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500-horsepowerV-10 
0-60  in  4.8  seconds 
Redline  8250  rpm 


Hyperbole-proof. 


Introducing  the  new  BMW  M6  Coupe.  Impervious  to  embellishment,  and  racing-inspired  trim,  every  element  exists  in  harmo 
its  presence  can't  be  ignored.  From  the  seductive  curves  of  the  And  the  moment  you  take  hold  of  the  wheel,  the  asymmej 
carbon  fiber  roof  to  an  interior  donned  with  Merino  leather  seats    V-10  takes  hold  of  you.  Elation.  Crafted  at  BMW  M.  f% 


©2008  BMW  of  North.  America.  LLC.  The  BMW  name,  model  names  and  logo  are  registered  trademarks. 


Our  parents  spent  their  working  years 
trying  to  pay  off  their  home  loan. 


D   it  be  like  your  parents. 


■ML 


if  your  home  is  financed  with  the  same  tools 

your  parents  used,  including  today's  mortgages,  you  may 
be  missing  powerful  returns  on  your  money. 


Introducing  the  Home  Ownership  Accelerator.® 

It's  an  innovative  new  home  financing  tool  that  can 
minimize  the  interest  costs  of  owning  your  home  and 
maximize  the  return  on  your  cash.  The  Accelerator  is  the 
first  loan  to  fuse  a  full-featured  sweep  account  to  a  line  of 
credit  secured  by  your  home.  This  combination  results  in 
the  most  powerful  home  fi  nance  tool  available: 

■  YOUR  CASH  FLOW  REDUCES  YOUR  HOME  LOAN  BALANCE, 
MINIMIZING  INTEREST  PAID 

■  YOUR  CASH  REMAINS  ACCESSIBLE,  WITH  FULL  CHECKING  FEATURES 

■  USE  IT  TO  ACCELERATE  PAYOFF,  AS  AN  INVESTMENT  PLATFORM, 
OR  FOR  EQUITY  ACCESS 

Your  traditional  mortgage  is  a  simple  repayment  schedule 
invented  decades  ago.  Your  separate  checking  account 
ignores  the  value  of  cash.  It's  time  for  a  better  option: 
the  new  Home  Ownership  Accelerator. 


*  Discover  the  new  approach. 

See  why  thousands  of  money-savvy 
homeowners  across  the  country  are  saying 
this  is  the  home  finance  tool  of  the  future. 
Visit  us  online  to  learn  more  and  to  connect 
to  a  local  Accelerator-Certified  professional. 

www.cmghome.com/Forbes 


Home 

Ownership 
accelerator* 


Simple.  Flexible.  Effective. 
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New  release  movies  you  can 
stop  and  start  as  you  wish. 

Like  being  at  home. 

Without  the  phone  ringing. 


Audio  and  Video  on  Demand  now  on  Qantas  International  business. 


Our  award  winning  inflight  entertainment  gives  you  your  own  personal  screen  and  over  400 
audio  and  video  choices  that  you  can  start,  stop,  fast  forward  and  rewind,  as  often  as  you  like. 
And  best  of  all,  you  don't  have  to  share  the  remote. 

*Audio  and  Video  on  Demand  is  available  on  all  B747-400  and  A330-2O0  flights  to  Australia  and  New  Zealand. 
Subject  to  last  minute  change  of  aircraft. 


qantas.com/us 
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New  Faces  of  Fame 

Edited  By  David  M.  Ewalt 

Millionaire  actors,  athletes  and  musicians  used  to  dominate 
the  ranks  of  the  worlds  celebrities.  Now,  thanks  to  the 
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The  Year  Ahead 
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predictions  for  2008  across  a  wide  range  of  industries  and 
topics.  Prosper  well,  www.forbes.com/sneakpeek. 
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An  exclusive  video  interview  with 
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more,  go  to  www.forbes.com/platinum. 
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Build  Your  Own  Forbes. 

Get  RSS  feeds  using  any  search 
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tickers  and  names  in  the  news. 
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the  most  searched  terms,  by  fel- 
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share  the  best  pieces  they  find 
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J&L  Fiber  Services® 
On  A  Roll  With  ATS. 


OUTSOURCING  PRODUCTION  MAINTENANCE  TO  ADVANCED  TECHNOLOGY  SERVICES  HELPS 
PUSH  PRODUCTIVITY  HIGHER  AT  J&L  FIBER  SERVICES.  A  leader  in  innovative  product  solutions  for 
the  pulp  and  paper  industry  is  now  able  to  supply  more  pulp  screening  products  to  the  mills  it  serves 
since  outsourcing  production  maintenance  to  ATS.  Through  a  program  of  preventive  and  proactive 
maintenance,  J&L  has  seen  a  dramatic  reduction  in  downtime  by  as  much  as  600  hours  per  month  — 
with  machine  availability  rising  to  99.7%.  Let  ATS  help  you  drive  more  performance  out  of  your 
manufacturing  assets.  Call  877.662.401 1  for  a  free  assessment. 


ATS 


Advanced  Technology  Services,  Inc. 

We  Make  Factories  Run  Better. 

www.advancedtech.com 


Asset  Performance 


"ATS  has  improved  key  machine 
uptime  at  J&L  enabling  us  to  focus  on 
improving  efficiency  and  throughput. " 

MIKE  HOFFMANN,  DIRECTOR  OF 
OPERATIONS,  J  &  L  FIBER  SERVICES 


Download  The  Guide  To  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance,  www.advancedtech.com/thequlde 
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When  Do-Gooders  Invest 

CAN  YOU  BLEND  A  PROFIT  MOTIVE  AND  MORALS  INTO  A  SIN- 
gle  investment?  You  can  try,  and  Matthew  Swibel's  article  about 
microfinance— the  business  of  putting  capital  into  small  loans 
to  struggling  entrepreneurs— will  give  you  some  inspiration.  It 
will  also  give  you  pause.  It's  a  tricky  business  to  separate  good 
dollars  from  bad  ones.  Knotty  problems  of  the  same  sort  arise 
whenever  you  add  an  ethical  overlay  to  what  is  normally  a 
purely  economic  decision,  like  shopping  for  coffee,  paying  an 
electric  bill  or  buying  an  index  fund. 

You. -coffee  wouldn't  Socia||y  Responsib|e  Assets 
taste  right  if  you  knew  it  ^.stril 
was  harvested  by  child 
labor.  So  you  pay  extra  to 
get  fair  trade  coffee,  the 
kind  that  comes  from 
plantations  supposedly 
treating  their  workers 
well.  But  you  have  to 
wonder  how  much  of  the 
premium  sticks  to  the 
grocers  fingers.  Another 
worry:  It  could  be  that  the 
creation  of  a  fair  trade 
market  depresses  demand 
for  coffee  from  all  the  other  sources,  causing  wages  to  fall  in  that  end 
of  the  business. 

Let's  say  you  want  to  keep  your  mansion  cool  but  don't  want 
to  contribute  to  global  warming.  So  you  pay  a  premium  for 
wind-power  electricity.  Wait  a  second.  Your  electric  grid  has  only 
so  many  windmills  attached,  and  its  marginal  producer  is  a  coal- 
fired  plant.  You  do  not  make  the  air  any  cleaner  by  decreeing  that 
the  green  electrons  are  going  to  your  house  and  the  dirty  ones  to 
your  neighbor's.  In  this  situation  the  only  way  to  save  the 
environment  is  to  turn  down  the  air  conditioner. 

You  want  to  make  money  from  the  stock  market  but  not 
from  corporations  that  produce  weapons  or  tobacco.  So  you  buy 
a  socially  conscious  fund.  What  have  you  accomplished?  Not 
much.  The  demand  for  securities  is  extremely  elastic.  If  Boeing  or 
Altria  shares  are  even  slightly  depressed  because  some  investors 
have  pulled  out,  capital  flows  in  from  other  sources. 

Some  of  the  microlenders  featured  in  the  story  on  page  50 
look  worthy.  But  you  have  to  worry.  If  your  return  is  good,  is  that 
because  the  rates  are  usurious?  If  it's  terrible,  is  that  because  the 
middlemen  are  getting  rich? 

Consider  an  alternative  approach.  Buy  an  index  fund  and 
make  a  donation  to  a  Third  World  cause.  Heifer  International 
which  donates  livestock  and  training  to  impoverished  farmers,  is 
one  of  many  plausible  choices. 

EDITOF 
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nation.  We  encourage  and  support  an  affirmative  advertising  and  marketing  program  in  which  there  are  no  harriers  to  obtaining  housing  because  of  race,  color,  religion,  sex,  handicap,  tanulial  status,  or  national  origin  The 
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Mortgage 
Mess 


"Uncreative  Destruction" 
(Dec.  24,  p.  48)  suggests 
some  comical  alternatives  to 
alleviate  the  current  diffi- 
culties in  the  mortgage 
industry.  For  most  Ameri- 
cans, who  already  have 
problems  understanding  financial  minutiae  contained  in  contracts,  the  solu- 
tion is  easy:  Save  toward  your  10%  down  payment,  then  buy  a  home. 
Otherwise,  please  rent.  The  mortgage  industry  is  now  suffering  from 
imaginative  ideas.  It  doesn't  need  more  of  them. 

LINCOLN  NOECKER 
Gilbertsville,  Pa. 


I  have  an  addition  to  the  creative  mortgage  suggestions  provided  in 
"Uncreative  Destruction."  Rather  than  pressure  lenders  into  freezing  rates  set 
to  go  higher  without  any  compensation,  why  not  have  them  freeze  the  rates  in 
exchange  for  5%  to  10%  in  home  equity?  That  way  the  lenders  or  security 
holders  obtain  a  "clawback"  should  the  home  appreciate  at  sale,  and  the 
owners  get  to  keep  their  homes. 

HARRY  KIRSCH 
San  Francisco,  Calif. 


Oklahoma  Swooner 

Ever  since  I  found  out  that  Paul  Jacob 
and  his  colleagues  have  been  indicted 
for  exercising  their  constitutionally 
guaranteed  right  to  petition,  I  have 
been  trembling  in  my  boots.  Upon 
reading  Steve  Forbes'  editorial  ("Fact 
and  Comment,"  Nov.  26,  p.  23),  I  felt 
there  was  at  least  a  small  light  in  the 
darkness.  The  idiots  who  thought  of 
doing  this  should  be  exposed  for  their 
abuse  of  power. 

God  forbid  we  should  protest  against 
the  government  taking  all  our  hard- 
earned  dollars.  Wasn't  this  the  cause  of 
the  Revolutionary  War?  It  appears  it's  high 
time  for  another  rebellion! 

BARBARA  HARING 
Sealy,  Tex. 

Inside  Joke 

As  an  Oklahoma  native,  I  applaud  our 
state  for  not  allowing  people  from 


outside  Oklahoma  to  try  to  influence 
our  political  system  ("Fact  and 
Comment,"  Nov.  26,  p.  23).  We  do  not 
need  outsiders  to  tell  us  how  to  run  our 
affairs.  In  addition,  Drew  Edmondson, 
Oklahoma  attorney  general,  is  doing  a 
good  job.  Your  characterization  of  him 
as  "hoodlumesque"  shows  how  little 
you  know  about  our  state. 

LARUE  BOYD 
Tulsa,  Okla. 

Private  Companies 

Aramark  belongs  on  our  list  of  Amer- 
ica's Largest  Private  Companies  (Nov.  26, 
p.  168).  If  we  did  not  list  your  company 
and  you  think  it  qualifies,  please  e-mail 
amurphy@forbes.com. 


■Forbes 
■com 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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When  are  you  going  to  make  your  move? 


If  your  business  is  using  typical  business  printers,  you're  typically  spending  a  lot  more  than  you 
need  to.  And  a  low  up-front  price  may  look  good,  until  you  see  the  operating  costs  of  consumables 
and  service.  Kyocera's  long-life  consumables  and  unique  printer  technology  dramatically  lower 
:osts.  How  much  can  you  save?  The  TCO  Tracker  -  developed  by  Kyocera,  with  price  information 
cased  upon  data  provided  and  verified  by  an  independent  authority  within  the  IT  industry  -  lets 
/ou  compare  your  current  printer's  running  cost  to  a  comparable  Kyocera  printer.  The  savings 
:ould  be  hundreds,  even  thousands,  per  year.  To  find  out  how  much  your  business  can  save,  visit 
the  TCO  Tracker,  then  make  your  move  to  Kyocera. 

T*         TCO  I     .  . 
RACKER  I  Visit:  www.kyoceramita.com 

Calculate  your  cost  today,  save  tomorrow. 


The  New  Value  Frontier 

^KyocERa 


'timer's  performance  is  simulated.  Cost  savings  are  for  similar  size  printers  having  comparable  prints-per-minute,  paper  size,  memory,  processor  speed  and  rated  print  volume,  and  are  based  upon 

sage  assumptions.  Actual  cost  savings  will  vary.  See  online  ICO  tracker  at  www.kyoceramita.com  for  assumptions  and  details  underlying  specific  cost  savings  calculation  for  particular  comparable  printers. 

52007  KYOCERA  MITA  CORPORATION.  KYOCERA  MITA  AMERICA,  INC.  "People  Friendly,"  "The  NewValue  frontier.'the  Kyocera  "smile"  and  the  Kyocera  logo  are  trademarks  of  Kyocera. 


How  do  you  move  ahead  of  the  competition? 


Gain  the  advanta  project  management 

credentials  and  career  path  tools. 

Project  teams  are  the  drivers  of  business  success.  Project  Management  Institute  helps  you 
attract,  train  and  retain  the  most  talented  professionals  with  our  globally  respected  credential 
and  career  path  programs.  A  forward-thinking  approach  that  will  help  increase  your 
productivity,  efficiency  and  profitability. 

Advance  your  business  with  project  management.  Visit  us  at  PMI.org/advantage. 

Making  project  management  indispensable  for  business  results 


CAPMS  Certified  Associate  in  Project  Management  ■  PMP®  Project  Management  Professional  ■  PgMP""  Program  Management  Professional  ■  Career  Framework! 


Project  Management  Institute 


©  2007  Proiect  Management  Institute,  Inc.  All  rights  reserved  "PMI."  the  PMI  logo.  "Making  project  management  indispensable  for  business  resulis."  "CAPM"  and  'PMP"  are  all  registered  marks  ol  the  Proied  Management  Institute,  Inc.  "PgMP"  is  a  service  mart  of  Project  Management  Institute.  Inc.  050-026-2007  (01-081 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


Big  One  in  '08 


THE  UPCOMING  PRESIDENTIAL  ELECTION  WILL  BE  THE  MOST  CRIT- 
ical  one  since  1980.  Back  then  Ronald  Reagan  decidedly  defeated 
incumbent  Jimmy  Carter,  ushering  in  radical  new  policies  that  would 
successfully  set  the  course  of  this  country  for  the  next  quarter-cen- 
tury. Unlike  previous  administrations,  Reagan's  dramatically  cut  taxes 
(the  top  income  tax  rate  dropped  from  70%  to  28%).  Reagan  pushed 
government  deregulation  and  reined  in 
nondefense,  nonentitlement  spending. 
And,  most  important,  he  won  the  Cold 
War,  an  extraordinary  victory  that  few  ex- 
perts had  thought  possible.  We  have  been 
living  off  Reagan's  dividends  ever  since. 

What  course  will  the  country  take 
now?  Will  we  significantly  simplify  the  tax 
code  and  cut  tax  rates,  as  Rudy  Giuliani  and 
some  other  GOP  contenders  advocate?  Or 
will  we  raise  taxes  to  stagnant,  old-Europe 
levels,  as  all  the  Democratic  presidential 
wannabes  favor  doing?  Will  we  push  for  con- 
sumer control  of  health  care  or  will  we  have  a  de  facto  socialized 
system,  such  as  that  Hillary  Clinton  is  pushing?  Will  we  turn  Social 
Security  from  a  liability  into  an  asset  by  allowing  people  under  the  age 
of  50  to  have  personal  accounts  that  are  owned  by  them,  not  by  Wash- 
ington politicians — a  system  that  will  yield  far  greater  returns  than  the 


Reagan's  rout  of  Carter  in  1980  enabled  him  to 
change  fundamentally  the  course  of  U.S.  history. 


current  Social  Security  system  could  possibly  do?  Or  will  we  go  the 
Democratic  way  of  heavier  payroll  taxes  and  reduced  benefits? 

Regarding  foreign  policy,  will  we  take  a  broader,  more  vigorous 
approach  to  combating  terrorism,  deploying  not  only  our  military  (which 
must  be  beefed  up)  but  also  a  Reagan-like  type  of  "soft  diplomacy' 
such  as  far  more  effective  use  of  radio  and  Internet  broadcasts  to  trou- 
bled parts  of  the  world?  Will  we  push  pro- 
growth  economic  policies  that  emphasize 
sound  money,  low  taxes  and  property  rights 
for  developing  countries  or  the  detrimental 
high-tax,  cheap-money  policies  of  the  current 
Treasury  Department  and  the  IMF? 
Fundamental  questions  all. 
While  the  mud  will  fly,  there  will  also  be 
a  vigorous  debate  on  where  we  go  from  here. 
How  that  debate  is  resolved  will  determine 
the  course  of  our  economy  and  the  direction 
of  the  stock  market.  If  the  optimistic  exam- 
ple of  Ronald  Reagan  triumphs,  we'll  have 
sound,  noninflationary  growth,  and  we'll  lead  the  world  in  technolog- 
ical innovation.  The  stock  market  will  soar  easily  to  new  heights.  But 
if  the  current  Democratic  platform  wins,  we  are  in  for  troubled  times. 

I  am  an  optimist.  I  believe  the  spirit  of  Ronald  Reagan  still 
reigns  in  this  land. 


Hank,  Meet  Herb 


THE  BUSH  ADMINISTRATION  SAYS  IT  WAS  DOING  ONLY  WHAT 
bankers  would  have  done  anyway  in  corralling  the  biggies  in  the 
home  mortgage  field  and  having  them  agree  to  provide  relief  to  a 
million  or  so  subprime  borrowers  in  one  of  three  ways:  refinance 
an  existing  loan  into  a  new  private  mortgage,  move  them  into  an 
FHASecure  loan  or  freeze  teaser  rates  for  five  years.  If  that  were 
the  case,  who  needed  Uncle  Sam's  arm-twisting? 

A  critical,  oft-underappreciated 
principle  of  free  markets  is  property 
rights  and  the  sanctity  of  contracts.  It's 
one  thing  if  both  parties  sit  down  and 
renegotiate  terms,  quite  another  when 
the  government  comes  in  and  says  (in 
this  case)  to  the  bankers:  "Do  it  or  we'll 
break  your  arms."  Argentina  and  other 
perpetually  underperforming  countries 
routinely  abrogate  agreements  when  it's 
politically  convenient  to  do  so.  During 
,  the  20th  century  Argentina  tumbled 
from  being  one  of  the  richest  economies 


Hoover's  activism,  including  numerous  meetings,  brought 
on  and  then  worsened  the  Great  Depression. 


in  the  world  to  the  chronically  troubled,  submediocre  state  it  is  today. 

Treasury  Chief  Henry  Paulson's  decision  follows  bad  prece- 
dents made  during  the  Great  Depression.  Both  the  Hoover  and 
Roosevelt  administrations  took  high-handed  actions  that  pre- 
cipitated and  then  deepened  and  prolonged  the  economic  crisis 
that  was  battering  both  the  U.S.  and  the  rest  of  the  world  and 
made  possible  the  rise  of  Nazism  and  the  advent  of  World  War  II. 

In  particular,  Paulson's  powwow  in 
December  was  reminiscent  of  one  of 
President  Herbert  Hoover's  moves  in  the 
fall  of  1929,  following  the  stock  market 
crash.  Hoover  convened  a  meeting  of  the 
leaders  of  many  large  companies  and  had 
them  promise  not  to  cut  wages  or  lay  off 
workers.  Amazingly  these  corporate 
chieftains  largely  stuck  to  the  agreement 
for  more  than  a  year,  until  sickening  eco- 
nomic conditions  forced  them  to  slash 
payrolls  and  salaries  in  order  to  stay  afloat 
Amity  Shlaes'  The  Forgotten  Man: 
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AM't  History  of  the  Great  Depression  reveals  that  Hoovers  seemingly 
humane  actions  perversely  worsened  the  crisis.  As  sales  plummeted, 
these  companies  had  to  tighten  expenses,  which  forced  suppliers  to 
slash  prices.  In  turn,  suppliers  had  no  choice  but  to  engage  in  massive 
layoffs  of  their  own  workforces.  The  large  companies,  by  keeping  all 
their  workers  on  their  payrolls  and  salaries  artificially  high,  ended  up 
creating  far  more  joblessness  in  the  rest  of  the  economy. 

Today  the  real  problem  is  that  we 
still  don't  know  where  all  the  bad  paper 
is.  As  with  tainted  spinach  or  lettuce— 
and  even  though,  as  a  proportion  of  the 
whole,  only  a  minuscule  amount  may 
be  bad — no  one  will  buy  any  of  it  until 
it's  known  where  the  bad  produce  is. 

What  an  activist-minded  Trea- 
sury chief  and  the  SEC  should  do  is 
make  sure  that  bank  regulators  and 
the  accounting  profession  don't  over- 
react. During  the  savings-and-loan  crisis  of  the  1980s,  bank  reg- 
ulators lurched  from  laxity  to  zealotry.  Hundreds  of  banks  were 
needlessly  destroyed. 

Banks  should  be  graded  on  how  well  they  keep  lines  of  credit 
open  to  solvent  borrowers,  as  well  as  on  their  willingness  to  boost 
lines  of  credit  to  small  and  medium-size  businesses  that  have 
sound  plans  for  expansion. 


Paulson  "persuades"  bankers. 


It's  no  surprise  that  accountants  are  haunted  by  the  specter  of 
Arthur  Andersen,  a  firm  annihilated  by  an  indictment  that  was  sub- 
sequently thrown  out  by  the  courts.  Fearful  of  prosecutors  and  trial 
lawyers,  the  accounting  profession  is  already  aggressively  pressuring 
companies  to  massively  write  down  the  value  of  securities  with  sub- 
prime  mortgages  or  other  consumer  receivables,  such  as  auto  loans 
and  credit  cards.  Since  there's  no  market  for  much  of  this  stuff,  valu- 
ations are  arbitrary.  The  SEC  should 
be  telling  the  profession  that  there  will 
be  no  writedowns  until  there  has  been 
an  actual  loss.  This  would  prevent  any 
more  money  market  panics  of  the  kind 
that  recently  gripped  local  govern- 
ments in  Florida,  which  had  a  run  on 
a  state-managed  money  market  fund 
that  had  some  questionable  securities. 

Another    thing  Washington 
should  do  but  is  currently  incapable 
of  doing  is  to  substantially  cut  individual  and  corporate  income 
tax  rates  and  eliminate  the  alternative  minimum  tax.  Such  moves 
would  quickly  swing  the  economy  back  into  high  gear. 

Remember,  the  size  of  the  losses  from  "subprime  slime"  is 
easily  absorbable  in  an  economy  in  which  consumers  have  assets 
of  more  than  $50  trillion.  The  financial  net  worth  of  consumer 
households  in  this  country  has  reached  a  record-level  $3 1  trillion. 


Mystery  Motherlode 


Robert  B.  Parker  is  that  rarity — a  prolific  author  whose  books  are  consistently  original,  suspenseful  and  fascinating.  His  crackling 
dialogue  is  always  fresh  and  smart-alecky.  His  sparse  prose  makes  Hemingway  seem  like  a  windbag.  You  don't  have  to  work  to  get  into 
Parkers  books.  You're  happily  hooked  before  you  know  it.  He  published  three  mysteries  in  2007  (G.P.  Putnam's  Sons). 


Spare  Change  ($24.95).  Boston  PI  Sunny  Randall  is  asked  by  her 
father  and  former  cop,  Phil,  to  help  him  investigate  what  appears 
to  be  the  return  of  a  serial  killer  who  leaves  three  coins  next  to  each 
of  his  head-shot  victims.  Now,  after  a  30-year  hiatus,  the  killer  is 
back  at  his  grim  business.  Phil  headed — 
unsuccessfully — the  original  investiga- 
tions of  these  killings  and  is  now  back 
to  assist  police  in  tracking  down  the  killer. 

After  interviewing  a  number  of  peo- 
ple rounded  up  because  they  were  in 
proximity  to  a  recent  killing,  Sunny  thinks 
she's  found  the  villain.  But  how  to  get  the 
proof?  Hunches  are  not  enough.  Sunny 
takes  a  high-risk  approach,  going  out  to 
dinner  with  the  suspect,  who  seems  to  take  perverse  pleasure  in 
being  investigated.  The  case  becomes  even  more  dangerous  and 
urgent  when  the  killer  starts  choosing  victims  who  resemble  Sunny. 

The  suspense  is  periodically  punctuated  by  many  of  the  char- 
acters' various — and  usually  messy — personal  relationships, 
including  Sunny  s  ex-husband,  who  comes  from  a  mob  family. 
High  Profile  ($24.95).  The  hero  in  this  tale  is  Jesse  Stone,  the  alco- 
hol-challenged police  chief  of  a  small  town  called  Paradise.  Stone's 
battle  with  the  bottle  forced  him  out  of  the  Los  Angeles  Police 
Department.  A  controversial  libertarian  talk-radio  host,  Walton 


Weeks,  is  found  shot  and  hanging  from  a  tree  in  Paradise.  Shortly 
thereafter  another  body  turns  up  in  a  Dumpster — that  of  a  young 
woman  who  had  worked  for  Weeks  and  was  pregnant  with  his 
child.  Amazingly,  Weeks'  former  wives  and  current  wife  seem  oddly 
detached.  But  Weeks'  notoriety  has 
Stone  coping  with  a  deluge  of  media,  as 
well  as  a  publicity-hungry  state  governor. 

As  in  Spare  Change,  the  characters 
here  all  have  less-than-perfect  personal 
lives.  Stone,  for  instance,  is  still  obsessed 
with  his  ex-wife,  even  though  she  is  what 
was  once  called  a  "loose  woman."  Despite 
these  and  other  personal  sideshows,  the 
story  proceeds  absorbingly  and  briskly. 
Now  &  Then  ($25.95).  Parker's  third  home-run  novel  involves  his 
original  hero-character,  Spenser  (whose  first  name  is  still  a  mys- 
tery). A  routine  case  of  an  aggrieved  husband  wanting  to  find  out 
for  sure  if  his  attractive  wife  has  been  unfaithful  veers  into  several 
murders  involving  a  gang  of  terrorists.  Spenser's  longtime 
squeeze,  Susan  Silverman,  a  both-feet-on-the-ground  shrink, 
finds  herself  in  mortal  danger  as  she  treats  a  suspected  killer  who 
prides  himself  on  being  able  to  seduce  any  woman  he  desires. 
You'll  remain  oblivious  to  the  rest  of  the  world  as  you  race 
through  Parker's  latest  mesmerizing  masterpiece. 
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'Gran  Slam" 

—Robb  Report,  November  2007 


JTRODUCING  THE  ALL-NEW  2008  MASERATI  GRANTURISMO  — 

HE  FIRST  LIMITED  PRODUCTION  CAR  THAT  YOU'LL  WANT  TO  DRIVE  EVERY  DAY. 

escribing  three  qualities  of  the  GranTurismo  the  Robb  Report  said  "performance,  style  and  rarity  came  first  to  mind." 
ley  went  on  to  say  the  new  GranTurismo  "might  be  the  most  beautiful  new  GT  on  the  road."  Yet,  breathtaking  style 
Desn't  tell  the  whole  story  —  the  beautiful  Pinninfarina  design  is  matched  by  scintillating  performance  from  a  Ferrari- 
igineered,  405  hp  V8  engine,  mated  to  an  amazing  6-speed  automatic  transmission.  Inside,  you  will  find  the  finest 
oltrona  Frau  leather,  rare  woods  and  genuine  seating  for  four  adults.  It's  no  wonder  the  editors  went  on  to  call  the 
?west  Maserati  a  "Gran  Slam."  Order  the  limited  GranTurismo  now;  the  wait  will  be  worth  it.  Visit  our  award  winning 
ebsite  —  maseratiamerica.com/gtfb  —  to  build  your  own  Maserati  and  locate  your  authorized  Maserati  dealer. 


©2008  Maserati  North  America  All  rights  reserved  Maserati  and  the  Trident  logo  are  registeied  trademarks  of  Maserati  SpA. 


Other  Comments 


Every  dawn  signs  a  new  contract  with  existence. 

—HENRI  FREDERIC  AMIEL 


Financial  Folly  Some  in  the  news  industry  have 
described  all  this  heavy-handed  political  intervention  as  the  Bush 
Administrations  "free-market  approach"  to  the  threat  of  nonper- 
forming  mortgages.  On  the  contrary,  honoring  contracts  and 
property  rights  is  absolutely  essential  to  the  proper  functioning  of 
a  free  society  and  free  economy.  A  mortgage  is  a  binding  contract 
between  consenting  adults.  A  mortgage-backed  security  is 
private  property.  It  is  the  antithesis  of  a  free  market  for  the 
government  to  fix  prices,  pressure  mortgage  service  companies 
into  renegotiating  contracts,  and  thereby  expropriate  property 
rights  of  those  stuck  holding  mortgage-backed  securities. 

Another  president,  Richard  Nixon,  gained  ephemeral  popu- 
larity by  freezing  wages  and  prices  on  Aug.  15,  1971,  but  the  end 
result  was  disastrous  for  the  economy.  The  Bush  Administration 
may  hope  now  for  some  political  benefit  from  freezing  interest 
rates  for  a  select  subgroup  of  high-risk  borrowers.  But  whenever 
politicians  attempt  to  protect  borrowers  and  lenders  from  their 
folly,  they  just  encourage  more  folly. 

—ALAN  REYNOLDS,  Cato  Institute, 
Wall  Street  Journal 

Terror  in  Context  Decades  of  multiculturalism  have 
brainwashed  Europeans  and  Westerners  into  believing  that 
Islamic  furor  must  be  judged  in  a  special  cultural  context,  or  is 
only  understood  through  some  real  past  grievance,  usually 
dating  back  to  the  Crusades.  Sometimes  apologists  dredge  up 
Timothy  McVeigh  or  violence  in  Northern  Ireland  as  if  to  prove 
that  supposed  Christian-inspired  terrorism  is  just  as  much  a 
world  danger  as  jihadism.  We  know  it  isn't,  but  such  moral  equiv- 
alence sounds  liberal  and  might  calm  down  the  mob.  Other 
times  we  drag  Iraq  into  the  conversation  and  say  the  armed 
removal  of  Saddam  radicalized  Muslims — as  if  the  fatwa  against 
Salman  Rushdie  or  9/11  followed  the  outbreak  of  that  war. 


What  would  stop  this  unhealthy  syndrome?  Weaning  ourselves 
off  imported  oil  and  therefore  the  need  to  appease  those  who  have 
it.  Politely  informing  Muslims  that  Westerners  believe  die  norms 


of  free  speech  and  expression  are  to  be  uniformly  applied.  No  one 
religion  or  region  gets  a  special  pass.  Supporting  human  rights  abroad 
and  offering  some  constitutional  alternative  in  the  Middle  East  to 
theocracy  and  dictatorship  that  both  encourage  Islamic  radicalism. 
And  remaining  militarily  strong. 

Remember  that  the  fanatic  waving  his  age-old  sword  in  the 
Khartoum  street  shows  the  same  dangerous  derangement  as  the 
nut  in  Tehran  who  may  one  day  want  his  hand  on  the  Bomb. 

—VICTOR  DAVIS  HANSON,  Hoover  Institution, 
National  Review  Online 

Insight  Ignored  As  for  the  organization  of  education, 
[Ronald]  Reagan  understood  it  from  the  constitutional  perspec- 
tive of  self-government.  He  said:  "Our  leaders  must  remember 
that  education  doesn't  begin  with  some  isolated  bureaucrat  in 
Washington.  It  doesn't  even  begin  with  State  or  local  officials. 
Education  begins  in  the  home,  where  it's  a  parental  right  and 
responsibility.  Both  our  public  and  our  private  schools  exist  to  aid 
our  families  in  the  instruction  of  our  children,  and  it's  time  some 
people  back  in  Washington  stopped  acting  as  if  family  wishes 
were  only  getting  in  the  way."  Forgetting  the  purpose  of  educa- 
tion, a  government  is  likely  to  forget  its  own  purpose,  too.  That  is 
dangerous  both  to  liberty  and  to  justice. 

—LARRY  P.  ARNN,  president,  Hillsdale  College, 

Imprimis 

Foundation  for  Learning  A  sense  of  curiosity  is 

nature's  original  school  of  education. 

—DR.  SMILEY  BLANTON 

Europe  Stalled  There  are  those  on  this  side  of  the 
Atlantic  who  reckon  the  whole  scheme  [the  Lisbon  Treaty]  is  a 
bid  to  create  in  Europe  a  rival  of  America — in  trade  and  diplo- 
macy, if  not  in  military  might.  That  is  not,  and  has  never  been, 
our  worry  and,  in  any  event,  is  as  doomed  today  as  it  ever  was. 
But  the  signing  at  Lisbon  is,  for  those  of  us  who  have  been  fol- 
lowing this  drama  over  the  past  generation,  a  moment  of  sadness. 
We  have  long  placed  our  hopes  in  the  marker  Prime  Minister 
Thatcher  laid  down  in  1989,  when  she  went  to  Bruges,  Belgium, 
and  declared:  "We  have  not  successfully  rolled  back  the  frontiers 
of  the  state  in  Britain,  only  to  see  them  reimposed  at  a  European 
level."  She  wanted  Europe  to  be  what  she  called  "a  family  of 
nations"  whose  members  relished  their  national  identity  no  less 
than  their  common  endeavor.  We'd  like  to  think  that  her  words 
will  help  Britain  through  the  coming  fight  over  ratification. 

— New  York  Sun 

Be  It  Resolved  Take  yourself  as  you  are,  whole,  and  do 
not  try  to  live  by  one  part  alone  and  starve  the  other. 

—JANET  ERSKINE  STUART  F 
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Bose®  QuietComfort®  Acoustic  Noise  Cancelling®  headphones. 


Use  t 


±1 


a  concert  hall  -  or  a  sanctuary. 


Think  of  them  as  a  reprieve  from  the 
world  around  you.  Whether  it's  the  engine 
roar  inside  an  airplane,  the  bustle  of  the 
city  or  distractions  in  the  office,  Bose 
QuietComfort  headphones  help  them  fade 
softly  :he  background  with  the  flick 
of        xh.  You  can  savor  delicate 

il  nuances  in  places  you 
:ouidn't    before.    And  when 
you're  not  listening  to  music,  you 
can  quietly  slip  into  a  haven 
of  peace  and 
solitude.  Clearly, 
these  are  no  ordinary 
headphones.  It's  no  exag- 
geration to  say  they're 
one  of  those  things  you 
have  to  experience  to 
believe.  They're  even  available  in  your  choice 
of  styles:  on-ear  and  around-ear. 


On-ear 
QC™3  headphones 


audio  technologies,  working  together,  can 
make  any  listening  experience  more  enjoyable. 


QC2  headphones  (left). 
CO  headphones  (right). 
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"...the  most  comfortable 
headphone  we've  ever 
worn."    That's  what 
Adam  Frucci  of  SciFi.com 

says  about  the  on-ear  fit 
of  the  QC3  headphones.  If  you 
prefer  an  around-ear  design, 
the  QC2  headphones  are 
equally  comfortable.  Simply 
turn  them  on  to  enjoy 
peace  and  tranquility.  To  add 
Bose  quality  sound,  attach 
the  audio  cord  and  connect 
them  to  a  laptop,  portable  CD/DVD/MP3 
or  in-flight 


Reduce  noise  with  Bose  technology.  Our 

headphones  were  designed  primarily  for  air- 
plane travelers,  and  that's  where  their 
patented  Bose  technologies  create  the  most 
dramatic  noise  reduction.  But  owners  soon 
told  us  they  often  use  them  in  other  places 
to  enjoy  their  music  with  greater  clarity. 
When  the  QC2  headphones  were  introduced, 
TechnologyReview.com  said,  "It's  as  if 
someone  behind  your  back  reached 
out,  found  the  volume  control 
for  the  world, 
and  turned  it 
way,  way,  down." 
Try  them  when  j 
you're  on  the  1 
go,  at  home  and  I 
HI  in  the  office. 

Enjoy  your  music  with  our  best- 
sounding   headphones  ever.  As 

Ultimate  Mobility  magazine  reports,  Bose 
eadphones  "have  been  the  gold  standard 
for  years."  Patented  Bose  noise  reduction  and 


To  order  or  learn  more: 

1-800-901-0256,  ext.  qsos? 

www.Bose.com/QC 


audio  system.  They 
also  offer  a  fold- 
flat  design  for  easy 
storage  in  the  slim 
carrying  case. 


Purchase  any 
QuietComfort  head- 
phone by  January  31, 
2008,  and  receive  $50 
toward  an  additional 
Bose  product  purchased 
at  the  same  time.* 


Around-ear 
QC  M2  headphones 


Call  1-800-901-0256,  ext.  Q6057  to  try 
them,  risk  free.  Choose  the  style  you  prefer. 
The  QC3  headphones  lightly  rest  on  your 
ears.  The  QC2  headphones  gently  surround 
them.  Both  QC2  and  QC3  head- 
phones offer  the  same  total 
(active  plus  passive)  noise 
reduction  and  the  same 
acclaimed  audio  perform- 
ance. Your  choice  should 
m  be  made  on  whether 
W  you  prefer  around-ear  or 
'  on-ear  headphones.  Our 
Excitement  Guarantee  lets  you 
try  them  risk  free  for  30  days.  Order 
now  and  you'll  receive  $50  toward 
an  additional  Bose  product  purchased 
at  the  same  time.  And  discover  headphones 
that  are -very  different  from  the  rest 
Bose  QuietComfort  Acoustic  Noise 
Cancelling  headphones. 
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Current  Events 


By  Ernesto  Zedillo,  Former  President  of  Mexico 
Director,  Yale  Center  for  the  Study  of  Globalization 


2008:  Year  of  Reckoning? 


the  remarkable  expansion  in  world  output  SINCE  2003 
has  existed  in  tandem  with  so-called  global  imbalances — huge 
current  account  deficits  in  the  U.S.  matched  by  surpluses  practi- 
cally everywhere  else.  Foreigners  have  invested  in  dollar-denomi- 
nated assets,  and  this  inflow  of  money  has  financed  Americans' 
expenditure  in  excess  of  income,  which  is  reflected  in  the  U.S.  cur- 
rent account  deficit.  The  upside  of  this  enlarged  expenditure  is 
that,  along  with  the  dynamism  of  the  emerging  economies,  it  has 
served  to  propel  vigorous  global  demand  and  growth. 

Admittedly,  the  American  propensity  to  swallow  other  peoples 
savings — its  role  as  the  chief  engine  of  global  growth  notwithstand- 
ing— has  troubled  many  analysts.  But  for  every  apprehensive  view 
of  global  imbalances,  there  have  been  one  or  more  explanations  of 
why  those  imbalances  are  not  only  good  but  also  sustainable.  These 
endorsements  have  relied  on  a  host  of  theories:  the  global  savings 
glut;  the  U.S.  as  indispensable  world  banker;  superior  U.S.  produc- 
tivity and  return  on  capital;  the  might  of  financial  globalization;  and 
even  the  dark  matter  in  the  U.S.  international  asset  position.  These 
theories  all  assume  that  because  of  its  size,  flexibility  and  institutional 
arrangements  the  U.S.  economy  is  capable  of  offering  investors — 
foreign  and  domestic — a  huge  menu  of  assets  with  unbeatable 
risk-adjusted  returns.  Thus,  the  US.  could  maintain  a  substantial 
current  account  deficit  for  many  years,  and  the  global  economy, 
to  keep  expanding,  could  count  on  the  powerful  U.S.  engine. 

Recently,  however,  the  basic  assumption  underlying  this  belief 
has  been  called  into  question,  as  market  confidence  in  a  wide 
array  of  assets  offered  in  U.S.  financial  markets  abruptly  collapsed. 
The  meltdown  of  the  subprime  mortgage  market,  big  banks 
moving  huge,  exotic  assets  onto  their  balance  sheets  and  looking 
desperately  (and  expensively)  for  fresh  capital,  and  the  Federal 
Reserve  cutting  interest  rates  and  seeking  new  ways  to  inject 
liquidity  into  markets  are  all  part  of  the  credit-crunch  drama. 

Recklessness  on  the  part  of  some  financial  intermediaries  and 
ratings  agencies  may  have  helped  create  the  current  mess,  but  we 
should  not  ignore  the  turmoil's  primary  macroeconomic  causes. 
Lax  monetary  and  fiscal  policies  played  into  the  U.S.  economy's 
seemingly  insatiable  absorption  of  the  vast  pool  of  foreign  sav- 
ings, which  in  turn  was  made  possible  by  key  rigidities  in  the 
other  major  countries'  economic  policies.  The  underpricing  of 
risky  assets  in  which  markets  indulged  themselves  was  the  end 
result  of  too  much  liquidity  chasing  too  few  sound  investment 
opportunities.  In  other  words  the  U.S.  economy's  present  illness 
stems  from  having  too  much  of  a  good  thing. 

The  questions  now  are:  Is  the  correction  of  the  imbalance 


firmly  under  way,  how  far  can  it  go  and  what  effect  will  it  have  on 
U.S.  economic  growth  and  the  global  economy?  It  seems  clear  that 
the  adjustment  has  started,  but  there  is  much  uncertainty  over  its 
likely  extent  and  the  cost  it  will  impose  in  the  short  term  on  world 
economic  activity.  For  one  thing,  we  don't  yet  know  how  badly 
hurt  the  U.S.  financial  system  really  is;  there  could  well  be  more 
skeletons  in  the  banks'  and  other  intermediaries'  closets.  In  addi- 
tion to  watching  the  mortgage-backed  security  markets,  we 
should  pay  close  attention  to  the  credit  card  and  auto  loan  sectors. 
Keep  in  mind  that  owing  to  the  dismal  situation  in  the  real  estate 
market,  consumers  can  no  longer  obtain  liquidity  from  home 
equity.  In  fact,  reputable  experts  fear  that  home  prices  could 
plunge  an  average  of  15%  or  more  before  they  start  to  recover. 

Tough  Choices 

A  slowdown  in  the  U.S.  economy  for  2008  now  appears  inescapable. 
And  the  probability  of  a  serious  recession  cannot  be  ignored.  At  this 
point  the  best  possible  scenario  would  be  one  in  which  a  mild 
reduction  in  GDP  growth — in  conjunction  with  a  cheaper  but  not- 
collapsed  dollar — brings  about  a  sufficient  correction  in  the  U.S.  cur- 
rent account  deficit,  without  investors  running  away  from  dollar 
assets  en  masse.  The  fundamental  policy  challenge  for  the  U.S.  and 
others  will  be  to  avoid  a  more  traumatic  adjustment.  American  au- 
thorities will  have  a  tough  job,  considering  that  their  policy  mar- 
gins are  truly  narrow.  There's  only  so  much  that  can  be  done  with 
monetary  policy  without  risking  serious  undesirable  consequences, 
such  as  fueling  inflationary  expectations  or  creating  severe  moral 
hazard.  Furthermore,  calls  to  loosen  fiscal  policy  in  order  to  reduce 
the  likelihood  of  a  recession  should  be  resisted.  That  course  of  ac- 
tion would  worsen,  not  improve,  the  already  weak  national  savings 
rate  in  the  U.S.,  which  is  at  the  root  of  the  ongoing  tribulations. 

The  task  will  prove  equally  daunting  in  other  places.  It  is  not  true 
that  other  significant  economies  have  been  decoupled  from  the  Amer- 
ican economy.  In  fact,  thanks  to  globalization,  national  economies  have 
become  more  interdependent.  This  has  been  positive  for  growth  but 
has  also  entailed  downsides  and  has  exacerbated  policy  challenges.  Chief 
among  these  is  the  need  for  more,  not  less,  macroeconomic  policy 
coordination,  an  undertaking  diat  unfortunately  has  been  stubbornly 
resisted  by  today's  economic  powers.  Had  the  U.S.  acted  earlier  to 
fix  its  fiscal  deficit  and  raise  domestic  savings,  had  the  EU  and  Japan 
made  more  progress  in  adopting  pro-growth  reforms  and  had  China 
boosted  consumption  and  allowed  more  flexibility  in  its  exchange  rate, 
we  would,  with  reasonable  certainty,  be  cheering  in  a  prosperous  new 
year  instead  of  fearing  that  2008  will  be  a  year  of  reckoning.  F 
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Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  David  Malpass,  chief  economist, 
Bear,  Stearns  &  Co.  Inc.;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Digital  Rules 

By  Rich  Karlgaard,  publisher 


Best  25  Stock  Picks  for  2008 


ON  LAST  MONTH'S  12TH  FORBES  CRUISE  FOR  INVESTORS— 
aboard  the  majestic  Crystal  Serenity,  which  sailed  from  the 
Pacific  to  the  Caribbean  through  the  Panama  Canal— guests  got 
these  2008  stock  picks  from  our  expert  panel. 

Ken  Fisher  is  the  founder  and  CEQ  of  Fisher  Investments, 
which  manages  $46  billion  across  20,000-plus  private  accounts. 
Fisher  said:  "Most  see  a  global  recession  or  slowdown  in  2008. 1 
don't,  not  with  strong  earnings  yields  relative  to  low  Treasury 
yields  around  the  world  today.  Before  others  figure  out  the  good 
news,  you'll  want  to  be  in  on  these  economic  turnaround  stocks: 
•  Flextronics  International  (FLEX,  $11.53) 
.  Manpower  (MAN,  $57.18) 
.  Allianz  (AZ,  $20.16) 
.  Cascade  (CAE,  $46.80) 
.  Union  Pacific  (UNP,  $128.96). 

Brian  Wesbury  is  the  chief  economist  for  First  Trust  Advisors, 
which  manages  $36  billion  for  private  and  institutional  accounts. 
Wesbury  said:  "Our  model  shows  U.S.  stocks  to  be  25%  underval- 
ued even  when  we  use  a  higher  6%  yield  for  the  ten-year 
Treasury  bond."  (As  this  column  went  to  press,  the  yield  was  4.1%.) 
Wesbury  thinks  the  U.S.  and  the  global  economy  are  in  a  long 
boom,  fueled  by  tech-led  productivity,  easy  money  and  tax  compe- 
tition. He  likes  chip  manufacturers  and  aerospace  parts  suppliers: 
.  Sigma  Designs  (SIGM,  $62.71) 
.  Nvidia  (NVDA,  $33.28) 
.  Precision  Castparts  (PCP,  $138.39) 
.  Parker  Hannifin  (PH,  $75.06) 
.  Hasbro  (HAS,  $25.84). 

Stephen  Biggar  is  the  global  director  of  equity  research  for 
Standard  &  Poor's.  He  recommended  any  of  the  149  five-star 
stocks  within  the  1,550  companies  covered  by  Standard  &  Poor's. 


Pressed  to  name  just  five  stocks,  Biggar  offered  us  this  broad 
midcap  mix: 

•  Carlisle  Companies  (CSL,  $37.62) 
.  CVS  Caremark  (CVS,  $39.13) 

.  Hologic  (HOLX,  $65.08) 

.  Manitowoc  Company  (MTW,  $45.90) 

•  Triumph  Group  (TGI,  $75.55). 

Charles  Payne  is  CEO  of  Wall  Street  Strategies,  a  firm  that 
develops  stock  selection  services  for  professional  traders  and 
institutional  investors.  Payne  is  a  frequent  guest  market  analyst 
on  Fox  News  and  Fox  Business  News.  He  shared  these  picks: 
.  Diana  Shipping  (DSX,  $29.29) 
.  MEMC  Electronic  Materials  (WFR,  $83.42) 

•  Evergreen  Solar  (ESLR,  $15.02) 
.  VimpelCom  (VIP,  $35.74) 

•  Guess  (GES,  $40.10). 

Vahan  Janjigian  is  Vice  President  and  Executive  Director  of 
the  Forbes  Investors  Advisory  Institute.  He  is  the  editor  of  the 
Forbes  Growth  Investor  and  the  Special  Situation  Survey,  invest- 
ment newsletters  that  have  produced  five-year  annualized 
returns  of  15.3%  and  26.6%,  respectively,  according  to  the  inde- 
pendent Hulbert  Financial  Digest.  Janjigian  is  also  the  host  of 
MoneyMasters  with  Vahan  Janjigian,  an  Internet  video  program 
available  on  Forbes.com  and  iTunes,  and  is  the  coauthor  and 
editor  of  the  Forbes  Stock  Market  Course,  as  well.  Although 
Janjigian  is  an  economic  and  market  bear,  he  likes  these  stocks: 
.  Johnson  &  Johnson  (JNJ,  $67.55) 
.  DRS  Technologies  (DRS,  $55.31) 

•  Rock-Tenn  Company,  Class  A  shares  (RKT,  $24.50) 
.  Trinity  Industries  (TRN,  $26.07) 

.  Avnet  (AVT,  $34.75). 


And  for  You  Bears 


DISAGREE  WITH  THE  BULLISH  FORECASTS  GIVEN  ABOVE?  THINK 
bad  mortgages  will  torpedo  the  economy  and  stocks?  Here  are 
some  down-market  defensive  strategies  shared  during  our 
investor  cruise  by  longtime  FORBES  columnist  Gary  Shilling: 

•  Short  home  builders.  Whoa!  Haven't  the  home-builder  stocks 
already  fallen  hard?  Not  far  enough,  says  Shilling.  Home  builders 
trade  at  book  value  today  but  sold  for  half  of  book  in  1991. 

•  Don't  just  short  home  builders;  short  (or  sell)  mortgage  lenders 
and  mortgage  insurers,  too. 

•  Sell  any  residential  real  estate  or  land  you  don't  intend  to  keep 
for  the  long  haul.  Take  small  losses,  sure  to  grow  larger  soon. 

•  Short  or  sell  companies  that  make  big-ticket  consumer  items — 
like  cars. 


•  Short  sub-AA-rated  CDOs  backed  by  subprime  mortgages. 

•  Get  rid  of  junk  bonds. 

•  Sell  or  avoid  most  commercial  real  estate. 

•  Sell  or  short  commodities,  including  oil.  Why?  The  U.S.  reces- 
sion will  damage  the  global  economy  and  suppress  demand  for 
commodities.  Shilling's  favorite  short:  copper. 

•  Short  (or  sell)  emerging- market  stocks. 

•  Short  (or  sell)  emerging- market  bonds. 

•  Sell  U.S.  stocks  in  general. 

.  Buy  the  U.S.  dollar.  F 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 


JANUARY  7,  2008      FORBES  23 


V 


The  search  for  better  tasting  foods  is  a  never-ending  pursuit 
for  food  companies.  Their  quest  often  brings  them  to  Grasse, 
France,  where  Cargill  operates  one  of  its  many  flavor  facilities 
around  the  world.  Here,  flavorists  team  with  application  and 
sensory  experts  to  create  unique  flavor  profiles  that  give 
food  and  beverage  companies  their  proprietary  recipes.  It's 
both  art  and  science.  And  though  we  work  with  thousands 
of  companies  and  products  all  over  the  world,  their  secrets 
are  safe  with  us.  This  is  how  Cargill  works  with  customers. 

collaborate  >  create   >  succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


A  Wal-Mart  Discount 

White-collar  criminals  will  benefit  from  two  U.S.  Supreme 
Court  rulings  last  month  giving  trial  judges  more  discre- 
tion in  sentencing  crack  offenders  and  others.  One  likely 
winner:  ex-Wal-Mart  vice  chairman  Thomas  Coughlin, 
convicted  of  stealing  $400,000  via  expense  accounts  and 
gift  cards.  An  appeals  court  voided  his  original  sentence, 
27  months'  home  confinement,  saying  formal  guidelines 
required  more.  The  trial  judge  now  appears  to  have  the 
backing  to  reiterate  that  leniency.  — Janet  Novack 


Mormer  :  

!  N  F  O  RMER@FORBES.COM 

iame  It  on  the  Feds 

In  light  of  Countrywide  Financials  bullish 
statements  that  it  will  survive  the  mortgage 
crisis  and  a  stock  down  79%  from  its  alltime 
January  peak,  guess  how  many  shares  long- 
time boss  Angelo  R.  Mozilo  has  bought 
recently?  None.  In  a  statement  to  FORBES, 
the  Calabasas,  Calif,  company  says  the 
Securities  Exchange  Act  of  1934  restricts 
him  from  buying  "within  six  months  of 
selling  shares."  And  boy,  did  he  ever.  Until 
stopping  on  Oct.  12,  his  many  regulatory 
filings  say,  Mozilo  this  year  exercised  options 
on  a  total  of  5  million  shares  and  sold  every  single  one  the  same 
day,  liquidating  roughly  half  his  stake.  Less  the  option  strike  price, 
Mozilo  netted  $120  million.  His  average  per-share  sale  price:  $35, 
well  above  the  recent  price  of  $9.41.  Regulators  are  examining 
Mozilo's  claim  he  sold  solely  to  diversify  his  personal  holdings  and 
not  in  expectation  of  bad  news.  — William  P.  Barrett 

Still  Ignoring  Us?  


Legal  protection: 
Angelo  R.  Mozilo. 


Topic:  My  Life  as  a  Case  Study 

Regulators  helped  drive  Maurice  R.  (Hank)  Greenberg  from  his 
longtime  top  job  at  insurer  American  International  Group,  but 
he  apparently  still  has  a  lot  of  fans  in  banking.  The  Forbes  400 
member  is  scheduled  to  be  the  keynote  speaker  this  month  at  an 
American  Bankers  Association  conference  in  California  on 
insurance  risk  management.  —Neil  Weinberg 


For  a  second  year  this  page  highlighted  public  companies  enjoying  a  big  price  boost  or  substantial  market  cap — at  sharp 
variance  with  underlying  facts  we  stated  at  the  time.  Below,  the  aftermath  compared  to  the  broader  market. — W.P.B. 


COMPANY  |  FORBES  ISSUE 


PRICE 
THEN 


WHAT  WE  REPORTED  THEN 


RECENT  PERFORMANCE 
PRICE    RELATIVE  TO  MARKET' 


Inform  Worldwide  Holdings  |  Nov.  27,  2006     $1 .95 


no  core  business;  no  net  worth 


$0.65 


32 


CPC  of  America  |  Dec.  11,2006 


19.80 


no  revenue  or  track  record 


6.50 


31 


Minera  Andes  I  Dec.  25,  2006 


1.29 


nothing  mined  in  a  decade 


1.58 


120 


CytoCore  |  Jan.  29 


3.75 


negative  net  worth 


2.10 


55 


Ecotality  |  Feb.  12 


1.18 


going-concern  warning  in  filings  0.23 


19 


onmental  Control  I  Feb.  26 


5.01 


scant  research  budget 


0.33 


YTB  international  |  Mar.  12 


8.30 


restatement  doubled  deficit 


1.18 


14 


Amish  Naturals  |  Mar.  26 


2.34 


no  sales,  no  profits,  no  net  worth       1 .58 


66 


Celsius  Holdings  |  Apr.  9 


1.35 


slim  basis  for  product  claims 


0.16 


12 


Century  Petroleum  |  Apr.  16 


1.33 


no  oil  and  gas  produced 


0.67 


50 


Orezone  Resources  |  Apr.  23 

1.99 

no  minerals  sold  in  a  decade  1.13 

57 

— h — \ 

Compress  Technologies  |  May  21 

0.70 

no  revenue  or  operating  cash  flow  0.10 

15 

Coates  International  I  June  4 


1.26 


losses,  self-dealing 


0.45 


38 


p4.0  30.8B  2L9 
«2J  4.9B  3.4 
p2.1  2.7C  2.7 
P5.0  16.9B  13.0 
p5.7  20.6C  10.9 
pLO  175ft  17.6, 
Lp2X  5.1A  2.9 
'  6.0  14JC  202 
23  2.9B  25 
P22  2.9B  2.7 
31A  2.1 
161C  is: 
-LIE  12. 
f.O  VM  10. 


Mountain  Province  Diamonds  I  June  18 


5.23 


no  diamonds  sold  in  1 5  years 


4.17 


85 


lerz  Fnargy  j  July  23 

4.72 

no  revenue  since  1999  inception 

2.52 

57 

Gold  i  Aug.  13 

28.81 

lists  no  reserves  in  SEC  filings 

26.25 

93  i.  mr 

[Global  Resource  Corp.  |  Sept.  17 

2.50 

accumulated  deficit,  no  revenue 

3.13 

129               ()  )\ 

Ceik'    Genetics  j  Oct.  1 

5.55 

no  revenue,  scant  R&D  budget 

7.12 

131  fev^jy 

Uranium  308  Corp.  |  Oct  15 

2.30 

equity  of  just  $16,000 

1.55 

BioSha  ,       Technology  j  Oct  29 

1.78 

no  revenue,  few  employees 

2.00 

120  H 

ProElite  j  i 

14.50 

losses,  big  competition 

8.00 

59 

AVERAGE  PERFORMANCE  OF  THESE  21,  PLUS  16  OTHER  COMPANIES  MENTIONED  IN  2006 

52 

'Value  on  Dec.  17,  2007,  of  $100  invested  in  company  divided  by  $1  invested  in  the  S&P  500,  using  initial  closing  price,  adjusted  for  later  splits  and 
mergers,  on  day  the  FORBES  issue  describing  the  company  reached  subscribers.  Score  below  100  (in  red)  means  company  trailed  the  stock  market. 
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trading 


$ 


Zecco 
Trading 

E*TRADE 

Schwab 

Special  Offer  Valid  thru.  Feb.  22,  2008 

k  Commissions 

$0 

$12.99 

$12.95 

"Small  is  the  new  big.  If  that  feels  like  an 
offbeat  idea  to  you,  you  need  this  book," 
-  Seth  Godin,  author  of 

Small 
Giants 

Bal.  to  Avoid 
tenance  Fees 

$0 

$10,000 

$0 

Purple  Cow  on  Small  Giants 
To  receive  this  FREE  book,  enter  sb1  @forbes 

*";'""  •'■•"•/../«,, 

ions  Trades 

$4.50  +50C 
/contract 

$12.99+75< 
/contract 

$9.95 +75C 
/contract 

when  you  open  a  trading  account  today  at: 
zecco.com/forbes    1 .866.858.9293 

Bo  Bu«L1NGHAM 

Trading,  Inc.  Member  FINRA/SIPC. 

iken  from  company  websites  on  November  26, 2007.  The  above  firms  may  waive  fees  or  reduce  commissions  if  certain  requirements  are  met. 
accounts  require  $2,000  minimum.  Options  involve  risk  and  are  not  suitable  for  all  investors.  Prior  to  buying  or  selling  an  option,  a  person  should  read  and  understand 
aracteristics  and  Risks  of  Standardized  Options.  Copies  of  this  document  may  be  obtained  by  contacting  Zecco  Trading  at  customerservice@zeccotrading.com. 


On  My  Mind  

By  W.  Kip  Viscusi,  university  distinguished  professor,  Vanderbilt  University. 


A  Price  on  Your  Head 

Are  you  worth  $7  million? 


THE  EN '  - 1 AL  PROTECTION 

Agen  I  a  political  firestorm 

ba  with  an  analysis  that  cal- 

lat  the  lives  of  those  over  age 
re  worth  37%  less  than  the  lives 
of  younger  people.  Citizen  groups  for 
the  elderly  were  outraged  at  this  "sen- 
ior death  discount"  and  ultimately 
the  EPA  withdrew  the  report.  Discus- 
sion of  age  distinctions  are  off  the 
table  now,  but  the  government  rou- 
tinely places  a  dollar  value  on  lives 
saved  by  regulation. 

Although  some  may  consider  it 
immoral  to  even  raise  the  question 
of  the  dollar  value  of  life,  risk  regu- 
lation agencies  can't  avoid  doing  so. 
We  would  soon  exhaust  all  of  our 
resources  if  we  tried  to  do  every- 
thing that  would  make  our  lives 
safer.  A  zero  pollution,  risk-free 
society  is  unattainable. 

To  see  why  putting  a  price  tag 
ted  lives  saved  makes 
helpful  to  see  where 
thes  5  come  from.  The  economic  value  of  life  is  not  the 

total  ol  ne  earnings,  the  taxes  we  contribute  or  any 

other  accoi  icasure  that  seems  like  economics.  Rather,  the 

value  of  life  \t  people  are  willing  to  spend  to  reduce 

small  risks  ot 

Consider  the  mi  risky  jobs.  Suppose  that  on  average, 

workers  face  a  fatality  r  of  being  killed  each  year 

and  that  they  accept  this  uirn  for  an  extra  $700  in 

annual  wage  compensation.  I  his  means  that  if  10,000  workers 
faced  a  similar  risk,  on  average  one  worker  would  die,  and  so 
firms  would  pay  a  total  of  $7  million  in  compensation  for  the  one 
expected  death.  The  value  of  a  statistical  life  is  consequently 
$7  million  in  this  example,  and  the  number  cited  generally  by 
most  reliable  estimates.  A  considerable  economics  literature  has 
documented  the  extra  pay  that  workers  receive  for  fatality  risks, 
the  lower  prices  that  risky  products  command  and  the  lower 
housing  prices  for  houses  in  dangerous  areas. 

This  number  does  not  imply  that  people  would  accept 
certain  death  if  paid  $7  million  or  that  they  could  come  up  with 
$7  million  to  buy  out  of  certain  death.  Rather,  it  captures  the  rate 


Superfund  cleanups  prevent 
cancer  at  a  cost  of  billions  of 
dollars  per  expected  case. 


at  which  people  are  willing  to 
spend  money  to  reduce  risk. 

Most  government  agencies,  in 
assessing  the  cost  impact  of  regula- 
tions, use  value-of-life  numbers  on 
the  order  of  $5  million  to  $7  mil 
lion  per  expected  life  saved.  But 
how  much  they  really  spend  tc 
save  lives  is  another  matter.  Some- 
times it's  driven  by  legislative  man- 
dates that  do  not  require  risk-cost 
tradeoffs.  Superfund  hazardous 
waste  cleanups,  for  example,  pre- 
vent cases  of  cancer  at  a  cost  oi 
billions  of  dollars  per  expected  case. 

The  U.S.  Department  of  Trans- 
portation, on  the  other  hand,  histor- 
ically used  wrongful  death  judgments 
to  value  life.  It  now  places  a  value  ol 
$3  million  per  life  for  efforts  such  as 
improving  airline  safety,  a  figure  thai 
is  too  low  and  will  produce  too  little 
safety  regulation. 

The  question  that  the  EPA  was 
courageous  enough  to  confront  in  2002 
is  whether  all  lives  should  have  the  same  value.  Should  we  value  the 
lives  of  the  old  the  same  as  the  young,  the  rich  the  same  as  the  pool 
and  voluntary  risk  takers  the  same  as  those  who  choose  safer  lifestyles: 
The  age  difference  represents  a  good  starting  point  for  think- 
ing about  such  distinctions.  The  biggest  gains  in  life  expectanc) 
generally  result  from  saving  the  lives  of  the  young.  But  goin£ 
back  to  first  principles,  what  matters  in  valuing  life  is  people's 
willingness  to  pay  to  reduce  small  risks  of  death.  Those  values  gc 
up  as  we  age,  along  with  overall  spending.  The  fact  that  60-year- 
olds  drive  safer  cars  and  lead  safer  lives  than  their  children  is  no 
a  coincidence.  Labor  market  studies  show  that  workers  at  age  6( 
have  a  higher  value  of  statistical  life  than  workers  at  age  20. 

For  those  with  very  short  life  expectancies,  the  value  of  statis 
tical  life  does  decline.  How  much  is  not  known.  But  to  effectively 
reduce  risks,  agencies  such  as  the  EPA  must  grapple  with  the  type: 
of  unpleasant  tradeoffs  raised  in  its  senior  death  discount  analy 
sis.  If  air  pollution  regulations  are  expected  to  increase  the  lif» 
expectancy  of  those  with  advanced  respiratory  disease  by  two 
months,  is  doing  so  really  as  valuable  as  adding  70  years  of  lifi 
expectancy  by  preventing  the  deaths  of  as  many  children? 
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What  would  yours  say? 


F  ow-Through 


23,  2005 

jtfatchincf 

Wachovia 

The  Charlotte,  N.C.  bank,  now  the 
fourth-largest  bank  in  the  country,  had 
aspirations  to  be  a  "universal  bank."  Chief 
G.  Kenne>'  i  Thompson  wanted  to 

do  ev  tig  from  peddling  annuities 
to  i  .  I  iting  equities  at  a  time  when 
utors  were  losing  faith  in  financial 
jiermarkets.  While  Wachovia  is  stick- 
ing with  that  strategy,  it's  had  to  put  the 
brakes  on  growth  plans  after  credit  mar- 
ket turmoil  started  battering  its  bottom 
line  this  fall. 

In  December  Wachovia  announced 
that  estimated  fourth-quarter  losses 
from  loan  defaults  would  double,  from 
$500  million  to  $1  billion,  as  mortgage- 
related  investments  continue  to  tank. 
This  after  the  bank  racked  up  $1.3  bil- 


Weathering  the  storm:  Ken  Thompson. 

lion  in  losses  in  the  third  quarter. 

In  May  2006  Wachovia  had  bought 
Golden  West  Financial,  one  of  Califor- 
nia's biggest  mortgage  lenders,  in  what  it 
now  acknowledges  was  a  severe  case  of 
bad  timing.  Since  our  story,  Wachovia's 


stock  has  tumbled  24%  to  a  recent  $40. 
A  sanguine  Thompson  is  telling  inves- 
tors: "We  know  that  2008  is  going  to  be 
challenging  for  us,  and  we  think  we  will 
do  just  fine."  —David  K.  Randall 

MAY  8  2006 

Trust  Me 

We  noted  the  revival  of  blank-check  ini- 
tial public  offerings,  in  which  investors 
give  management  money  for  the  pur- 
pose of  making  some  unknown,  future 
investment  in  a  business.  To  us  these 
deals  looked  a  little  too  much  like  the 
scandalous  blind  pools  of  the  1980s.  But) 
the  new  breed  at  least  kept  funds  in 
interest-bearing  escrow  and  got  under- 
writing support  from  respectable  enti- 
ties like  Citigroup,  Merrill  Lynch  and 
Deutsche  Bank. 

Our  caution  notwithstanding,  the  trend 
has  exploded.  In  2007,  62  companies  have 
raised  $10.1  billion.  In  the  past  year  hedge 
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fund  rabble-rouser  Nelson  Peltz,  Texas 
Rangers  owner  Thomas  Hicks  and  finan- 
cier Ronald  Perelman  have  all  started 
blank-check  ventures. 

We  raised  a  red  flag  about  Acquicor, 
the  blank-check  outfit  started  by  Apple 
founder  Steve  Wozniak  and  two  other 
former  Apple  execs.  It  has  not  fared  well. 
It  picked  up  Jazz  Semiconductor  last  Feb- 
ruary and  renamed  itself  Jazz  Technolo- 
gies. But  the  stock  has  lost  more  than  half 
its  value  since  our  story  and  now  trades 
below  $2.  —Matthew  Craft 

APRIL  28,  2003 

Tumbleweeds 

In  2003  we  detailed  Austin  telecom 
entrepreneur  Stephen  Smith's  attempt  to 
fashion  a  high-end  Old  West-themed 
Texas  getaway  called  Lajitas.  The  place 
had  its  own  airport,  air-conditioned 
equestrian  center  and  a  beer-guzzling 
goat  serving  as  the  town's  mayor.  But 


what  was  billed  as  the  "ultimate  hideout" 
300  miles  from  the  closest  big  city 
turned  out  to  be  a  little  too  far  off  the 
beaten  track.  Last  summer,  after  invest- 
ing $85  million  and  selling  just  $9  mil- 
lion worth  of  real  estate,  Smith  waved  a 
white  flag  and  the  development  declared 
bankruptcy. 

In  December  a  deep-pocketed  in- 
vestor, Kelcy  Warren,  owner  of  a  publicly 
traded  Dallas  gas  pipeline  company, 
bought  Lajitas  for  $14  million.  Warren 
intends  to  keep  the  resort  in  operation. 
Lajitas'  decline  turned  up  a  piece  of 
apparent  horse  trading:  The  state  high- 
way department  has  been  left  sitting  on 
the  "Lajitas  Relief  Route,"  a  $1.2  million 
federal  earmark  to  move  FM  170,  which 
currently  bisects  the  resort.  The  alloca- 
tion, which  can  be  used  only  for  that 
road,  was  arranged  by  former  congress- 
man Henry  Bonilla,  who  received  cam- 
paign contributions  from  Smith. 

— Heidi  Brown 
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Heads  Up   

Don't  Peek 

NOT  READY  TO  TAKE  YOUR  COMPANY  PUBLIC? 
Take  it  semipublic.  Do  a  Rule  144a  offering.  The 
Securities  &  Exchange  Commission  rule  allows 
nies  to  raise  capital  while  dispensing  with 
formalities  as  registering  with  the  SEC,  filing 
financial?  oilowing  accounting  standards.  The  securities 
can  tv  ly  to  sophisticated  investors,  to  wit,  hedge  funds 

anr'  :stment  advisers  with  at  least  $100  million  under 
;ement.  Issuers  are  also  exempt  from  the  nitpicking 
4uirements  of  Sarbanes-Oxley. 
Although  most  of  the  $2  trillion  in  Rule  144a  securities  out- 
standing represents  debt,  the  equity  portion  is  nonetheless  big 
enough  to  eclipse  the  public  market  in  recent  issuance.  Through 
the  first  nine  months  of  2007  companies  raised  $300  billion  in 
144a  equity,  compared  with  $215  billion  for  public  markets, 
reports  Dealogic.  Often  these  deals  were  for  private  offerings  in 
companies  that  are  already  public.  But  within  the  144a  category  is 
a  subset  that  goes  by  PIPO  (for  "pre-initial  public  offering"): 
These  are  privately  offered  shares  in  companies  that  are  not  yet 
public.  In  the  two  years  before  Sarbox  went  live  in  2002,  there 
were  only  two  PIPO  deals.  Since  then  there  have  been  83,  raising 
an  average  $282  million. 

Not  being  public  doesn't  prevent  a  company  from  having  its 
shares  traded.  In  the  coming  months  the  semipublic  sector  will 
be  getting  an  assist  from  Nasdaq,  whose  Portal  Alliance  database 
provides  price  information  to  buyers  and  sellers  of  144a  shares. 
Individuals  should  keep  a  sharp  eye  on  this  market — not  to 
yin  but  to  avoid  being  whacked  by  the  tail  end.  Dealogic  says 
of  the  85  PIPOs  have  led  to  public  offerings,  which  then 
irm  poorly.  During  the  first  12  months  after  going 
public        verage  PIPO  did  21.5%  worse  than  a  simultaneous 
inves;  e  S&P  500,  while  new  issues  as  a  whole  beat  the 

markets  by 

Example:  i  iiiion  (sales)  Aventine  Renewable  Energy. 

Formerly  the  biofuel  ions  of  Williams  Cos.,  Aventine  was 

picked  offby  a  priv.,  in  of  Morgan  Stanley  for  $75  mil- 

lion in  2003.  It  then  iss  led  $160  million  of  debt  to  pay  its 
investors  a  $107  million  dividend.  In  late  2005  Morgan  sold  the 
company  to  144a  equity  buyers  a  PIPO  for  $275  million, 


quintupling  its  investment  in  two  and  a  half  years.  Pushed  by 
investors  hoping  to  flip  at  a  profit,  Aventine  filed  to  go  public 
soon  after  Morgans  exit,  and  raised  $390  million  in  its  mid-2006 
offering.  Great  for  PIPO  investors,  who  recouped  a  42%  return 
(before  banking  fees)  in  six  months.  Not  so  great  for  individual 
investors:  Aventine's  shares  recently  dropped  to  $10,  74%  below 
their  close  on  its  first  day  of  trading.  Analysts  see  earnings  falling 
63%  in  2007  and  another  71%  in  2008. 

Even  if  you  don't  buy  new  issues,  you  can  get  singed  by  sim- 
ply owning  shares  in  a  mutual  fund.  Various  T.  Rowe  Price  and 
Fidelity  funds  hold  baskets  of  144a  equities,  although  the  lump- 
sum disclosures  don't  reveal  what  companies  are  in  the  basket. 
T.  Rowe's  Mid-Cap  Value  Fund,  for  instance,  has  5.2%  of  its  port- 
folio in  private  issues,  says  LionShares,  a  database  that  keeps 
score  on  the  holdings  of  funds  and  institutions. 

"We  buy  with  the  expectation  that  [PIPOs]  will  go  public,"  says 
John  Richardson,  a  director  at  Munder  Capital  Management,  a 
Birmingham,  Mich,  mutual  fund  adviser.  But  he  keeps  144a 
equities  on  his  books  at  40%  below  cost.  The  public,  after  all, 
might  discover  that  the  public  offerings  are  not  so  hot. — Jack  Gage 

Garbage  In  ...  

Not  all  144a  equity  offerings  are  junk.  But  once  these 
private  securities  go  public  they  tend  not  to  perform 
very  well.  Results  below  are  relative  to  the  S&P  500. 


1     2     3     4     5     6     7     8     9    10   11  12 

Sources:  Dealogic;  IDCIExshare  via  FactSet  Research  Systems. 
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ell  and  Adobe  make  it  simple  to  securely  share  information.  Adobe  Acrobat  8 
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DF  document  with  ease.  And  when  Adobe  Acrobat  8  Professional  is  running  on  the 
jstomizable  Dell  Precision  T3400,  you  can  maximize  productivity. 


Dell  Precision  T3400 
Workstation 
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A  blend  of  power  and  performance. 

Starting  at: 
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Adobe  Acrobat  8  Professional 
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Workout 


Bottom-fishers  may  find  some  ways  to  save  the  housing  market  long  before 
politicians  have  the  solution  |  By  Neil  Weinberg 


AS  A  HEDGE  RIND  MANAGER, 
Steven  Persky  stays  in  busi- 
ness by  doing  well  by  his 
clients.  As  a  side  effect,  the 
Los  Angeles  financier  may 
also  contribute  to  the  solution  to  the  hous- 
ing crisis. 

Persky  s  firm,  Dalton  Investments,  is 
raising  as  much  as  $1  billion  from 
wealthy  individuals  and  institutions  to 
buy  delinquent  mortgages  in  troubled 
markets  like  Phoenix,  Las  Vegas  and 
southern  California.  Persky  figures  he 
can  pick  up  the  distressed  paper  for  50 
cents  on  the  dollar. 


And  then  what?  Is  he  going  to  put 
defaulting  homeowners  out  on  the  side- 
walk? That's  not  his  plan.  He  says  he  is 
going  to  cut  deals  with  them  to  stay  put 
while  making  smaller  payments  than  they 
originally  contracted  to  make.  The  evic- 
tion route  would  make  sense  only  if  there 
were  new  buyers  willing  to  pay  more  than 
the  mortgage  balance  for  the  house.  (A  lot 
more — evictions  are  expensive  affairs.) 
For  the  kinds  of  mortgages  Persky  is  look- 
ing at,  such  buyers  are  not  to  be  found. 

"A  lot  of  defaulted  mortgages  need 
to  be  restructured,  but  this  is  a  classic 
distressed  investing  opportunity,"  Persky 


says.  "This  market  will  clear  by  investors 
restructuring  distressed  assets,  not  by 
government  unilaterally  changing  credii 
terms." 

What  happens  when  a  junk  bone 
issuer  gets  into  trouble?  Do  the  bond- 
holders put  padlocks  on  the  doors  anc 
sell  the  company's  machinery  for  scrap; 
Usually  not.  The  creditors  are  likely  to  dc 
better  keeping  the  factory  running. 

Persky  concedes  that  the  housing 
market  has  a  lot  more  pain  ahead.  So  fai 
3.3%  of  the  mortgage  borrowers  in  thi: 
country  are  30  or  more  days  delinquen 
on  their  payments,  according  to  Equifax 
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That  figure  will  hit 
4%  next  year,  Moody's 
Economy.com  predicts. 

Treasury  Secretary 
Henry    Paulson  is 
working  on  an  inter- 
est-rate freeze  with  big 
lenders,   and  some 
politicians  would  go  a 
lot  beyond  the  Paulson 
plan,  with  moratori- 
ums on  foreclosures. 
In  the  meantime,  the 
distressed-debt  buyers 
are  out  in  force.  They 
see  the  mortgage  fiasco 
as  a  buying  opportu- 
nity as  good  as  the 
one  presented  by  junk 
bonds   in    1990  or 
busted  tech  stocks  in 
2002.  In  2006  private 
equity  firms  raised 
$18  billion  for  invest- 
ments in  distressed 
(debt  and  special  situations,  including 
(housing.  In  the  first  eight  months  of 
12007  they  raised  another  $23  billion, 
isays  Private  Equity  Intelligence.  So  far 
ivery  little  of  this  cash  has  been  put  to 
I  work.  The  bottom  has  not  been  found 
|  in  home  prices,  but  it  has  to  exist  some- 
where. This  is  what  the  debt  workout 
iDusiness  is  all  about. 
I     Bond  giant  Pacific  Investment  Man- 
agement, a  subsidiary  of  Allianz  SE,  is 
ijraising  $2  billion,  including  $20  million 
jxom  its  own  employees,  to  invest  in  the 
i|?imco  Distressed  Mortgage  Fund.  The 
!rm  told  prospective  clients  it  expects  to 
i,;arn  15%  to  20%  annual  returns, 
'•according   to   the   Fresno  County 
.employees'  Retirement  Association. 
\mong  other  pensions  plunking  down 
unds  are  the  Oklahoma  Teachers, 
Drange  County  (Calif.)  Employees  and 
j^ew  Jersey's  Division  of  Investment. 
^Jew  Jersey  is  giving  Pimco  $125  million 
ind  the  Ccnterbridge  Distressed  Credit 


Partners  Fund  another  $100  million. 

Goldman  Sachs  boss  Lloyd  Blank- 
fein  announced  last  month  his  firm  had 
raised  $1.8  billion  to  buy  distressed 
securities  like  shaky  mortgage-backed 
bonds.  Fixed-income  giant  BlackRock 
is  getting  together  a  similar  fund. 
Among  private  equity  shops,  billionaire 
Wilbur  Ross  and  Marathon  Asset  Man- 
agement are  both  investing  in  distressed 
subprime  mortgages. 

Wells  Fargo,  the  nation's  second- 
largest  mortgage  lender,  is  now  acquir- 
ing triple-A-rated  jumbo  mortgages,  as 
the  spread  they  are  paying  over  smaller 
home  loans  (suitable  for  sale  to  Fannie 
Mae)  quadrupled  since  July  to  1.1  per- 
centage points.  "We're  buying  with 
both  hands,"  says  Chairman  Richard 
Kovacevich. 

Investment  firm  Gordon  Brothers 
used  its  partners'  capital  and  leverage 
recently  to  buy  160  homes  at  a  "signifi- 
cant discount"  from  their  previous  book 
value  from  a  bankrupt  home  builder.  It 
intends  to  sell  them  at  auction.  "Raw 
land,  condos,  single-family  homes.  To 
us  it's  just  a  question  of  the  right  price 
for  each  market,"  says  managing  direc- 
tor Gary  Prager. 

In  September  Morgan  Stanley  Real 
Estate  set  up  a  joint  venture  with 
Lennar  Corp.  that  paid  $525  million  for 
1 1,000  residential  lots  previously  valued 
at  $1.3  billion  on  Lennar's  books.  The 
deal  gives  Lennar  a  20%  stake  in  the 
new  venture  and  rights  to  buy  back 
some  of  the  properties.  There  is  a  market- 
clearing  price  for  anything. 

Jeffrey  Gault  used  to  run  KB  Homes' 
urban  development  unit.  He  says  he 
could  spend  his  days  playing  golf.  But 
with  the  opportunities  he  sees,  he  is  out 
raising  $350  million  for  LandCap,  a  new 
venture  that  will  do  deals  similar  to 
Morgan  Stanley's. 

"There's  a  lot  of  competition  among 
smart  investors,"  he  says.  "I  don't  think 
government  intervention  is  needed."  F 


Mr. 
One  Mill 
Percent 


Berkshire  Hathaway's 
stock  price 


Source:  Compustat  via  FactSet 
1  q  #~  Research  Systems. 
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Warren  Buffett  might  be  spending  too 
much  time  begging  the  U.S. 
government  to  sock  him  with  more 
taxes,  but  the  guy  sure  knows  how  to 
make  money  for  shareholders.  He's  up 
1,000,000%. 

Buffett  started  buying  Berkshire 
Hathaway  shares  in  1962  and  took 
control  of  the  company  in  1965— 
around  the  time  Berkshire  shares  hit 
$15.  So  when  the  stock  traded  above 
$150,000  for  a  while  on  Dec.  1 1,  it 
was  what  Peter  Lynch  (had  he  had 
such  an  object  in  his  portfolio)  might 
have  called  a  10,000-bagger. 

For  those  few  hours  when 
Berkshire  shares  were  above 
$150,000,  Buffett  became  the  worlds 
richest  man,  his  net  worth  cresting  at 
$65  billion.  He  ceded  the  title  back  to 
Bill  Gates  as  the  stock  fell  to  $143,300 
by  the  end  of  the  week. 

At  press  time  both  Gates  and  Buf- 
fett had  fortunes  bigger  than  that  of 
Mexican  tycoon  Car- 
los Slim  Helu,  exuber- 
antly described  by 
another  publication  as 
the  world's  richest 
man.  Slim  hasn't  been 
at  the  top  in  months. 

—Matthew  Miller 
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ON  THE  DOCKET 


Digging  for  dubious  claims: 
former  Grace  vermiculite 
mine  in  Montana. 


AVID  BERNICK  WANTS  TO  END  BUSI- 
■  ness  as  usual  in  the  asbestos -litiga- 
tion  complex.  The  lawyer  for  WR. 
Grace  is  mounting  a  frontal  assault  on  the 
system  that  has  driven  Grace  and  many  other 
asbestos-tainted  companies  into  bankruptcy 
and  enriched  plaintiff]  iwyers  who  recruited 
thousands  of  clients  with  mass  X-ray  screen- 
ings and         i  medical  diagnoses. 

|i  ,.;tieduled  for  mid-January, 

Ben  to  persuade  a  Delaware 

b?.;  ikruptcy  judge  to  value 
is  won  ^jss  tens  of  thou- 
of  claims  stemming 

om  lawsuits  against 
Grace,  which  used  asbestos 
in  spray-on  fireproofing 
and  Zonolite  insulation 
and  other  fireproofing 
products.  The  stakes  are 
huge.  Plaintiffs  put  the 
company's  liability  at  $6  bil- 
lion, making  it  insolvent, 
while  Grace  says  it  can 
settle  the  mess  for  as  little 
as  $500  million. 

Bernick's  argument: 
Many  of  the  claimants 
haven't  submitted  evidence 
that  they  handled  Grace's 
building  materials,  and  if 
they  did  they  often  pro- 

ded  questionable  or  no 
evidence  of  a  link  between 
asbestos  and  any  medical 
problems.  If  he  succeeds, 
he  could  win  rulings  mak- 
ing it  harder  to  press  dubious  claims  in  court. 
If  he  fails,  Grace's  $1.8  billion  in  shareholder 
value,  up  tenfold  over  the  past  five  years 
(share  price  is  around  $25),  likely  will  be 
wiped  out  and  handed  over  to  asbestos 
claimants. 

"We  don't  have  to  pay  anything  we're  not 
legally  liable  for,"  says  Bernick,  53,  a  5-foot-  6 
dynamo  who  has  defended  tobacco 
companies  and  breast-implant  manufactur- 
ers with  equal  fervor.  "If  the  evidence  isn't  there 
to  support  disease  we  caused,  we  shouldn't  pay 
anything.'' 

It's  an  unusual  approach  in  the  upside- 
down  world  of  asbestos  bankruptcy.  Most 
companies,  such  as  Johns  Manville  and  U.S. 
Gypsum,  admit  they  owe  more  than  they're 


worth  and  form  an  alliance  with  plaintiff 
lawyers  to  set  up  trusts — funded  with  stock 
and  insurance  dollars — that  settle  asbestos 
claims  with  minimal  scrutiny.  The  benefit 
for  the  company  is  a  court  bar  to  future 
asbestos  suits. 

"They're  betting  the  farm  on  this,"  says 
Daniel  Speights,  a  Charleston,  S.C.  lawyer 
who  claims  he's  won  more  from  Grace  than 
any  other  attorney  and  is  opposing  the 
company's  efforts. 


Asbestos  lawyers  have  had  their  way  with 
bankrupt  companies  so  far.  W.R.  Grace  hopes 
to  change  all  that  |  By  Daniel  Fisher 


Grace,  in  Columbia,  Md.,  tried  to  avoid 
bankruptcy  throughout  the  1990s  by  settling 
some  150,000  cases,  many  for  as  little  as 
$3,000.  But  after  getting  hit  with  a  wave  of 
tens  of  thousands  of  new  lawsuits  between 
1999  and  2001,  it  filed  for  protection  in  2001, 
joining  many  other  companies  that  have 
paid  out  an  estimated  $80  billion  to  settle 
asbestos  claims.  "My  research  suggests 
something  like  90%  of  the  last  200,000  to 
300,000  asbestosis  claims  that  have  been  paid 
are  bogus,"  says  Lester  Brickman,  a  profes- 
sor at  Yeshiva  University's  law  school. 

Grace  has  commissioned  reports  that 
attempt  to  make  the  same  point.  In  a 
September  filing,  for  example,  Dr. 
Howard  William  Ory,  an  epidemiologist 


retired  from  the  Centers  for  Disease  Con- 
trol &  Prevention,  contended  there  were 
no  more  than  28,000  medically  plausible 
cases  of  asbestosis  in  the  U.S.  male  popu> 
lation  between  1989  and  2001 — a  perioc 
when  Grace  was  hit  with  more  thar 
200,000  lawsuits.  His  conclusion  waj 
based  on  a  U.K.  database  that  showec 
asbestosis  was  quite  rare. 

Grace  also  hired  three  academic  lunj 
experts  to  examine  X  rays  of  47 1  plaintiff: 
who  said  they'd  contractec 
lung  cancer  from  asbestos 
Plaintiff  experts  diagnosec 
asbestos  exposure  in  829i 
of  the  plaintiffs,  yet  the  ac 
ademics  could  only  fine 
opacities — a  possible  indi 
cation  of  calcified  asbesto 
fibers — in  7%  of  the  films 
Elihu  Inselbuch,  th 
lead  lawyer  for  the  as 
bestos  claimants  in  Nev 
York,  says  of  Grace,  "The 
do  what  they  do,  and  w 
do  what  we  do,  and  that 
why  we  have  a  court."  An< 
for  now  Inselbuch  has  th 
upper  hand.  Bernick 
long-shot  legal  strategy  i 
asking  the  federa 
bankruptcy  court  to  elim 
inate  claims  that  started  o; 
the  state  level.  "Federe 
courts  have  stricter  rule 
for  allowing  evidence 
often  requiring  scientifi 
methodology,  but  judges  have  been  reluctar 
to  apply  them  to  asbestos  claims." 

Under  special  rules  for  asbestos  bankrupt 
cies,  75%  of  the  claimants — anybody  with 
lawsuit,  no  matter  how  flimsy — must  approv 
Grace's  plan  of  reorganization.  Unless  Bernic 
can  deflate  claims  on  a  wholesale  basi 
plaintiff  lawyers  will  keep  rejecting  Grace 
plans  until  the  judge  imposes  a  solutio 
friendly  to  asbestos  claimants. 

That's  why  corporations  end  up  gettin 
into  bed  with  plaintiff  lawyers — to  g« 
their  bankruptcy  plans  approved,  sa> 
Richard  Nagareda,  a  mass-torts  expert 
Vanderbilt  University  Law  School.  Again: 
great  odds,  Bernick  wants  to  keep  Grace 


feet  on  the  floor. 


I 
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Scotland  has  been  the  site  of  some  epic 
battles.  None  more  important  than  the 
fight  against  cancer.  The  discovery 
of  the  p53  cancer  suppressor 
gene  is  just  one  example 
of  Scottish  ingenuity.  The 
CAT  scan.  MRIs.  Stem  cell 
research.  They  all  got  their  start 
here.  In  fact,  the  latest  advances  in  life 
sciences,  such  as  the  world's  leading 


developments  in  Translational  Medicine, 
are  happening  across  our  lands.  Which 
is  why  more  and  more  companies  are 
doing  business  in  Scotland. 
Where  they  can  get  the 
innovative  resources  they 
need  to  advance  science.  And 
their  businesses.  Contact  Scottish 
Development  International  to  find  out 
how  your  company  can  join  them. 


gSf  SCOTTISH 

^^^^     DEVELOPMENT  INTERNATIONAL 
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PRIVATE  LIVES 


A  succession  battle  at  hotel  owner 
Carlson  Cos.  pits  mother  against  son. 
Where's  the  hospitality? 
By  Mary  Ellen  Egan 

THESE  DAYS,  IT  SEEMS,  BLOOD  ISN'T  THICKER  THAN  WATER  IN 
the  boardroom.  At  Viacom  and  CBS  we  have  the  King  Lear 
drama  of  Sumner  Redstone  and  his  daughter,  Sheri.  At 
Cablevision  James  Dolan  and  his  father,  Charles,  are  engaged  in  a 
rancorous  fight.  And  now  we've  got  a  nasty  mother-son  feud  at  Carl- 
son Cos.,  the  $3.7  billion  (estimated)  sales  empire  that  includes 
Radisson  hotels  and  TGIFriday's  restaurants. 

Marilyn  Carlson  Nelson,  chief  executive  of  the  privately  held  com- 
pany in  Minnetonka,  Minn.,  fired  her  son,  Curtis,  44,  last  year  from 
his  job  as  chief  operating  officer.  He  was  unfit,  his  temper  was  ex- 


Mother  knows  best:  Chief  Marilyn  Carlson  Nelson  and  son,  Curtis. 

plosive  and  his  behavior  was  "inconsistent,"  the  form  said.  Nelson 
then  filed  suit  demanding  to  be  bought  out,  and  Mom  countersued. 

All  this  would  no  doubt  pain  his  grandfather,  Curtis  Carlson, 
who  founded  the  company  in  1938  and  ran  it  until  1998,  when  he 
turned  over  the  reins  to  his  daughter  Marilyn.  Before  his  death  in 
1999  Carlson  put  together  an  elaborate  manual  advising  his  daugh- 
ter and  the  board — six  family  members  and  three  outsiders — to  try 
at  all  costs  to  keep  the  company  within  the  family's  control. 

Curtis  Nelson  started  his  career  in  1976  as  a  12-year-old  dish- 
washer at  one  of  the  company-owned  restaurants  (Country  Kitchen). 
According  to  his  state  court  suit,  Nelson  "was  led  to  believe  through- 
out his  life  that  if  he  joined  the  business  and  worked  diligently"  he 
would  become  chief  executive.  (Through  his  lawyers,  Nelson  declined 
comment.)  His  suit  further  alleges  that  he  was  pushed  out  without 
explanation  and  blames  his  mother. 

Nonsense,  responds  Marilyn,  68.  According  to  her  April  2007 
countersuit,  during  a  leave  of  absence  in  2003  Nelson  was  told  that 
he  would  be  reinstated  as  chief  operating  officer  if  he  remained  "clean 
and  sober."  Nelson  agreed,  but  in  2006,  according  to  the  counter- 
suit,  he  used  his  company  computer  to  purchase  "large  quantities  of 
controlled  substances"  from  online  pharmacies,  including  a  prod- 
uct called  "Quick-Detox,"  which  is  advertised  as  helping  users  to  "pass 
any  drug  test."  (The  mother  and  her  lawyers  declined  comment.) 

A  month  after  his  mother  filed  her  countersuit,  Curtis  was 
arrested,  and  later  convicted,  in  Minneapolis  for  drunk  driving.  Two 
months  later,  according  to  court  records,  he  confronted  a  similar 
charge  in  Palm  Beach,  Fla.  and  was  ordered  to  pay  fines.  No  date 
has  been  set  yet  for  his  suit  against  his  mother.  Meanwhile  the  search 
for  Marilyn  Nelson's  successor  has  been  extended  to  include 
nonfamily  candidates.  F 
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Gift-hu;  truly  self-obsessed  friend?  Consider  buying  him  a  reading 

of  his  entii  c        .  ode— for  $350,000.  A  firm  in  Cambridge,  Mass.  called 
Knome  (pronounced  "gnome")  is  offering  the  service  to  hypochondriacs 
and  their  sympathizers.  You  could  find  out  that  you're  going  to  keel  over 
from  cancer  before  yo     -\  any  symptoms. 

Until  now  only  J.  Craig  Venter,  the  brash  gene-mapper,  and  James  Watson, 
who  discovered  DNAs  structure,  have  gotten  to  look  straight  at  their  entire  DNA  code. 
A  bunch  of  other  companies  recentiy  surfaced  that  give  consumers  a  glimpse  of  their  genes  for  prices  ranging  from  $985 
to  $2,500.  Among  them  are  Google-funded  23andMe,  Iceland's  Decode  Genetics  and  Navigenics  of  Redwood  Shores, 
Calif.  But  the  low-budget  products  sample  only  1  million  common  gene  variations.  Knome  is  promising  to  look  at  all 
3  billion  letter  pairs  in  a  persons  genome,  in  a  few  months'  time.  Cofounder  George  Church,  a  Harvard  professor  who  is 
separately  running  a  DNA  sequencing  effort,  says  he  started  the  company  after  people  had  approached  him  saying  they 
would  pay  great  sums  to  learn  their  entire  DNA.  He  joined  with  entrepreneurs  Jorge  Conde  and  Sundar  Subramaniam. 

No  buyers  yet,  and  you  might  think  carefully  before  spending  that  $350,000.  Scientists  don't  understand  fully  how 
genes  interact  to  produce  a  particular  disease.  On  the  other  hand,  you  will  be  in  an  exclusive  club:  rCnome  will  take  only 
20  people.  Church  suggests  they  might  even  have  an  edge  when  it  comes  to  biotech  investing.  —Matthew  Herper 
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)oes  your  bank  think  small  about  your  small  business? 

our  business  deserves  better  And  Capital  One  delivers  with  No  HassleSM  business  loans,  lines  of  credit,  credit  cards,  plus 
I  little  something  we  like  to  call  respect. To  find  out  how  we  can  help  your  business  or  for  more  information,  visit  us  at 


ipitalone.com/smallbusiness.  What's  in  your  wallet?® 


i  intended  for  qualified  applicants  only.  ©2007  Capital  One  Sen/ices  Inc. 


CapitalQne 


small  business 


SOLUTIONS 


Smart  and  Cute 

The  Palm  Centro  is  an  attractive  phone  at  a  decent  price.  It  also  represents  a 
lifeline  for  a  company  that  has  been  outgunned  by  Apple. 

By  Daniel  Lyons 


IT'S  HARD  TO  BELIEVE,  BUT  A  FEW  YEARS  AGO  THE  PALM 
Treo  was  as  cool  as  the  iPhone  is  today.  Gadget  geeks  raved 
about  the  Treo's  slick  touchscreen,  wonderful  user  interface 
and  breadth  of  software  applications  written  for  it.  Today 
those  Treos  look  big  and  clunky.  And  the  company  that 
makes  them  is  a  mess.  Sales  are  down,  losses  are  mounting, 
workers  are  being  laid  off.  In  recent  months  the  Treo  has  been 
outsold  2-to-l  by  Apple's  iPhone. 

With  a  fresh  investment  from  private  equity  firm  Elevation 
Partners  (which  also  owns  a  stake  in  Forbes)  and  design  work  led 
by  Apple  veteran  Jonathan  Rubinstein,  Palms  engineers  are  creat- 
ing a  new  line  of  smart  phones  that,  presumably,  will  be  thinner 


and  better  looking  than  the  Treo.  The  phones  will  also  have  a 
Linux-derived  operating  system,  replacing  the  decade-old  Palm 
OS,  which  is  now  ancient  by  techie  standards. 

Those  new  smart  phones  won't  arrive  until  early  2009.  Until 
then  Palm's  livelihood  rests  heavily  on  the  cute  little  Centro 
phone.  Like  the  Treo,  it  has  a  touchscreen.  And  it  costs  only  $99 
on  a  two-year  deal  with  Sprint. 

Unlike  the  Treo,  which  is  aimed  at  power  users  and  business 
types,  Centro  is  designed  to  reach  folks  who've  never  used  a  smart 
phone  before.  These  are  people  who  have  been  put  off  by  high  prices, 
or  they're  kids  who  think  smart  phones  are  only  for  corporate  dorks, 
or  they're  technophobes  who  are  intimidated  by  all  the  frills  and 
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Occasionally,  your  IT  problems  require  someone 
to  go  the  extra  mile.  Above  and  beyond. 
Far  and  wide.  Even  then,  we're  there. 


More  demands  and  more  pressure.  Less  time  and  fewer  resources.  Business  today  is  full  of  challenges.  When  it  comes  to 
technology,  CDW  will  do  what  it  takes  to  respond  to  your  needs.  We  have  products  from  the  top  names  in  the  industry, 
in  almost  every  technology  category  imaginable.  Our  dedicated  account  managers  and  technology  specialists  can  offer 
advice  and  create  solutions,  from  the  simple  to  the  complex.  We  even  have  a  full  range  of  custom  configuration  services 
at  your  disposal.  So  when  you  need  IT  help,  think  CDW.  We're  there  with  whatever  you  need,  whenever  you  need  it. 


CDW.com  800.399.4CDW 


)8  CDW  Corporation 


The  Right  Technology.  Right  Away. 


Technology 


Spec  Sheet 


in  weight. 


furbelows  on  devices  like  the  iPhone,  BlackBerry  or  Treo.  Palm  says 
these  users  of  basic-feature  phones  represent  95%  of  all  phone  buy- 
in  the  U.S. 

To  lure  the  newcomers  into  the  tent,  Palm  is  downplaying 
Centra's  smarts  and  presenting  the  device  as  a  fun  little  phone  that 
happens  to  have  a  keyboard,  even  though  the  Centra  can  do  pretty 
much  everything  that  the  Treo  does. 

"People  at  first  just  see  a  smaller  phone  with  a  keyboard  and 
the  ability  to  do  e-mail  and 
texting.  Then  when  they 
realize  d  i  the  road  that 
the  phone  can  do  other 
thin  s,  they're  pleasantly 
sed,"  says  Stephane 
[aes,  vice  president  of 
phone  product  marketing  at 
Palm,  in  Sunnyvale,  Calif. 

It's  amazing  how  much 
you  can  get  for  $100  these 
days.  The  Centro  has  a 
high-speed  Web  browser,  a 
1.3  megapixel  camera  that 
also  shoots  video,  a 
QWERTY  keyboard,  Blue- 
tooth, a  speakerphone  and 
voice  dialing.  It's  easy  to  set 


hours  of  talk  time,  up 
to  300  hours  of  standby  time. 


pixel 


touchscreen  display. 


MB  of  internal  memory, 
expandable  up  to  4GB  with  a 
MicroSD  card. 


megapixel  camera. 


with  two-year  contract. 


Unlike  the  Treo,  the  Centro  is 
for  technophobes,  or  kids 

who  think  smart  phones  are 
only  for  corporate  dorks. 

up  e-mail  programs  like  Hotmail,  Gmail,  Yahoo  and  .Mac,  and 
three  popular  instant  messaging  programs:  AIM,  MSN  and  Yahoo. 
The  Centro  also  has  Sudoku  games,  a  memory-card  slot  and  a 
music  player.  With  a  $15-a-month  data  plan  you  can  get  a  serv- 
ice called  Sprint  TV  that  lets  you  watch  movie  trailers  and 
videoclips.  You  also  get  access  to  30,000  applications  that  have 
been  created  for  Palm  by  outsiders. 

The  Centro  is  4  inches  long,  2  inches  wide  and  three-quarters 
of  an  inch  deep;  it  weighs  4.2  ounces.  It  looks  like  a  thick  candy- 
bar  phone,  with  rounded  corners  and  teeny-tiny  keys.  It's  avail- 
able in  black  and  bright  ruby  red,  with  more  colors  to  come,  and 
in  case  that  doesn't  clue  you  in  on  the  target  demographic,  con- 
sider that  Palm's  Web  site  shows  Centro  being  used  not  by  people 
in  business  suits  but  by  young  women  who  appear  to  be  having 
the  time  of  their  lives  playing  with  a  shiny  new  toy. 

I  think  they've  struck  gold  here.  My  wife,  a  technophobe 
who  for  years  has  spurned  my  offers  to  buy  her  any  kind  of 
intelligent  phone  or  even  an  iPod,  took  one  look  at  the  Centro 


CUSTOM  APPAREL 
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Slip  on  these  grid- 
printed  socks  and 
step  on  the  imaging 
platform.  New 
custom  shoes 


12120 
023 13 
EEE 
SEE 

3E0 
EIEE 

BOB 
0E0 
SB 


Shoot 
Yourself  In 
The  Foot 

A  new  retailer  out  of 
Finland  uses  cameras  and 
the  Web  to  produce 
custom  shoes  for  the 
price  of  off-the-shelf. 
By  Andrew  Bender 

You've  always  wanted' 
custom-made  shoes,  but,  at 
$4,500  for  a  pair  from  John 
Lobb,  they  were  just  beyond 
your  budget.  The  Left  Foot 
Co.  of  Finland  is  changing  that,  with 
made-to-measure  men's  shoes  that  start  at 
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and  declared  that  yes,  she  would  be  interested  in  using  one.  At 
last!  Victory! 

I  carried  the  Centro  with  me  on  a  recent  trip  and  used  it  to 
check  my  Gmail  and  .Mac  mail  accounts.  Yes,  my  fat  fingers 
struggled  at  first  with  the  crowded  keyboard. 
But  I  adjusted  soon  enough.  (I  still  prefer  a 
BlackBerry  Curve  for  heavy  e-mail  duty.) 
Web  browsing  on  the  Centres  small  screen 
was  not  as  enjoyable  as  with  the  iPhone,  but 
it  was  faster. 

Best  part  for  me  was  the  chance  to  get 
reacquainted  with  the  good  old  Palm  oper- 
ating system.  I  had  owned  a  series  of  Palm 
Pilots  and  Treos  before  switching  to  a 
BlackBerry  two  years  ago.  Too  much  has 
been  slapped  into  the  Palm  software  over 
time,  and  it  is  prone  to  crashes,  acting  as  if 
it  were  held  together  with  spit  and  baling 
wire.  But  the  Centro's  interface  isn't  any 
clunkier  than  the  interface  on  my  Black- 
Berry, and  its  screen  is  brighter.  Id  forgot- 
ten how  easy  it  is  to  flick  through  icons  by 
tapping  my  thumb  or  stylus  on  the  screen. 
The  Centro  adds  a  nifty  navigation  button 
below  the  screen.  The  screen  icons  look 
outdated  compared  with  those  on  the 


$300,  about  the  same  as  off-the-shelf  shoes 
by  Bruno  Magli  or  John  Varvatos. 

At  Left  Foot's  showrooms  (ten  and 
counting  in  Europe  and  Asia,  with  plans  afoot 
for  the  U.S.),  you  don  checkerboard-striped 
socks  in  Day-Glo  green  and  yellow,  and  stand 
on  a  platform  while  a  revolving  camera  takes 
digitized  pictures  of  your  feet.  Then  you 
browse  350  styles  of  dress  and  casual  shoes 
in  the  store  or  over  the  Web.  Place  your  order 
and,  zip-zip,  your  measurements  are  trans- 
mitted to  Left  Foot's  factory  in  Estonia,  where 
the  leather  is  stretched  and  cut  by  a  computer- 
controlled  knife  and  then  hand-stitched. 
Three  weeks  later  the  shoes  show  up  at  your 
door,  with  your  name  or  a  special  message 
embossed  inside.  Your  measurements  stay  on 
file,  so  you  can  order  another  pair  without 
leaving  home. 

Yrjo  Neuvo,  former  chief  technical  offi- 
icer  of  Nokia,  owns  ten  pairs  of  Left  Foot 
shoes.  "I'm  rather  tall,"  he  says,  "and  there's 
no  other  place  where  I  can  go  and  see  over 
300  styles  that  will  fit  my  feet.  It  also  makes 
i  a  very  nice  gift  to  participants  at  business 
I  meetings.  The  process  works  really  well."  F 


iPhone,  but  everything  looks  outdated  compared  with  the  iPhone. 

Palm  won't  give  out  numbers  but  says  Cenl  o  sales  are 
exceeding  expectations,  and  that  it  eventually  entro 
to  outsell  the  flagship  Treo.  Nevertheless,  a  lot  of  u  i  nnty 
hovers  over  Palm.  Can  it  sell  enough  of  these  little  s 
to  stay  afloat  while  Rubinstein  and  his  engineers  design  ti 
next  generation  of  phones?  As  an  old  Palm  user,  I'm  root 
for  them.  tr 


Forbes 


Daniel  Lyons  (dlyons@forbes.com)  writes  the  Secret 
Diary  of  Steve  Jobs  at  fakesteve.blogspot.com.  His 
novel,  Options,  came  out  in  October  2007. 


Advertisement 


HSINCHU  BIOMEDi 
SCIENCE  PARK  (TAIWAN) 

Where  All  Innovation  Starts 


WT  ith  the  biomedical  industry  already  a  major  presence  in  the  international 
science  community,  the  Hsinchu  Biomedical  Science  Park  (HBSP)  is  set 
to  drive  Taiwan's  biomedical  industry  full  steam  ahead.  The  HBSP  is  a 
world-class  biomedical  park  gifted  with  an  attractive  environment  that  is  highly  con- 
ducive to  learning.  Its  strategic  location,  quality  of  environment  and  access  to  some  of 
Taiwan's  leading  academic  institutions  and  technologies  continue  to  attract  innovative 
entrepreneurs  and  top-notch  scientists. 


Dedicated  to  providing  an  inspiring  envi- 
ronment for  pushing  the  biomedical  industry 
to  the  forefront  of  science,  HBSP  is  equipped 
with  a  well-developed  infrastructure  and 
facilities  designed  to  help  turn  bright  ideas 
into  dynamic  and  lucrative  business  opportu- 
nities. These  encompass  standard  plants,  an 
Incubation  Center,  Center  for  Disease 
Control  and  Biomedical  Mass  Production 
Center,  etc.  to  provide  the  best  supportive 
environment  for  biomedical  product 
development.  Firms  of  all  sizes  in  HBSP  are 


uniquely  positioned  to  benefit  from  an  array 
of  comprehensive  value-added  services,  as 
well  as  through  synergies  with  the  local 
academic  and  research  communities.  HBSP 
also  offers  one-stop  service  for  registration  and 
market  approval  of  biomedical  products,  etc. 
Comprising  an  exciting  range  of  knowledge- 
based  sectors  —  all  on  the  cutting  edge  of 
new  technology  —  HBSP  is  emerging  as  a 
biomedical  hub  which  converges  talents, 
professionals,  investors  and  entrepreneurs 
from  near  and  far. 


For  more  information,  please  contact  HBSP  at 
hbmsp@sipa.gov.  tw. 
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The  Ozone 
Solution 

Purfresh  aims  to 
capitalize  on  E.  coli  scare 
stories  by  cleaning  up 
fruits  and  vegetables. 

By  Kerry  A.  Dolan 


DAVID  COPE,  CHIEF  EXECU- 
tive  of  Purfresh,  strides  past 
two  dozen  packers  plucking 
Anjou  pears  off  a  conveyor 
belt  at  Diamond  Fruit 
Growers  in  Hood  River,  Ore.  The  pears 
get  a  disinfectant  bath  in  water  with  up 
to  five  parts  per  million  of  ozone,  which 
kills  viruses  (like  the  ones  that  cause 
hepatitis)  and  bacteria  (like  E.  coli  and 
salmonella). 

Ozone  on  a  food  processing  line?  It 
has  two  things  going  for  it  and  one  big 
one  against.  The  first  advantage  is  that 
ozone  can  be  made  on  the  spot  (from 
air)  with  an  electrical  discharge,  so  it 
does  not  have  to  be  trucked  to  the  user. 
The  other  is  that  it  vanishes  within  sec- 
onds, leaving  no  toxic  residue.  The  dis- 
advantage is  that  it  has  a  bad  name.  In 
urban  air  ozone  is  a  component  of  smog, 
which  damages  lungs. 

Purfresh  sells  an  ozone  generator,  a 
refrigerator-size  cabinet  that  enables 

packers    to  produce 
Gobbling  up  , 

.    •  ozone  on  site  tor  cold- 

new  business: 

Purfresh  Chief  storage  rooms,  produce 
David  Cope.        sprayers  and  washing 


r  total  solution  for  all  your  business  needs  is  closer  than  you  think. 


edEx  Kinko's  Office  and  Print  Center  has  over  1,500  worldwide  locations,  many 
open  late.  From  copying  and  printing  to  packing  and  shipping,  FedEx  Kinko's  offers 
range  of  solutions  for  all  your  office  needs.  FedEx  Kinko's  helps  save  you  time  and 
oney  so  you  can  focus  on  the  things  that  really  matter  —  like  growing  your  business, 
or  more  information,  go  to  fedexkinkos.com.  Our  office  is  your  office® 


FecOss  Kinko's 

Office  and  Print  Center 


t  ke  Diamond  Fruit's. 

.fore  the  Food  &  Drug  Adminis- 
>n  approved  ozone  for  food  process- 
g  in  2001,  Purfresh  survived  by  selling 
jenerators  used  to  purify  the  water  that 
goes  into  health  and  beauty  aids  (Neu- 
trogena  facial  creams,  Colgate  tooth- 
paste). The  company  also  signed  up 
PepsiCo,  which  in  1997  tapped  Purfresh 
to  disinfect  bottled  water.  Coca-Cola 
signed  on  in  2001. 

Purfresh  lost  roughly  $4  million  in 
2007  on  $10  million  in  revenue,  but 
Cope,  47,  says  a  flood  of  new 
food-industry  clients  will  put 
the  company  in  the  black  in 
2008.  Foodborne  pathogens 
are  responsible  for  at  least 
325,000  hospitalizations  and 
5,500  deaths  each  year  in 
the  U.S.,  the  Centers  for  Dis- 
ease Control  &  Prevention 
estimates. 

Chlorine  is  often  used  to 
disinfect  produce  but  leaves 
behind  carcinogenic  by-prod- 
ucts. "Ozone  would  be  a  much 
better  option,"  says  Michael 
Doyle,  director  of  the  Center 
for  Food  Safety  at  the  Univer- 
sity of  Georgia  in  Griffin. 

So  far  Purfresh  has  signed 
up  70  fruit  and  vegetable  pack- 
is  clients.  At  Orchard  View 
Farms,  a  cherry  grower  in  The 
Dalles,  Ore.,  Vice  President 
Brenda  Thomas  raves  about 
switching  to  ozone  from  chlorine,  to 
clean  cherries.  Ozone  keeps  the  stems 
from  turning  brown  so  quickly.  Another 
plus:  "We  used  to  have  to  leave  the  doors 
open  because  some  workers  were  so  sen- 
sitive to  the  chlorine,"  she  says. 

At  Auvil  Fruit,  an  apple  and  cherry 
grower  in  Orondo,  Wash.,  operations 
manager  Walter  Hough  says  the  com- 
pany used  to  lose  up  to  20%  of  its  fruit  to 
mold  and  spores  as  it  sat  in  cold  storage 
for  up  to  eight  months.  Pumping  ozone 
gas  into  four  of  its  storage  rooms 
reduced  the  loss  from  decay  to  below  2% 
in  2007.  Hough  is  placing  an  order  with 
Purfresh,  which  recently  switched  to  a 
rental  system  for  the  generators,  for  27 
more  ozone  cabinets.  Hough  will  pay 


$100,000  a  year  for  this.  That  doesn't 
include  the  electric  bills,  which  will  run 
to  $2,000  a  year. 

Purfresh  was  created  1 2  years  ago  by 
Lee  Ditzler,  a  Bay  Area  entrepreneur  with 
an  engineering  bent  and  two  decades  of 
experience-  in  the  ozone  industry.  By 
2003  he  had  an  unfocused  mix  of 
customers,  including  Coca-Cola,  some 
groundwater  remediators  and  the  Bronx 
Zoo  in  New  York. 

It  took  interest  from  outside  Purfresh 
to  put  the  company  on  a  faster  track. 


By  the  Numbers 


An  Apple  a  Day ... 

Americans  think  eating  fresh  fruit  and  vegetables  helps  keep 
them  healthy.  Sometimes  produce  makes  them  sick. 

The  annual 

cost  of  illness  caused  by  salmonella  in  the  U.S. 


The  year  an  ozone-cleaned  public 
swimming  pool,  the  nation's  first,  opened  in 
Fairhope,  Ala. 


Chile's  share  of  total  U.S.  plum 


imports. 


The  number  of  people  who  died  from 
E.  coli-tainted  spinach  in  the  fall  of  2006. 

Sources:  U.S.  Department  of  Agriculture;  City  of  Fairhope,  Ala.;  Chlorine- 
Free  Products  Association;  Produce  Marketing  Association;  U.S.  Food  & 
Drug  Administration. 


Warren  Weiss,  a  partner  at  a  Silicon  Val- 
ley venture  capital  firm,  Foundation 
Capital,  followed  the  company  for  nearly 
a  year  after  hearing  about  it  at  an  invest- 
ment forum  in  2004.  He  was  intrigued 
by  the  company's  work  with  Sunkist,  its 
first  produce  client,  which  began  using 
ozone  on  its  lemons.  In  December  2004 
Weiss'  firm  and  angel  investor  Frederick 
Grauer  together  put  in  $6.1  million  for 
half  of  the  company,  when  revenue  was 
less  than  $1  million. 

Weiss  recruited  Cope  as  chief  market- 
ing officer.  Cope,  who  has  a  bachelor's 
degree  in  chemistry  and  biochemistry, 
had  spent  two  decades  in  sales  and  mar- 
keting, first  at  IBM  and  then  at  several  Sil- 
icon Valley  software  startups,  one  of 


which  counted  Weiss  as  an  investor.  He 
immediately  got  to  work  cold-calling  pro- 
duce packers  in  California,  Oregon, 
Washington  and  Chile  known  for  their 
interest  in  new  technology. 

"This  is  really  where  Silicon  Valley 
meets  the  Central  Valley,"  says  Cope,  who 
took  over  as  chief  executive  of  the  Liver- 
more,  Calif,  company  in  September  2006 
and  holds  a  5%  to  10%  stake  in  it.  Ditzler, 
whose  stake  is  less  than  1%,  left  three 
years  ago.  He  now  runs  InvenX,  another 
ozone-generator  company. 

Cope  plans  to  introduce  a 
slew  of  new  products.  Last  year 
the  company  introduced  an 
ozone  generator  to  be  attached 
to  refrigerated  shipping  con- 
tainers. It  is  supposed  to 
reduce  decay  in  fruit  that  is 
transported  long  distances — it 
takes  40  days,  for  instance,  to 
ship  apples  and  grapes  from 
Chile  to  Hong  Kong.  Using 
sensors  and  global-positioning 
satellites,  customers  can  check 
temperature  and  humidity  in 
the  containers.  If  the  power 
goes  off,  the  shipper  gets  an 
e-mail  alert. 

And  for  the  first  time 
Purfresh  is  branching  beyond 
ozone.  It  recently  rolled  out  a 
liquid  product  called  Eclipse 
that  helps  protect  fruit  from 
getting  sunburned,  which  dis- 
colors produce  and  can  destroy 
it.  Eclipse,  which  is  meant  to  be  sprayed 
on  apples,  cherries  and  other  fruit  four  to 
ten  times  a  season,  is  made  with  micro- 
crystalline  calcium  carbonate — the  non- 
toxic white  powder  that's  on  the  outside 
of  chewing  gum.  Four  rounds  of  spraying 
costs  $250  an  acre. 

With  all  these  stories  to  tell,  and  a 
brash  prediction  from  Cope  that 
Purfresh  can  hit  $500  million  in  sales  by 
2012,  the  company  recently  raised 
another  $25  million  of  venture  funding 
led  by  Stamford,  Conn,  hedge  fund 
Chilton  Investment.  This  puts  the  value 
of  the  company  at  $105  million.  Says 
Cope:  "After  renewable  energy,  this  is  the 
second  leg  of  clean  technology:  food  and 
water  safety."  F 
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THE  SECRET  TO 


A  D  V  E  R   ]■  !  SEMEN  U 


serious  stock  pi 


THE  WAY  INTELLIGENT  PEOPLE  INVEST. 


"I'm  a  Believer!  Why  trade  like  a 
monkey,  when  you  can  invest 
like  a  gorilla?" 


DAVY  JONES 

Former  Monkee 


SAVE 


RECEIVE  $100  OFF 

of  the  regular  annual  subscription 
rate  of  $599.95  (you  will  pay  only 
$499.95),  after  a  no-obligation 

30-DAY  FREE  TRIAL! 


Current  Portfolio  Leaders 
4th  Quarter  2007 

Top  Gorilla  Trades 
Closed  in  2007 

Suntech  Power 

STP 

+122.68% 

Baidu.com 

BIDU 

84%  profit 

Perrigo 

PRGO 

+40.14% 

Western  Refining 

WNR 

59%  profit 

MGI  Pharm. 

MOGN 

+37.80% 

United  Therap. 

UTHR 

58lJA.  prof'! 

Cognos 

COGN 

+33.62% 

SAWIS 

SWS 

53%  profit 

IDEXX  Labs 

IDXX 

+29.93% 

InterCont.  Exch. 

ICE 

49%  profii 

MasterCard 

MA 

+26.42% 

Alcan 

AL 

46%  profit 

Waters  Corp. 

WAT 

+25.78% 

Kyphon 

KYPH 

46%  profit 

Mm  Sinar  Tech. 

RSTI 

+25.78% 

Nuance  Comm. 

NUAN 

44%  profit 

VIEMC  Elect.  Mat. 

WFR 

+25.59% 

BCE  Inc. 

BCE 

43%  profit 

Transdigm 

TDG 

+23.73% 

MEMC  Elect.  M|t. 

WFR 

38%  profit 

Short-Term  Profits:  GorillaTrades  is  your  key 
i:o  double-digit  short-term  profits  on  a  diverse 
selection  of  stocks,  in  different  sectors,  and  with 
i different  risk  levels,  to  keep  your  portfolio  in 
balance!  Above  are  the  current  portfolio  leaders. 


GorillaTrades  is  a  risk-controlled,  market-tested,  proprietary  system,  which  generates  a 
menu  of  stock  ideas  that  time  and  time  again  identifies  stock  trades  with  explosive  price 
appreciation  potential!  Make  no  mistake,  the  GorillaTrades  system  is  not  about  day 
trading.  In  fact,  the  average  holding  period  for  GonllaPicks  is  from  a  few  weeks  to 
several  months  with  a  goal  of  double-digit  profits  from  every  position  recommended. 
Moreover,  each  idea  presented  contains  only  one-half  to  one-third  the  risk  compared 
to  its  potential  return.  A  simple  Risk  Rating  is  included  with  every  GorillaPick  that 
defines  its  probable  risk. 

For  the  skeptic,  this  site  offers  free  30-day  access  to  what  may  be  the  most 
profitable,  risk-controlled  investment  service  you'll  ever  find. 

This  is  not  a  service  that  pulls  stocks  out  of  a  hat,  but  rather  a  program 
k   that  educates  its  subscribers  with  valuable  information.  As  with  any  sys- 

ktem  of  investing,  there  will  be  losses.  However,  the  losses  are  less  than 
7%  on  average  (from  the  trigger  price),  while  profits  can  be  three, 
four,  five,  or  even  six  times  this  figure  and  more.  Folks,  if  you  take  a 
minute  to  do  the  math  you  will  quickly  realize  just  how  fast  your 
money  could  grow! 

How  exactly  does  the  GorillaTrades  system  work? 

GorillaTrades  uses  its  specialized  proprietary  computer  software  program 
to  analyze  over  6,000  stocks  from  the  three  major  markets  each  day  after  the 
close.  Using  an  intricate  formula,  it  calculates  the  strength  of  14  different  technical 
indicators  and  analyzes  their  potential  risk  and  upside  probability  parameters. 
The  software  program  then  projects  specific  upside  price  (profit)  targets  and 
jf    generates  an  appropriate  stop  loss  level  for  every  GorillaPick  recommended. 

Iff     GorillaTrades  then  continues  to  actively  track  these  stocks,  regularly  raising 
stop  loss  levels  and  second  targets  as  needed.  This  guidance  helps  sub- 
scribers lock  in  profits  and  minimize  any  losses  enabling  you  to  decrease 
sB     your  research  time  and  improve  your  portfolio's  return;  whether  the  market 
m      goes  up,  down,  or  sideways.  This  takes  the  hardest  part  of  investing  off  your 
hands.  It's  no  coincidence  that  a  rapidly  growing  number  of  subscribers  to  the 
GorillaTrades  service  are  stock  brokers  and  professional  money  managers! 

The  beauty  of  GorillaTrades  is  that  it's  simple,  yet  highly  effective.  The  system 
allows  you  to  invest  on  a  level  playing  field  with  professionals,  without  the  research 
time.  There  is  a  good  reason  why  GorillaTrades  has  subscribers  in  55  different 
countries,  and  has  become  one  of  the  fastest  growing,  most  highly  respected  invest- 
ing systems  in  the  world.  Now  is  the  time  to  take  your  portfolio  to  the  next  level! 

If  you're  completely  thrilled  with  your  profits,  do  nothing  and  your  service  will 
continue  at  a  special  introductory  rate  of  only  $499.95  for  the  ENTIRE  year  (which 
many  subscribers  say  they  make  back  in  their  first  few  Gorilla  trades)!  That's  $100  off 
the  regular  annual  subscription.  However,  if  you  decide  this  service  is  not  for  you, 
simply  call  us  or  cancel  online  at  any  time  within  the  first  30  days,  and  your  credit 
card  will  never  be  charged!  GUARANTEED. 

So  why  is  GorillaTrades  giving  you  this  incredible  offer?  Because  once  you  try  the 
Gorilla's  service,  you'll  be  so  thrilled  with  your  profits  you'll  want  to  continue.  To  start 
your  free  trial  today,  simply  go  to  www.gorillatrades.com/fm  to  register  securely 
online  and  start  reading  today's  market  update  instantly!  Or,  call  1-866-222-6639  to 
speak  to  one  of  the  Gorilla's  representatives. 


www.gorillatrades.com/fm 


MONEY  MAN 


His  Own  Man 

Jc       n  Steinberg  says  he  has  found  a  way  to  build  a  better  index  fund  and, 
in  the  process,  a  reputation  he  can  be  proud  of. 
By  Scott  Woolley 


ONATHAN  (JONO)  STEINBERG, 
43,  has  spent  his  entire  life  as  a  bit 
player  in  someone  else's  drama. 
Growing  up  he  was  best  known 
as  "Saul's  kid."  Saul  Steinberg  is 
the  corporate  raider  who,  while  Jonathan 
was  in  school,  made  headlines  by  green- 
mailing  Disney,  Quaker  State  and  others. 
Those  aborted  takeovers  left  Saul  with  a 
Forbes  400  fortune — and  a  reputation  as 
a  Wall  Street  extortionist. 

As  the  elder  Steinberg  faded  from  the 
public  scene  in  the  late  1990s,  Jono  slipped 
into  orbit  around  a  new  star.  Soon  he  was 
making  the  gossip  columns  as  "Maria's 
husband."  That's  Maria  Bartiromo,  the 
television  reporter  who  married  him  in 
99,  just  as  she  was  shooting  to  fame  as  a 
CNBC  anchor. 

a  Jono's  outwardly  charmed 
life— the  opulent  childhood,  the  famously 
beautiful  wife— came  with  a  curse.  First  as 
scion  and  then  as  spouse,  he  has  always 
been  judged  for  the  actions  of  others.  He 
has  been  envied,  denigrated  and  even 
pitied,  but  rarely  respected. 

This  may  change.  For  the  past  ten 
years  Steinberg  has  been  researching  how 
to  break  out — by  reinventing  index 
funds.  His  company,  WisdomTree,  is  the 
vendor  of  index  vehicles  that  throw  out 
the  old  way  of  weighting  indexes,  via 
market  capitalization,  and  instead  rank 
stocks  by  dividends  and  earnings,  which 
gives  the  new  indexes  a  value  tilt.  Thus 
General  Electric,  with  an  $11.6  billion 
dividend  paid  out  in  2007,  gets  almost 
the  same  weighting  as  Bank  of  America, 
at  $10.6  billion.  But  under  the  cap  sys- 
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tern  GE  gets  twice  the  weighting. 

Steinberg's  exchange-traded  funds 
mimic  all  the  best  characteristics  of 
traditional  index  funds:  rock-bottom 
expenses,  high  liquidity  and  massive 
diversification.  By  doing  this,  Steinberg 
says,  WisdomTree  funds  will  produce 
better  returns  with  less  volatility. 

Index  funds  hold  $1.1  trillion  of 
investors'  money,  thanks  to  their  hard- 
earned  reputation  as  the  benchmark 
investment  that  no  stock  fund  can  reliably 
beat.  To  show  the  world  he  could  improve 
on  that,  Steinberg  won  over  no  less  than 
Jeremy  Siegel,  the  celebrated  Wharton 
professor.  Four  years  ago  Steinberg  called 
Siegel  and  told  him  about  research  he  had 
done  on  indexes  weighted  by  dividends 
paid.  Siegel  was  so  intrigued 
by  this  idea  that  he  ran  tests 
and,  wowed  by  the  results, 
signed  on  as  an  investor, 
adviser  and  pitchman. 

At  the  same  time,  Stein- 
berg enlisted  a  second  key 
backer:  hedge  fund  honcho 
Michael  Steinhardt.  On  first 
meeting  the  younger  Stein- 
berg, Steinhardt  admits  he 
"couldn't  help  being  slightly 
wary,  in  light  of  Saul,  [who] 
was  not  the  most  popular  guy 
in  town."  Yet,  after  hearing 
Jono's  pitch,  he  commissioned 
his  own  back  tests  and  says  he  was  so 
impressed  that  he  came  out  of  retirement 
to  invest  in  WisdomTree  and  become  its 
chairman.  Today  Steinhardt  owns  34.2% 
of  it,  Steinberg  3.8%  and  Siegel  2%. 

Here's  the  WisdomTree  philosophy: 
Traditional  market-cap  indexes  reinforce 
the  unwisdom  of  crowds,  forcing  index 
owners  to  make  oversize  weightings  to 
glamour  stocks,  the  ones  trading  at  high 
multiples  of  their  dividends  or  earnings. 
By  limiting  exposure  to  both  bubbles  and 
panics,  a  value-weighted  index  can 
outperform  domestic  indexes  by  1.25% 
annually,  according  to  the  back  tests. 
Overseas,  the  outperformance  will  be 
double  or  triple  that,  predicts  Siegel. 

Siegel  says  a  dividend-weighted  model, 
blending  the  two  types  of  equity  investing, 
had  always  appealed  to  him:  index  funds 
and  Warren  Buffett-style  stock  picking  that 


focused  on  those  with  solid  fundamentals. 
Until  Jono,  Siegel  says,  "No  one  had  ever 
said,  'Hey,  is  there  something  in  between 
that  might  be  better?'" 

There  are  some  antecedents  to 
WisdomTree.  In  the  1970s  Goldman 
Sachs  created  an  index  weighted  by  earn- 
ings but  dropped  it  after  a  few  years.  To 
Steinberg  that  aborted  experiment  had 
less  to  do  with  the  index's  performance 
and  more  to  do  with  Goldman's  desire  to 
sell  higher- fee  investments. 

Since  mid-2006  WisdomTree  has 
introduced  39  different  flavors  of  spiced- 
up  funds  and  attracted  $4.6  billion  in 
assets.  Its  biggest  funds  are  international 
and  have  outperformed  indexes  substan- 
tially. (Big  holdings  in  Europe:  HSBC  and 


outperform.  Fama  also  believes  in  a  value 
focus — he  backs  Dimensional  Fund  Advi- 
sors, which  follows  that  cree<  anages 
$  1 54  billion  in  assets — except  he  s  a 
better  way  to  get  value  is  to  buy  stock:  h 
low  price/book  ratios. 

It  was  clear  from  an  early  age  that 
Steinbergs  son  had  picked  up  much  of  his 
father's  financial  acumen.  Growing  up  in 
New  York  City,  young  Jono  would  sit  in 
his  dad's  home  at  740  Park  Avenue  (by 
some  accounts  the  swankiest  apartment  in 
the  city's  swankiest  apartment  building) 
and  pore  over  financial  data.  "I  was  the 
only  13 -year-old  who  had  his  own 
subscription  to  Value  Line,"  he  says. 

In  1982  Jono  headed  as  a  freshman  to 
Saul's  alma  mater,  Wharton.  The  school  is 
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Steinberg's  WisdomTree  ETFs  revamp  traditional,  cap-weighted  indexes,  using  dividends  and 
earnings  instead.  Some  of  its  five  largest  (by  assets)  have  beaten  the  old  indexes,  some  haven't. 


EXPENSE 

INCEPTION 

TOTAL  RETURN 
SINCE  INCEPTION 

WISDOMTREE  ETF 

RATIO 

(2006) 

ETF 

BENCHMARK 

DEFA  Fund 

0.48% 

6/16 

47% 

25%' 

- 

International  Consumer  Cyclical  Sector  Fund 

0.58 

10/13 

23 

72 

International  Technology  Sector  Fund 

0.58 

10/13 

3 

193 

LargeCap  Dividend  Fund 

0.28 

6/16 

21 

224 

Total  Dividend  Fund 

0.28 

6/16 

19 

215 

Returns  as  of  Dec.  12.  'MSCI  EAFE  Index.  2S&P  Global  1200  Consumer  Discretionary  Sector  Index.  3S&P  Global  1200 
Information  Technology  Index.  4S&P  500.  5Russell  3000  Index.  Sources:  WisdomTree;  IDOExshare  via  FactSet 
Research  Systems. 


BP.)  The  domestic  funds  have  lagged, 
however,  hurt  recently  by  an  overabun- 
dance of  dividend-paying  financial  stocks, 
which  have  been  hammered  by  subprime 
mortgages.  Also,  since  WisdomTree  ETFs 
have  a  value  flavor,  the  2007  ascendance  of 
growth  stocks  hasn't  helped. 

Siegel  says  that  it  is  going  to  take 
decades  to  develop  a  record  that  can  vali- 
date WisdomTree's  theories,  since  the 
prophesied  improvements  are  so  small 
relative  to  larger  market  swings.  But  many 
investing  experts  remain  thoroughly 
unconvinced.  John  Bogle,  the  father  of 
traditional  index  funds  and  founder  of 
Vanguard,  has  dismissed  WisdomTree's 
claim  to  have  beaten  his  brainchild. 

Noted  finance  professor  Eugene  Fama 
argues  WisdomTree  has  simply  found  a  way 
of  repackaging  the  "value  premium,"  the 
well-established  tendency  of  value  stocks  to 


something  of  a  shrine  to  the  elder  Stein- 
berg. There  is  Steinberg  Hall,  the  main 
undergraduate  residence,  a  Saul  P.  Stein- 
berg Professor  of  Management  chair  and 
the  giant  Steinberg  Conference  Center. 
Jono  never  took  a  class  from  Wharton's 
best-known  capital  markets  professor, 
Jeremy  Siegel. 

He  landed  a  job  as  a  Bear  Stearns  ana- 
lyst and  didn't  finish  his  undergrad  degree. 
Next  he  bought  a  magazine  and  rechristened 
it  Individual  Investor.  Alas,  it  went  under  in 
2001  amid  the  dot-com  turmoil. 

Since  WisdomTree's  ETFs  debuted, 
Steinberg  voluntarily  stayed  in  the  back- 
ground, while  Siegel  and  Steinhardt 
became  the  firm's  public  face,  appearing  in 
its  ads.  "Up  until  this  point  he  had  tried  a 
number  of  different  things,  and  none  of 
them  really  worked  out,"  says  Steinhardt. 
"This  is  his  shot  at  the  golden  ring."  F 
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IN  ATSONAL  INVESTING 


Microfinance  Fever 

A  lot  of  people  are  chasing  returns  in  barefoot 
banking.  Here's  what  you  should  know  before 
you  follow  By  Matthew  Swibel 


ARIA  GUADALUPE  LICONA, 
of  Tulancingo,  Mexico 
needed  to  expand  her 
herd.  So  she  borrowed 
$  100  for  six  months  from 
a  microlender  that  charges  on  average 
interest  and  purchased  additional 
nd  pigs. 

oney  came  from  somebody  like 
J.  Alex  I  Ie  and  his  partners  sold 

their  Wei:  its  ad  business  to  online 
marketing  firm  ValueClick  for  $141  mil- 
lion in  July  200  A  Fulbright  scholar  who 
volunteered  in  Bolivia  with  the  Mennon- 
ite  Church  before  entei  ing  law  school,  he 
wanted  to  put  some  of  his  gains  into 
doing  good. 

So  Hartzler,  now  39,  invested  firsl  in  an 
equity  fund  and  later  in  a  debt  fund  man 
aged  by  Micro  Vest  of  Bethesda,  Md.  and 
backed  by  a  portfolio  of  notes  taken  out  by 
mostly  small  Latin  American  borrowers. 
The  debt  fund's  target  ten-year  return  of 
6%,  net  of  fees,  is  only  two  percentage 
points  better  than  the  yield  on  default- 
proof  ten -year  Treasury  notes.  Without  the 
do-good  feel,  it  probably  wouldn't  attract 
much  capital.  Hartzler  sticks  one-fifth  of 
his  international  holdings  in  microfinance 


and  the  rest  in  mainstream  exchange- 
traded  funds. 

There  are,  of  course,  less  adventurous 
ways  to  be  a  socially  conscious  investor.  You 
could  join  the  crowd  selecting  mutual  funds 
that  exclude  naughty  companies,  such  as 
those  (depending  on  your  taste)  that  make 
weapons,  sell  tobacco  or  run  nuclear  plants. 
The  Social  Investment  Forum  claims  that 
socially  conscious  funds  account  for  10%  of 
managed  money,  or  $2.2  trillion. 

Microfinance  investing  can  be  a  little 
less  passive  than  the  average  open-end 
fund.  The  idea  gained  attention  when 
Muhammad  Yunus  won  the  2006  Nobel 
Peace  Prize.  His  Grameen  Bank,  founded 
three  decades  ago  in  Bangladesh,  has 
$521  million  outstanding  on  loans  to 
small  businesses  in  poor  countries.  High- 
profile  microfinance  investors  include 
Ebay  founder  Pierre  Omidyar  and 
Sequoia  Capital,  the  venture  capital  backer 
of  Google  and  YouTube.  An  estimated  40 
funds  focused  on  microfinance  have  been 
created  since  2005. 

As  many  as  half  of  the  world's  3  billion 
poor  may  be  eligible  for  microloans.  Aver- 
age loan  sizes  vary  from  $100  in  India  to 
$1,530  in  Bolivia.  The  current  $17  billion  in 


loans  outstanding  represents  10%  of  the 
potential  microfinance  market,  notes  a 
2006  McKinsey  &  Co.  report. 

Fixed- income  microfinance 
funds  return  an  average  5.8% 
in  U.S.  dollars,  according  to 
the  Consultative  Group  to 
Assist  the  Poor,  a  group 
of  33  public  and  private 
development  agencies.  Pro- 
Fund,  the  first  private  equity 
fund  m  microfinance,  yielded  an 
annualized  6.6%  over  ten  years 

through  2005.  Making  loans  directly  to 
established  microfinance  institutions 
usually  requires  a  minimum  investment  of 
$250,000  to  $500,000.  Depending  on  the 
fund,  you  can  invest  much  less. 

Not  all  these  lenders  are  good  ideas, 
though.  "You  need  to  discriminate 
between  the  11,900  that  aren't  worth 
investing  a  dime  in,"  cautions  Michael 
Chu,  a  Harvard  Business  School  professor 
and  early  investor  in  ProFund.  Four 
Kampala  microfinance  firms  are  under 
Ugandan  police  investigation  for  cheating 
poor  borrowers  and  refusing  to  fulfill 
withdrawal  requests. 

Many  microfinance  lenders  function 
like  banks.  They  pull  in  deposits  from 
people  in  their  communities.  They  rely  on 
foreign  investors  for  their  risk  capital,  a 
mix  of  equity  and  subordinated  debt. 

The  table  (see  p.  52)  lists  the  top  ten  of 
the  better  microfinance  institutions.  To 
assemble  the  list,  we  asked  the  Microfi- 
nance Information  Exchange  for  financial 
results  for  641  microfinance  providers, 
and  our  list  includes  only  those  that 
reported  audited  financial  statements. 
Also  helpful  were  credit  ratings  from 
Sanjay  Sinha,  managing  director  of 
Micro-Credit  Ratings  International  Ltd. 
in  India,  and  Damian  von  Stauffenberg 
of  MicroRate  in  Arlington,  Va.  Table 
standings  reflect  a  consolidated  score  for 
four  criteria  (scale,  efficiency,  portfolio 
risk  and  profitability).  For  the  full  list, 
visit  www.forbes.com/microfinance. 

Top-ranked  Asa  (Bengali  for  hope)  was 
founded  as  a  civil  rights  organization  in 
1978  by  a  group  of  young  people  fighting 
a  liberation  struggle  against  Pakistan,  but 
it  didn't  start  issuing  credit  until  1991.  A  staff 
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I 


Premal  Shah 

President,  Kiva.org 

Micro-loans  in  developing  countries 


Ask  Premal  Shah  Why  He  Loves  His  BlackBerry 

"Our  website,  Kiva.org,  lets  people  make  low  interest  micro-loans  to  the  working  poor  in 
developing  countries.  A  little  seed  capital  can  buy  a  sewing  machine,  a  rickshaw-the  means 
to  self-sufficiency.  My  BlackBerry®  is  the  tool  I  use  to  constantly  check  how  we're  progressing. 
Kiva  is  growing  so  fast,  it's  nonstop  interaction  with  people  all  over  the  world.  At  any  moment, 
I  need  to  know  what's  going  on,  and  be  able  to  respond  quickly  and  creatively.  My  BlackBerry" 
is  a  liberating  phenomenon." 

Find  out  why  people  love  BlackBerry,  or  tell  us  why  you  love  yours,  at  www.blackberry.com/ask. 


:::BlackBen 


'007  Research  In  Motion  Limited.  All  Rights  Reserved.  The  BlackBerry  family  of  related  marks,  images  and  symbols  are  the  exclusive  properties  and  trademarks  of  Research  In  Motion  Limited, 
een  image  is  simulated.  Check  with  service  provider  for  service  plans  and  supported  features. 


^Investing 


!  working  at  3,300  branches  across 
desh  services  loans,  which  average 

I,  to  5.5  million  borrowers. 

Crediamigo  is  the  microfinance  arm  of 
Banco  do  Nordeste,  a  combination  devel- 
opment, investment  and  commercial  bank 
with  174  branches  covering  1,955  cities 
in  Brazil.  It  finances  77%  of  all  the  rural  and 
industrial  loans  in  the  country's  Northeast 
region.  The  Brazilian  federal  government 
controls  90%  of  Crediamigo  shares  with  the 
remainder  in  private  hands.  Crediamigo 
caps    loans  at 

$1,400  and  mostly      Jilt*  TOO  Tfi 

pushes  small  loans 
lasting  3  to  18 
months.  These  av- 
erage $375  and 
come  with  a  steep 
35%  interest  rate. 

With  537,000 
borrowers  and 
another  225,000 
savers  (as  of 
December  2006), 
Amhara  Credit  & 
Savings  Institu- 
tion in  Ethiopia  is 
one  of  Africa's 
largest  microfi- 
nanciers.  On  over- 
head it  consumes 
only  5  cents  of 

every  net  dollar  lent  (that's  after  interest 
costs  are  subtracted). 

It  keeps  staff  costs  low  and  is  frugal  on 
such  expenses  as  electricity.  These  micro- 
lending  organizations  have  low  default 
rates.  The  share  of  Amhara's  loans  in 
default  or  more  than  30  days  late  on  inter- 
est and  principal  payments,  as  of  year-end 
2006,  was  1.5%. 

Our  top  ten's  overhead  costs  are  low, 
ranging  from  0.7%  to  3.65%  of  gross 
national  income  per  capita.  They  spend 
next  to  nothing  on  marketing  and  not 
much  on  paperwork.  Our  microfinance 
lenders  show  returns  on  assets  that  would 
be  eye-popping  for  a  commercial  bank. 
Mexico's  Banco  Compartamos  has  a 
23.2%  ROA.  How  does  it  do  that?  Its  loans 
cost  on  average  a  usurious-sounding  80% 
in  interest.  Also,  its  equity  comes  to  42.3% 
of  assets,  a  much  higher  ratio  than  you'd 
see  at  any  ordinary  bank. 


Here  are  ways  do-gooders  can  join  in: 
MicroPlace.com,  launched  by  Ebay  this 
past  October,  is  a  regulated  broker-dealer  that 
sells  microfinance  loans  online  as  securities 
through  the  Calvert  Social  Investment  Foun- 
dation and  Oikocredit  USA.  Most  such  se- 
curities mature  in  three  years  and  yield  3%. 
You  need  as  little  as  $100  to  get  in.  The  Web 
site  has  attracted  $500,000  so  far.  The 
prospectus  can  be  found  on  the  site. 

So-called  microfinance  investment  ve- 
hicles typically  either  resell  a  basket  of  debts 


the  fund  is  liquidated  and  the  right  paper- 
work isn't  done.  (That's  in  addition  to  the 
normal  tax  on  earnings  from  the  invest- 
ment, which  might  also  drive  up  your  tax 
accountant's  bill.) 

One  way  around  this  is  practiced  by 
Philip  Smith  of  Tulsa,  Okla.,  the  former 
chief  executive  of  Prize  Energy,  an  oil  and 
gas  firm.  He  is  investing  in  microfinance 
with  dollars  he's  earmarked  for  charity 
anyway,  using  a  donor-advised  fund. 
Here,  you  donate  cash,  or  better  yet  highly 


P  With  help  from  data  providers  (listed  below),  we  culled  these  microfinance  institutions  from  a  field  of  641, 
using  a  combined  average  score  in  four  categories — scale,  efficiency,  portfolio  risk  and  profitability. 

RANK  NAME  OF  MICROFINANCE  INSTITUTION  |  COUNTRY 

COST  PER 
BORROWER1 

RETURN  ON 
ASSETS2 

1    Asa  |  Bangladesh 

1.17% 

14.4% 

2    Bandhan  (Society  and  NBFC)  |  India 

0.70 

9.1 

3    Banco  do  Nordeste  (Crediamigo)  |  Brazil 

1.52 

17.2 

4    Fundacion  Mundial  de  la  Mujer  Bucaramanga  |  Colombia 

3.37 

8.5 

5    FONDEP  Micro-Credit  |  Morocco 

2.62 

19.2 

6    Amhara  Credit  &  Savings  Institution  |  Ethiopia 

3.65 

7.9 

7    Banco  Compartamos,  S.A.,  Institution  de  Banca  Multiple  |  Mexico 

1.80 

23.2 

8    Assoc.  Al  Amana  for  the  Promotion  of  Micro-Enterprises  Morocco  |  Morocco  2.67 

4.4 

9    Fundacion  Mundo  Mujer  Popayan  |  Colombia 

2.45 

7.7 

1 0    Fundacion  WWB  Colombia  -  Cali  |  Colombia 

3.45 

5.2 

'Cost  expressed  in  operating  expenses  per  active  borrower  as  a  percentage  of  gross  national  income  per  capita.  2Net  income  as 
a  percent  of  average  total  assets.  Sources:  The  Microfinance  Information  Exchange;  MicroRate;  Micro-Credit  Ratings  Intl.  Ltd. 

held  by  microfinance  institutions  or  make 
equity  investments  in  lenders  directiy.  Min- 
imum investments  range  from  $100,000  to 
$500,000.  One  of  the  largest,  MicroVest 
($39  million  in  loans  outstanding),  is  typi- 
cal in  that  it  raises  money  via  private  place- 
ments and  is  therefore  not  registered  with  se- 
curities regulators  in  states  where  it  is 
offered.  To  gauge  a  fund  manager,  you  should 
request  a  prospectus;  they're  usually  not  avail- 
able on  Web  sites. 

Downside:  Expenses  can  be  high,  up  to 
2.5%  of  assets  annually.  Liquidity  is  as  low 
as  in  a  limited  partnership  or  hedge  fund: 
You  have  no  right  to  withdraw  before  the  an- 
nounced close-down  date  (typically,  in  seven 
to  ten  years)  and  so  would  have  to  take  your 
chances  selling  on  the  secondary  market. 

One  other  potential  catch:  If  you  invest 
in  a  microfinance  fund  incorporated  off- 
shore, you  could  get  hit  with  a  nasty 
"penalty  tax"  on  "excess  distributions"  if 


appreciated  stock,  to  a  fund  and  claim  an 
income  tax  deduction  now.  Then  you  and 
your  heirs  dribble  out  contributions  to 
favorite  charities  over  the  years. 

Meanwhile,  your  charitable  kitty  is 
invested  and  (it's  hoped)  earning  more  for 
charity.  Most  community  foundations, 
including  ones  in  New  York,  Tulsa  and 
Oakland,  Calif.,  as  well  as  religiously  affili- 
ated entities,  allow  donor-advised  dollars  to 
be  invested  in  microfinance.  So  your  dol 
lars  do  good  overseas,  even  as  they  earn  a 
(modest)  return  for  charity.  And  you  avoid 
tax. hassles.  (Warning:  Donor-advised 
funds  affiliated  with  virtually  all  mutual 
fund  companies,  such  as  Vanguard  and 
Fidelity,  don't  offer  this  option.) 

Or  you  could  buy  shares  in  one  of  the 
handful  of  microlenders  that  are  traded 
publicly.  Alas,  all  but  one  are  listed  in  such 
places  as  Indonesia  and  Kenya,  where  it's 
hard  for  foreigners  to  buy  shares. 
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Je  met  with  a  group  of  top  Japanese  executives  recently— some  from  world-famou 
mpanies  and  some  from  firms  you  will  hear  a  lot  more  about  soon — who  talked 
pnkly  about  their  own  businesses  and  how  they  will  meet  the  challenges  of  tomorrow. 


A  merchant  '$  personal 
business  philosophy 


ITOCHU  in  the  laie  19th  century' 


"Above  all  else,  merchants  should  always  be  honest." 

The  merchant  who  spoke  these  words  was 
ITOCHU's  founder,  Chubei  Ito. 
A  merchant  all  his  life,  he  steadfastly  believed  that 
"The  most  important  thing  to  do  in  one 's 
business  activities  is  to  be  honest  — 
with  other  people,  and  most  important  of  all  with  oneself  " 

These  days  the  business  environment  is  rapidly 

changing  in  many  parts  of  the  world, 
but  since  its  establishment  in  1858,  ITOCHU, 
one  of  the  largest  general  trading  companies, 
remains  committed  to  conducting  business  in  the 
honest  manner  of  its  founder. 

/TOGm 

ITOCHU  Corporation 

http://wWw.it.ocBu.co.jp  ©ITOCHU  2004.4.30 
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Kyorin  Co.,  Ltd. 
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22  Eizo  Kobayashi 

ITOCHU  Corporation 
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MESSAGE 


The  U.S.-Japan 
Relationship: 
Partners  in  Asia 
and  the  World 


J.  Thomas  Schieffer 

U.S.  Ambassador  to  Japan 


Today,  the  three  largest  economies  in  the  world  are 
intertwined  in  Asia,  and  55%  of  the  worlds  popu- 
lation lives  in  Asia.  The  six  largest  militaries  in  the 
world  touch  in  Asia.  The  great  issues  of  our  day — terrorism, 
non-proliferation,  poverty,  energy  and  the  environment — 
are  paramount  in  Asia.  More  than  ever  before,  Asians  are 
pursuing  the  universal  values  of  freedom,  democracy  and 
free  markets  as  the  pathways  to  Asia's  future  peace  and 
prosperity.  By  any  measure,  Asia  is  on  the  rise,  and  the  U.S. 
and  Japan — individually  and  together  as  allies — have  cru- 
cial roles  to  play  in  Asia's  future. 

The  U.S.  and  Japan  have  the  two  largest  markets  in  the 
world.  What  each  of  us  does  and  says  has  far-reaching 
consequences.  What  we  say  and  do  together,  however,  can 
really  be  profound.  Representing  40%  of  the  world's  gross 
domestic  product,  we  can  coordinate  our  economic  efforts 
so  that  both  our  citizens  and  the  world  will  benefit.  I  see 
tremendous  opportunities  for  further  cooperation  in  the 
future.  Japan  is  back,  enjoying  its  longest  expansion  in 
postwar  history.  The  negative  impact  of  the  late-80s  "bub- 
ble" that  struck  the  economy  in  the  early  1990s  has  largely 
been  overcome.  With  a  renewed  commitment  to  reforms, 
domestic  demand  could  begin  to  serve  as  a  strong  driver  of 
growth.  If  this  occurs,  it  will  guarantee  the  sustainability 
of  Japan's  recovery  and  contribute  substantially  to  global 
prosperity. 

This  year  Japan  will  play  a  particularly  important  leader- 
ship role  as  the  chair  of  the  G-7  and  the  G-8.  These  forums 
will  provide  an  excellent  opportunity  for  Japan  to  showcase 
its  leadership  abilities  on  a  global  scale.  We  look  forward 
to  working  together  closely  to  ensure  that  these  meetings 
deliver  robust,  positive  results. 

Over  the  years,  the  global  partnership  we  have  developed 
with  Japan  reflects  the  closeness  of  our  relationship  and  the 
common  values  we  share.  Our  joint  efforts  run  the  gamut 
of  issues  facing  the  world  today.  The  U.S.-Japan  partnership 
holds  tremendous  potential  for  delivering  positive  results 
in  Asia  and  around  the  world.  The  power  and  prosperity 
of  the  U.S.  and  Japan  can  advance  the  kinds  of  policies  and 
measures,  both  bilaterally  and  globally,  that  Asia  and  the 
world  need  to  meet  the  challenges  of  a  new  era.  Let  us  resolve 
to  work  together  for  the  prosperous,  peaceful  world  we  all 
want  for  our  children  and  grandchildren. 
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C  nstantly  Reinventing  Success  on  a 
Jobal  Scale 


F 


.der, 


or  a  dozen  years,  Fujio  Mitarai,  the  energetic  chairman  and 
CEO  of  Canon  Inc.,  has  used  his  boundless  energy  to  help 
his  company  become  the  same  kind  of  overachiever  as  its 
with  impressive  results. 


Fujio  Mi 

Chairman  a<  an  Inc. 

Shortly  after  ta  sident  and  CEO,  Mitarai  instituted 

what  he  called  the  Global  Excellent  Company  Plan,  a  strategy  to 
make  Canon  one  of  the  stro  :,  most  respected  companies  in  the 
world.  In  2006,  the  firm  entered  Phase  III  of  that  Plan. 

"We  are  only  in  the  second  year  of  Phase  III,"  he  says  proudly, 
"but  we  are  already  well  ahead  of  our  growth  targets.  The  Plan  aims 
for  annual  net  sales  growth  of  8%,  resulting  in  consolidated  sales  of 
5.5  trillion  yen  [$47.8  billion]  in  fiscal  2010.  In  fact,  net  sales  grew 
by  10.7%  in  2006  and  by  roughly  11%  in  the  first  half  of  2007.  At 
this  pace,  we  should  average  better  than  8%  per  year,  and  total  sales 
in  2010  will  be  around  6  trillion  yen  [$52.2  billion]." 

Canon's  growth  figures  would  be  impressive  for  a  smaller  or 


younger  company,  but  for  a  70-year-old  firm  of  its  size,  sustained 
double-digit  profit  growth  is  just  short  of  miraculous.  Asked  wh 
Canon's  numbers  are  so  good,  Mitarai  offers  several  reasons.  Con 
stant  attention  to  quality  control,  combined  with  innovations 
both  products  and  sales,  results  in  more  satisfied  customers,  whic 
in  turn  leads  to  healthy  growth.  Rationalization  and  automatio 
of  manufacturing  processes  are  also  contributing  factors,  and  th 
global  economy  itself  has  played  a  hand.  World  markets  have  bee 
generally  strong,  with  China  and  India  showing  robust  growth.  F< 
a  company  that  derives  about  80%  of  its  sales  from  outside  Japan, 
healthy  world  economy  is  essential. 

"Companies  that  can't  constantly  reinvent 
themselves  will  disappear.  R&D  is  the  key  to  oui 
survival  as  well  as  our  success." 

Yet  the  key  factor  is  the  one  Mitarai  saves  for  last:  "Our  produc 
are  more  competitive  than  ever  before.  Most  of  them  are  the  mark 
leaders  in  their  respective  fields,  and  they're  getting  stronger  all  th 
time." 

In  other  words,  Canon  is  boosting  both  market  share  and  profi 
at  the  same  time.  What  kind  of  magic  makes  that  possible?  IT 
chairman  smiles  and  answers  without  a  pause:  "A  company  111 
Canon  is  only  as  strong  as  its  R&D.  We  aim  to  be  seen  as  one 
the  world's  best  companies  in  every  respect,  but  the  key  to  that  is 
begin  with  world-class  research." 

When  Mitarai  took  over  as  president  in  1995,  Canon's  R& 
budget  was  roughly  equivalent  to  5%  of  net  sales.  In  the  past  fe 
years,  that  number  has  climbed  to  the  8%  level.  But  Mitarai  is  m 
satisfied.  "I  want  to  raise  it  to  10%  by  2010,"  he  says. 

Why  the  pressure?  Recent  international  rankings  already  pla> 
Canon  among  the  world's  best-known  brands  and  most  admin 
companies.  Why  keep  pouring  profits  into  research? 

"Competition  is  going  to  get  tougher,"  says  Mitarai  philosopr 
cally.  "Our  products  have  to  stay  on  the  cutting  edge  or  the  compai 
will  fail.  Companies  that  can't  constantly  reinvent  themselves  w 
disappear.  R&D  is  the  key  to  our  survival  as  well  as  our  success." 

Mitarai  spent  23  years  in  the  U.S.,  and  he  is  proud  to  say  he 
much  he  learned  from  American  management  style.  "I  believe 
a  kind  of  'hybrid  management,'"  he  says.  "I  try  to  combine  the  bt 
of  American  and  Japanese  approaches  to  running  a  business." 

However  he  does  it,  Mitarai  is  helping  Canon  to  become  a  lead 
in  every  field  where  it  competes.  If  this  is  the  result  of  "hybrid  ma 
agement,"  companies  on  both  sides  of  the  Pacific  should  be  payi: 
attention. 


S3* 


A  native  of  Kyushu,  Japan,  Mitarai  decided  not  to  follow  his  father  and  brothers  into  medical  school,  but  instead  joined 
Canon,  where  his  uncle  served  as  the  first  president.  A  few  years  later  he  was  posted  to  the  U.S.,  where  he  stayed  for  231 
years,  eventually  becoming  president  of  Canon  USA.  Back  in  Japan,  he  was  later  appointed  president,  CEO  and  then 
chairman  of  Canon. 


www.canon.com 
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The  New  Frontier 


Laying  the  track  for  the  next  stage, 

JR  East  departs  for  the  new  frontier  of  railway  business. 
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A  Business  That  Sustainably  Coexists 
Vith  the  Planet 


7"  T  hen  AtsutoshiNishida  took  over  as  president  and  CEO 
^  XL  /  of  Toshiba  Corporation  in  2005,  he  announced  three 
T  ▼  major  policies  that  would  become  pillars  of  Toshiba's 
philosophy  going  forward.  ''Actually,  I  wanted  to  announce  at  least 
four  or  five  policies,"  he  says  with  a  laugh.  "But  three  is  so  much 
easier  for  people  to  remember."  One  of  Nishida's  three  fundamental 
policies  was  to  carry  out  CSR  (corporate  social  responsibility)- 
oriented  management  throughout  the  global  Toshiba  Group. 


Atsutoshi  Nishida 

President  and  CEO,  Toshiba  Corporation 

Nishida  was  well  aware  that  CSR  would  become  an  essential  pre- 
requisite for  any  2 1  st  century  enterprise.  He  began  to  evangelize  CSR 
management  by  reminding  the  company's  some  190,000  employees 
worldwide  of  Toshiba's  responsibilities  to  make  an  active  contribu- 
tion to  the  betterment  of  society.  To  spread  his  message  throughout 
the  company,  Nishida  coined  a  phrase:  chikyunai-kigyo.  Translated 
as  "a  corporate  citizen  of  planet  Earth,"  the  term  recognizes  the  fact 
that  Toshiba  is  engaged  in  businesses  within  the  context  of  the  planet. 
He  says,  "At  first,  no  one  in  the  company  understood  what  I  meant  by 
this  phrase,  but  gradually  they  began  to  catch  on." 

What  he  meant  was  two  things:  First,  that  the  Toshiba  Group 


must  actively  work  for  the  betterment  of  the  environment  throug 
out  all  its  global  operations,  and  second,  that  the  Group  must  reco 
nize,  respect  and  value  the  diversity  of  the  many  different  societi 
where  it  does  business  around  the  world. 

Nishida  recently  laid  out  "Environmental  Vision  2050,"  t 
company's  far-sighted  commitment  to  improve  the  environme 
by  raising  the  eco-efficiency  of  its  products  and  business  process' 
substantially  reducing  CO2  emissions  and  creating  greater  value  f 
society  through  improved  products  and  services. 

A  major  element  of  the  initiatives  is  to  efficiently  supply  energy 
a  world  that  constantly  demands  more. 

"We  need  a  'best  mix'  of  stable,  efficient  source 
of  energy  that  produce  progressively  less  CO2 
than  in  the  past." 

"Our  role  is  to  supply  reliable  and  efficient  energy  sources  to  me 
the  growing  demands  of  the  industrialized  economies  plus  new,  ra 
idly  expanding  economies  such  as  China  and  India,  while  maki 
every  effort  to  prevent  global  warming,"  Nishida  states.  He  sees  tl 
as  both  a  great  challenge  and  a  contradiction,  but  believes  it  is  p< 
sible  through  constant  innovation. 

He  continues,  "We  need  stable,  efficient  sources  of  energy  tr 
produce  progressively  less  CO2  than  in  the  past.  That  means  we  ne 
to  find  a  'best  mix'  of  energy  supplies  that  fits  our  social  as  well  as : 
dustrial  needs."  Not  surprisingly,  Toshiba  is  now  well  positioned 
supply  the  "best  mix"  that  Nishida  imagines.  The  Group  will  activi 
promote  enhancement  of  thermal  power  efficiency  (using  coal, 
and  gas),  global  diffusion  of  nuclear  power  and  the  harnessing 
renewable  or  distributed  power  sources  such  as  fuel  cells.  The  rece 
acquisition  of  Westinghouse  has  surely  added  to  this  momentum 

Toshiba  now  embraces  programs  that  will  achieve  CO2  redi 
tions  equivalent  to  47  million  tons  per  year  in  FY  2025  compat 
to  FY  2000  levels — almost  the  same  as  the  amount  of  CO2  emitt 
by  all  of  Greater  London  today. 

Nishida  also  notes  that  CO2  reduction  should  include  the  hor 
While  industry  is  working  hard  to  squeeze  more  production  out 
less  energy,  consumers  want  more  appliances,  which  means  mc 
power  consumption.  Nishida  mentions  white  LED  lamps  as  te< 
nology  that  could  substantially  decrease  electricity  consumption 
home  and  might  become  a  next-generation  light  source  to  repl; 
fluorescent  lamps  or  traditional  light  bulbs  in  the  future. 

So  Toshiba's  mission  is  vast,  extending  from  light  bulbs  to  nucl 
power  plants.  "Zero  CO2  emissions  is  ideal,"  Nishida  says  with  tl 
ever-present  smile.  "It  is  an  ultimate  goal;  we  must  keep  pushi 
ourselves  to  do  better." 


mm  Holding  degrees  from  two  of  Japan's  top  schools,  Waseda  University  and  the  University  of  Tokyo,  Atsutoshi  Nishida  once  imagined 
career  in  academia.  Instead,  he  joined  Toshiba,  where  he  can  have  an  even  greater  impact  on  the  world.  Pnor  to  being  named  presider 
and  CEO  in  June  2005,  he  spent  many  years  in  executive  positions  in  Europe  and  America.  www.toshiba.co.jp/worldwide 
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Kyorin  Q) 

Health  and  smiles,  together— the  Kyorin  mission. 

Until  recently,  "health"  simply  meant  being  free  of  disease. 
But  times  have  changed  and  people's  lifestyles  have  evolved. 
Now,  at  Kyorin,  we  understand  that  healthy  living  means  active  living. 
If  you  can  free  your  mind  of  health  concerns,  you'll  be  able  to  go  about  your 
daily  life  in  a  better  frame  of  mind  and  with  a  smile  on  your  face. 
Healthy  living  with  a  smile — that's  the  goal. 

Today  and  every  day,  your  health  is  Kyorin's  mission. 


KYORIN  CO.,  LTD. 

Head  office:  5,  Kanda  Surugadai  2-chome,  Chiyoda-ku,  Tokyo  101-831 1  Japan  TEL:  03-3293-3451 


(yorin  Group:  Kyorin  Pharmaceutical  Co.,  Ltd.,  Kyorin  Rimedio  Co.,  Ltd.,  Dr.  Program  Co.,  Ltd.,  BistnerCo.,  Ltd.,  Kyobundo  Co.,  Ltd. 


http://www.kikkoman.com 


Kikkoman  Celebrates 
Its  50th  Anniversary 
In  America 


Open  to  the  world 


At  Kikkoman,  everything  we  do  is 
grounded  in  a  history  of  more  than 
300  years  of  brewing  soy  sauce  to 
a  traditional  recipe,  using  only 
the  finest  ingredients.  As  we  grew  into 
a  global  brand,  we  developed  an  open 
stance  and  a  clear  awareness  of  our 
social  responsibilities,  a  philosophy  that 
has  helped  us  become  known  for 
establishing  standards  of  good  taste. 
Every  day  we  work  to  realize  this 
philosophy  around  the  world,  through 
contributions  to  local  communities, 
environmental  protection  and  cultural  exchanges.  These 
include  our  membership  in  the  UN  Global  Compact  to 


World  Business  Council  for  Sustainable 
Development.  Our  commitment  to 
provide  our  customers  with  quality 
products  is  enhanced  by  strict  adherence 
to  ethical  standards  and  a  strong  sense 
of  mission,  everywhere  we  do  business. 
The  success  of  this  philosophy  is  apparent 
in  our  global  growth.  Today  Kikkoman  is 
one  of  the  world's  oldest  and  most 
well-known  brands,  appreciated  around 
the  world  for  its  original  taste  and 
contribution  to  the  enjoyment  of  good 
food.  Production  facilities  in  Japan,  the 
U.S.A.,  Europe,  and  Asia  help  support  sales  in  more  than 
one  hundred  countries,  and  spread  our  message  to  every 


support  human  rights,  labor  and  the  environment  and  the         person  who  appreciates  the  special  qualities  of  our  products. 


Kikkoman  Corporation 

2-1-1,  Nishi-Shinbashi,  Minato-ku,  Tokyo  105-8428,  Japan 


KIKKOMAN 
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Progressive  Refinement  of  Business 
Goals  Ignites  Profitability 


Iter  80  years  in  business,  leading  specialty  chemical  manu- 
facturer Kuraray  Co.,  Ltd.,  is  going  through  a  dramatic 
transformation. 

"We  are  a  unique  company,"  says  President  Yasuaki  Wakui.  "We  be- 
an by  creating  chemical  fibers,  and  we're  still  known  as  a  leader  in  that 
eld.  But  over  the  past  decade,  we  have  refocused  our  efforts  on  the  de- 
:lopment  of  specialty  chemicals,  which  is  now  our  greatest  strength." 

Decades  ago,  Kuraray  researchers  were  the  first  in  the  world  to 
lass-produce  a  synthetic  PVA  (polyvinyl  alcohol)  resin,  and  from 

they  produced  the  popular  synthetic  PVA  fiber  Kuralon.  The  suc- 

ss  of  Kuralon  led  to  a  procession  of  new  fiber  products.  Along 
le  way,  the  company  built  a  strong  R&D  base  to  develop  specialty 
lemicals,  which  ultimately  led  to  the  identity  shift  we  see  today. 

'Quality  attracts  customers,  and  as  the  quality  of  our 
products  is  recognized,  our  sales  will  naturally  grow." 

"Over  70%  of  our  revenue  now  comes  from  non-fiber  business," 
l^akui  says.  "For  example,  from  that  same  PVA-related  technol- 
gy  we  originally  developed  EVAL,  a  gas-barrier  resin  that  became 
bpular  in  food  packaging.  We  also  created  a  base  film  for  polar- 

ing  film  that  is  essential  in  the  manufacture  of  LCD  panels.  With 
I  global  market  share  of  around  80%  for  this  film,  Kuraray  is  a  de 

cto  world  standard  in  LCD  production." 

Despite  rising  prices  for  raw  materials  and  fuels,  Kuraray  has  mirac- 
ously  chalked  up  a  fifth  straight  year  of  record  sales  and  profits, 
ne  key  reason  for  this  success  is  indisputable:  good  management. 
Part  of  Wakuis  strategy  includes  overseas  expansion.  "Market 
owth  in  Japan  will  be  limited,  so  our  real  growth  must  come  from 
road.  To  meet  that  demand,  we've  expanded  from  one  overseas 
ant  to  five  in  the  past  decade.  In  addition,  we  are  using  strategic, 
endly  M&A  to  build  an  even  stronger,  more  focused  group." 
Yet,  the  real  key  to  success  is  not  in  new  production  facilities  or 
>&A.  Wakui  has  a  long-term  vision,  something  he  calls  "progres- 
'e  refinement."  Simply  put,  it  means  redirecting  the  firm's  efforts 
ward  high-quality,  high-value-added  products. 
"Progressive  refinement  is  not  primarily  aimed  at  quantitative 
pansion,  but  at  improving  the  quality  of  both  our  products  and 
inagement.  Quality  attracts  customers,  and  as  the  quality  of  our 
loducts  is  recognized,  our  sales  will  naturally  grow." 
In  addition,  he  says,  Kuraray  needs  to  be  constantly  alert  to  the 
j  going  changes  in  its  markets.  "In  order  to  survive,  we  must  remain 
,xible  in  looking  at  both  our  products  and  our  business  portfolio.  We 
1 11  compete  in  terms  of  quality,  originality  and  creating  added  value  for 
*  r  customers,  and  let  go  of  businesses  that  don't  meet  those  criteria." 


Wakuis  strategy  aims  at  specific,  high-growth  business^  .  For 
example,  the  global  auto  industry  remains  strong,  and  autom. 
are  continuing  to  shift  from  metal  to  high-grade  plastics  in  search 
of  lighter  weight  and  better  fuel  efficiency.  Kuraray  s  EVAL  resin  is 
now  widely  used  in  plastic  fuel  tanks,  and  its  heat-  and  abrasion- 
resistant  Genestar™  resin,  which  is  already  found  in  countless  elec- 
trical connectors,  is  expected  to  replace  metal  in  a  wide  variety  of 
applications. 


Yasuaki  Wakui 
President,  Kuraray  Co.,  Ltd. 

"Our  R&D  pipeline  is  full  of  new  products  and  applications  in 
electronics,  optoelectronics,  automotive,  energy  and  other  fields. 
Many  of  them  are  'eco-products'  as  well,"  Wakui  explains.  "For 
example,  we  are  now  researching  inorganic  electroluminescence 
(EL).  I  dream  of  one  day  replacing  the  world's  fluorescent  lights 
with  this  technology.  Fluorescent  lighting  uses  mercury,  so  switching 
to  inorganic  EL  lighting,  which  is  bright,  stable,  energy-saving  and 
mercury-free,  would  have  a  huge  positive  impact  on  the  environment." 

Clearly,  Kuraray  wants  to  change  the  world.  It  has  both  the  R&D 
to  achieve  that  goal  and  a  smart,  visionary  executive  to  lead  the  way. 


'V7 


A  native  of  northern  Iwate  Prefecture,  Wakui  graduated  from  the  economics  faculty  of  the  University  of  Tokyo.  He 
joined  Kuraray  in  1 965  and  gained  experience  with  the  company's  Human  Resources  and  Corporate  Communications 
departments  before  assuming  the  presidency  in  2000.  www.kuraray.co.jp/en/ 


IN  THfc!!<  (JWN  WUKUS 


Japan  Special  Advertising  Section  January  20 


.itainable  Growth:  A  Holistic  Approach 


Japan's  "power  brands" — Toyota,  Sony,  Panasonic  and  others — 
have  become  household  names  because  the  big  manufacturers 
focus  on  B2C  business,  selling  goods  to  individual  consumers 
around  the  globe.  However,  another  big  Japanese  firm  is  attracting  con- 
siderable attention  these  days,  even  though  its  main  business  is  B2B. 


Shiro  Kondo 

President  and  CEO,  Ricoh  Co.,  Ltd. 

Ricoh's  principal  customers  are  corporations,  the  kind  of  clients 
that  are  less  interested  in  big  brand  names  and  more  interested  in 
performance,  reliability  and  service.  This  is  the  market  where  Ricoh 
has  grown  tremendously  in  just  the  past  decade. 

"Our  sales  have  almost  doubled  and  our  profits  roughly  quadru- 
pled in  dial  time,"  says  Shiro  Kondo,  the  company's  youthful,  ener- 
getic CEO.  "Last  fiscal  year,  both  our  sales  and  profit  figures  recorded 
new  highs.  And,"  he  adds  with  a  smile,  "we're  just  getting  started." 

Kondo  could  also  mention  that  Ricoh's  sales  figures  have  risen  for 
]  3  years  in  a  row,  with  its  ROE  hovering  around  1 1%.  What  con- 
sumers are  about  to  find  out,  investors  have  known  for  years. 

For  many  years,  the  main  pillar  of  Ricoh's  growth  has  been  its 


popular  line  of  reliable,  high-performance  office  equipment — mul 
function  printers,  fax  machines  and  the  like — and  this  is  not  abo 
to  change,  according  to  Kondo. 

What  has  changed  is  the  company's  approach  to  its  business. 

"We  know  that  great  technology  alone  is  not  enough,"  Kondo  i 
plains.  "I  always  ask  our  staff,  'What  is  our  corporate  DNA?  Is  it  ji 
good  R&D?  Or  is  it  about  using  technology  to  create  real  custom 
value?'  We  have  to  figure  out  what  our  customers  want  before  th 
tell  us...  This  is  how  we  became  a  genuine  solutions  provider,  ai 
that  has  made  all  the  difference." 

In  addition,  Ricoh  is  keen  to  prove  itself  in  the  consumer  wori 
as  part  of  its  drive  to  enhance  its  brand  globally.  Judging  by  the  st 
cess  of  the  pro-spec  GR  Digital  camera,  the  company  is  off  to  a  ve 
good  start. 

"What  is  our  corporate  DNA?  Is  it  just  good 
R&D?  Or  is  it  about  using  technology  to  create 
real  value  for  customers?" 

Kondo  is  also  thinking  strategically  about  future  paradigm  shil 
"Demand  for  traditional  commercial  printing  is  declining,"  he  not 
"In  its  place,  we  will  see  steady  growth  in  on-demand  printing;  tf 
is,  corporate  printing  done  in-house.  Data  security  is  also  a  gro 
ing  concern  for  many  companies."  In  June  2007,  Ricoh  establishet 
joint  venture  with  IBM  to  service  this  expanding  market.  "We  pi 
to  be  the  #1  player  in  this  field,"  the  CEO  says  confidently. 

To  support  that  growth  process,  Kondo  is  a  strong  proponent 
corporate  education  for  everyone  from  line  workers  to  top  man: 
ers.  Everyone  can  benefit  from  further  study,  he  believes,  includi 
the  CEO.  "There  are  so  many  things  in  business  I  wish  I  had  studii 
I  particularly  enjoy  reading  about  how  leading  companies  in  the  L 
and  Europe  developed  their  own  educational  programs.  I  want 
combine  the  very  best  ideas  from  overseas  with  my  own  views  abc 
how  to  build  a  culture  of  corporate  excellence." 

Another  key  concern  is  the  environment.  Ricoh  has  long  beei 
leading  Japanese  proponent  of  CSR  (corporate  social  responsit 
ity).  The  company  supports  a  number  of  CSR-related  initiatives,  a 
environmental  concerns  in  particular  are  a  top  priority  for  Konc 
"We  who  make  technology  must  remain  constantly  aware  of  its  i 
pact  on  the  world,  both  for  good  and  bad.  We  therefore  conduct  c 
global  operations  from  a  sustainable  management  point  of  view.' 

Ricoh  is  fast  becoming  one  of  Japan's  power  brands.  It  is  a  unic 
company  in  some  respects,  and  at  its  helm  it  is  fortunate  to  hi 
a  strong,  visionary  CEO  committed  to  serving  his  customers, 
employees  and  the  planet  as  a  whole. 


An  engineer  by  training,  Shiro  Kondo  joined  Ricoh  in  1 973,  where  he  immediately  found  himself  engaged  in  produc 


development.  His  remarkable  rise  through  the  ranks  was  marked  by  a  strong  flair  for  innovation  and  a  desire  to  provide 
continuing  education  to  employees,  particularly  in  technical  fields.  www.ricoh.con- 


Engineering 


At  Mitsubishi  Heavy  Industries  (MHI) 
we  dream  a  lot.  We  dream  about  tomorrow 
—  about  the  changes  tomorrow  will  bring, 
the  issues  the  world  will  face,  and  the 
solutions  that  will  be  needed.  We  also  think 
about  new  innovations  that  would  make 
tomorrow  more  exciting,  more  convenient, 
more  secure,  and  more  environmentally 
friendly. 

To  realize  what  we  envision,  we  mesh  our 


state-of-the-art  technologies  in  diverse 
fields,  including  green  technologies  for 
removing  carbon  dioxide  and  other  pollutant 
gases.  In  particular  we  are  leading  the  way 
in  reducing  environmental  burdens  through 
development  of  high-efficiency  gas  turbines 
and  advanced  wind  power  generating 
systems. 

At  MHI,  we  have  high  hopes  for  the 
future.  We  are  engineering  tomorrow,  today. 


A MITSUBISHI 
HEAVY  INDUSTRIES,  LTD.  www.mhi.co.jp 
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PRESENTING  THE  "PRACTICALLY  ALL-SCREEN"  TV. 


■ 


Introducing  the  world's  thinnest  LCD  TV  bezel.  REGZA  1080p  Full  HD  LCD  TVs  produce  clear,  vibrant,  lifelike  imag 

And  now,  with  our  beautifully  redesigned  slimmer  frame  you  can  fit  a  larger  screen  into  the  same  space*.  Go  to  your  local  retai 
and  see  for  yourself.  Now  that  REGZA  has  the  world's  thinnest  LCD  TV  bezel,  there's  even  more  to  watch.  www.regza.CO 

RGGZy 

The  one  to  watch. 


•40"  (diagonal)  REGZA  Ultra-Thin  Frame  TV  fits  into  the  same  space  as  Toshiba's  standard  37"  (diagonal)  models.  "The  World  s  Thinnest  LCD  TV  Bezel"  claim  is  based  on  data  as  ol  August  3. 2007  ©2007  Toshiba  America  Consumer  Products.  LL  C.  All  rights  rei 
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Blending  Tradition  and  Innovatic  *or 
Long-Term  Success 


Perhaps  no  company  better  represents  Japans  unique  ability 
to  combine  a  strong  respect  for  tradition  with  a  drive  to  con- 
tinuously innovate  in  the  commercial  sphere  than  Kikkoman 
Corporation,  the  world's  largest  manufacturer  of  soy  sauce. 

The  corporation,  which  is  one  of  Japans  oldest  businesses,  is  headed 
>y  Yuzaburo  Mogi,  the  chairman  and  CEO  as  well  as  a  descendant  of 
he  family  that  started  Kikkoman  over  300  years  ago.  This  charismatic 
eader  has  helped  Kikkoman  grow  from  a  domestic  firm  with  a  noble 
listory  into  a  global  player  with  enviable  long-term  market  growth. 

"For  good  management,  a  balance  between 
tradition  and  innovation  is  essential." 

A  balance  between  tradition  and  innovation  is  a  key  factor  tor 
uccess,"  relates  Mogi,  a  tall,  slim  figure  who  exudes  energy  and 
nthusiasm  that  belie  his  72  years.  "Tradition  is  the  accumulation  of 
enerations  of  experience,  and  thus  provides  a  guide  for  future  action, 
lowever,  with  the  business  environment  changing  so  radically,  past 
odels  may  not  always  be  the  most  appropriate,  so  an  over-reliance 
n  tradition  can  inhibit  a  company's  growth.  For  good  management, 
balance  between  tradition  and  innovation  is  essential." 
That  balance  was  evident  back  in  1957  when  Kikkoman,  a  corn- 
any  with  three  centuries  of  tradition  in  Japan,  decided  to  expand 
s  business  to  the  U.S.  Soy  sauce  was  not  well  known  back  then, 
over  the  years  the  firm  began  to  show  Americans  how  its  main 
roduct  could  enhance  the  flavor  of  a  wide  range  of  food,  not  just 
.sian  cuisine.  The  investment  in  the  U.S.  has  paid  off  handsomely: 
tikkoman  now  books  50%  of  its  operating  profit  from  overseas 
usinesses,  80%  of  which  comes  from  the  U.S. 
After  much  consideration,  Kikkoman  opened  a  plant  in  America's 
eartland,  in  the  state  of  Wisconsin.  It  was  1973,  Japanese  cars  and 
ectronics  were  already  pouring  into  the  U.S.,  and  trade  friction  was 
arting  to  heat  up.  Yet  Kikkoman  was  able  to  operate  with  none  of 
le  problems  other  Japanese  firms  had  to  face  stateside. 
"We  never  experienced  trade  friction  in  the  U.S.,"  says  Mogi.  He 
tributes  this  success  to  Kikkoman's  early  move  to  localize  its  busi- 
es. "When  we  started  up  production  in  America  in  1973,  our 
>y  sauce  went  from  'Made  in  Japan'  to  'Made  in  the  U.S.A.,'  which 
iminated  the  immediate  source  of  trade  friction."  Another  impor- 
.:  nt  reason  that  the  company  has  been  so  warmly  accepted  in  the  U.S.  is 
i  emphasis  on  fitting  into  the  local  community.  "We  are  trying  to  be  a 
>od  corporate  citizen  at  the  local  level,"  relates  Mogi.  "We  participate 
many  activities,  and  we  do  lots  of  business  with  local  companies." 
I  Kikkoman  is  naturally  concerned  with  matters  of  food  and  health : 
We  organized  the  Kikkoman  Food  Foundation  in  Wisconsin,  and 


we  continue  to  contribute  to  various  local  activities,  for  ex^  i 
the  food  science  area  and  high  school  education." 

Following  its  success  in  the  U.S.,  Kikkoman  advanced  its  glo; 
marketing  strategy.  "We  are  steadily  developing  the  European  mar- 
ket," Mogi  explains.  "In  the  early  1990s,  consumption  of  soy  sauce 


Yuzaburo  Mogi 

Chairman  and  CEO,  Kikkoman  Corporation 

really  took  off,  and  it's  been  soaring  ever  since.  Now  we  enjoy  nearly 
15%  annual  growth  in  that  market."  This  healthy  expansion  led 
Kikkoman  to  establish  a  factory  in  the  Netherlands,  which  celebrated 
its  10th  anniversary  in  autumn  2007. 

In  addition,  Kikkoman  is  looking  to  Asia  to  become  its  future 
high-growth  market.  "Within  10  to  15  years  I  think  the  average 
Chinese  income  will  rise,  lifestyles  will  change,  and  people  will 
regularly  buy  our  products.  In  10  to  15  years,  our  business  in  Asia, 
including  China,  will  be  very  promising." 

With  its  roots  deep  in  Japanese  tradition  and  innovative  strate- 
gies for  developing  its  global  market,  the  future  indeed  looks  prom- 
ising for  Kikkoman. 


A  descendant  of  the  family  that  started  what  is  likely  Japan's  oldest  continuously  operating  business,  Yuzaburo  Mogi 
joined  Kikkoman  in  1 958.  Even  before  rising  to  the  presidency  in  1 995,  he  worked  to  revitalize  and  further  internationalize 
the  company.  In  2004,  he  was  named  chairman  and  CEO.  A  global  thinker,  the  fully  bilingual  Mogi  holds  an  M.B.A.  from 
Columbia  University.  www.kikkoman.com 
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N  At  Stop:  Sustainable  Growth  and 
Customer  Satisfaction 


Our  mission  is  simple:  to  provide  our  passengers  and  com- 
munities with  the  utmost  in  safety,  comfort  and  conve- 
nience.'' That  isn't  an  executive  of  a  global  airline  talking, 
but  the  CEO  of  a  railroad  company.  Many  people  still  think  of  rail- 
roads as  an  old-fashioned  industry,  but  in  Japan  the  railroad  busi- 
ness has  been  charging  into  the  21st  century  at  lull  speed. 


Satoshi S 

President  and  C  span  Railway  Company 

No  one  knows  this  bett  an  Satoshi  Seino,  president  and  CEO 
of  East  Japan  Railway  Company,  commonly  known  as  JR  East,  the 
largest  rail  operator  in  Japan. 

Over  the  past  decade,  the  company  has  made  tremendous  advances 
in  efficiency  and  productivity  while  at  the  same  time  boosting  cus- 
tomer satisfaction.  Even  more  remarkable,  the  firm  has  slashed  its 
greenhouse  gas  emissions  by  more  than  20%  in  the  same  period. 
But  perhaps  Seino's  biggest  success  is  that  the  16  million  passengers 
who  flow  through  JR  East  gates  every  day  are  gradually  discover- 
ing a  positive  "consumer  experience"  instead  of  enduring  the  dreary 
old  "commuter  experience."  The  stations  are  changing,  the  trains  are 


changing  and  the  customer  experience  is  changing. 

One  example:  More  than  20  million  users  have  purchased  J 
East's  SUICA  rechargeable  IC  card  electronic  pass,  which  speec 
the  flow  of  people  through  stations  without  the  need  to  purcha: 
tickets.  Private  rail  lines,  subways  and  buses  have  adopted  the  san 
technology,  allowing  riders  to  use  a  single  pass  throughout  the 
travels  in  greater  Tokyo.  In  addition,  as  JR  East  has  continued  i 
develop  its  stations  into  upscale  commercial  centers,  many  stor 
and  restaurants  now  accept  these  cards  for  payment,  so  custome 
can  ride,  eat  and  shop  all  with  one  electronic  card. 

"Passengers  and  communities  aren't  only 
interested  in  transportation;  they  want  a  lifestyl 
of  convenience  and  elegance  as  well." 

The  rapid  acceptance  of  SUICA  surprised  even  Seino,  who  w 
in  charge  of  its  development  before  he  took  office  as  president  : 
2006.  "More  than  25,000  stores  now  accept  it  as  payment,  inclui 
ing  some  shops  outside  our  service  area,"  he  notes.  "I  want  to  coi 
tinue  promoting  SUICA  as  a  truly  interregional  service." 

The  company  is  also  making  significant  efforts  in  the  area  of  enviro 
mental  protection.  "Our  new  railcars,  introduced  on  urban  ar 
long-distance  routes,  not  only  reduce  energy  usage  and  emissior 
they  save  us  money.  We  are  also  researching  fuel-cell  powered  trai 
and  other  clean-energy  systems  for  transportation.  In  addition,  we' 
planting  trees  and  replenishing  forests  along  our  tracks,  which  hel] 
to  further  offset  CO2  emissions." 

Seino  points  to  the  restoration  of  the  iconic  Tokyo  Station  bui 
ing,  a  century-old  symbol  of  the  city's  dynamic  history.  The  compai 
is  working  to  provide  the  cash  flow  necessary  for  this  project  by  ta 
ping  into  hidden  property  assets,  namely  the  sale  of  air  rights  abo 
the  station  complex.  "By  making  effective  use  of  this  intangible  ass« 
we  can  preserve  the  important  heritage  of  Tokyo  Station  and  tran 
form  it  into  a  truly  contemporary  landmark." 

He  concludes,  "We  want  to  provide  a  safe,  reliable  and  enjoyab 
transportation  service  that  is  as  fundamental  to  our  daily  lives  as  tl 
air  we  breathe.  At  the  same  time,  we  want  to  improve  the  mode! 
conveniences  available  in  and  around  our  stations.  Passengers  ar 
communities  aren't  only  interested  in  transportation;  they  want) 
lifestyle  of  convenience  and  elegance  as  well." 

Investors  understand  that  such  accomplishments  are  not  simp 
to  achieve.  They  see  how  Seino  and  his  team  have  turned  an  oil 
fashioned  railroad  company  into  a  21st  century,  technology-drivt 
business  with  multiple  revenue  streams  and  millions  of  satisfied  custon 
ers.  Everyone  is  eagerly  anticipating  the  next  stage  in  JR  East's  evolutio 


Born  in  1 947,  Satoshi  Seino  joined  the  then  Japanese  National  Railways  (JNR).  Upon  privatization  and  regional  reorganization 
ofJNR  into  several  business  corporations  in  1 987,  Seino  became  part  of  the  current  East  Japan  Railway  Company.  AtJR  East 
he  mostly  oversaw  corporate  affairs,  including  General  Affairs,  Finance,  Personnel  and  Corporate  Planning.  As  CEO,  he 
still  likes  to  ride  the  trains  and  talk  to  station  staff  as  often  as  he  can.  www.jreast.co.jp/e/ 
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With  unparalleled  local  support,  our  seamless  global  network  can  help  your  offices 
around  the  world  think  and  work  as  one.  To  help  you  orchestrate  and  synchronize 
effectively,  Ricoh  has  over  18,000  service  engineers  globally  and  a  customer  support  and 
service  network  in  over  1 50  countries.  To  find  out  more  about  our  full  range  of  products 
and  services  visit  ricoh.com/thinkasone.  Create,  share  and  think  as  one. 


RICOH 


e  Pioneer  of  Linear  Motion 


uncompromising  commitment  to  technological  expertise  and  innovation  made  THK  the  worldwide  pioneer  in  engineering 
§  Linear  Motion  (  LM  )  Guide.  We  have  further  perfected  our  original  LM  Guide  design  with  our  innovative,  patented  Caged 
Technology.  Today,  our  performance-proven  technology  has  made  our  LM  Guides  the  preferred  motion  control  components  in 
a  wide  range  of  industries.  THK  s  engineering  excellence  is  also  proven  in  our  other  motion  control  solutions  including  Actuators, 
Ball  Screws,  Ball  Splines,  Cross  Roller  Rings,  Link  Balls  and  Custom  Engineered  Solutions. 


www.thk.com 


ivert  rotational  motion  to 
Huire  only  one-third  the 
■jr§)^  thus  saving  drive 
micro  feeding, 


LM  GllidG  —  LM  Guides  combine  linear  motion  with 
rolling  contact.  THK' s  LM  Guides  offer  high  precision  linear 
motion  solutions  with  the  highest  speeds,  heaviest  load 
capacities,  and  the  smoothest  and  quietest  LM  Guide  operation 
with  long  service  life. 
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Focusing  on  Global  Markets  With 
Growing 


GLOBALIZATION.  If  one  word  were  chosen  to  describe 
the  core  focus  of  Mitsubishi  Heavy  Industries  (MHI) 
today,  it  would  be  "globalization."  The  company  already 
boasts  an  orders-based  export  ratio  topping  50%,  but  according 
p  President  Kazuo  Tsukuda,  the  50%  figure  is  only  one  milestone 
long  a  progressively  ascendant  curve.  "Today,  we're  accelerating 
iur  initiatives  to  strengthen  our  production  and  sales  networks 
;lobally  and  strategically." 

MHI,  a  leading  member  of  the  Mitsubishi  Group,  has  operations 
n  fields  as  all-embracing  as  power  systems,  general  machinery,  trans- 
>ortation  systems,  ships,  printing  presses,  machine  tools,  aircraft  and 
erospace  rockets.  Today,  the  company  is  taking  assertive  steps  to 
joost  the  presence  of  its  various  offerings  in  overseas  markets  even 
urther.  "We  have  two  principal  targets,"  explains  Tsukuda.  "First, 
ire  aim  to  steadily  enhance  our  competitive  position  in  the  global 
larkets.  Second,  we  look  to  attract  expanded  business  opportunities 
trough  the  establishment  of  overseas  operating  bases  and  alliances 
ith  local  enterprises." 

We're  accelerating  our  initiatives  to  strengthen  our  pro- 
duction and  sales  networks  globally  and  strategically." 

MHI  is  pursuing  enhanced  competitiveness  in  two  main  ways, 
irst,  the  company  has  incorporated  the  following  three  fundamental 
rategies  into  its  current  medium-term  business  plan:  build  a  solid 
irnings  structure,  strengthen  the  production  technology  base,  and 
cure  the  full  trust  of  both  customers  and  society  at  large.  Those 
rategies  are  clearly  starting  to  yield  tangible  results.  In  the  first  half 
f  fiscal  2007,  MHI  posted  robust  year-on-year  increases  in  orders, 
sales  and  in  net  profit. 

Second,  MHI  is  vigorously  addressing  environmental  needs.  The 
mpany,  in  its  own  words,  is  "engineering  the  future,"  and  in  doing 
21st-century  environmental  demands  are  inevitably  accorded  top 
iority.  MHI  is  out  in  front  with  a  host  of  development  programs 
1  targeting  energy  conservation  and  environmental  protection, 
lready  its  state-of-the-art  wind  turbines,  photovoltaic  modules,  gas 
rbine  combined-cycle  (GTCC)  plants,  advanced  pressurized  water 
actors  for  nuclear  power  plants  in  the  United  States  (US-APWR) 
d  flue-gas  CO2  recovery  systems — to  name  but  a  sampling  of  its 
0-plus  product  menu — are  in  strong  demand.  The  company  is  also 
rking  proactively  to  prevent  global  warming  as  a  solid  promoter 
a  growing  list  of  CDM  (Clean  Development  Mechanism)  proj- 
ts  established  under  the  Kyoto  Protocol. 

In  its  quest  to  cultivate  more  business  opportunities  worldwide, 
HI  is  looking  to  four  main  markets.  "Our  core  focuses  are  the  U.S., 


Europe,  China  and  the  other  countries  of  Asia,"  Tsukuda  nc  In 
the  U.S.,  for  example,  we're  winning  increased  orders  for  our 
turbines,  and  to  build  up  our  production  system,  we're  expanding 
our  plant  facilities  in  Mexico."  In  Europe,  the  company  has  estab- 
lished a  joint  venture  in  France  to  develop  and  sell  a  new  reactor 
for  nuclear  power  plants.  In  China,  it  has  concluded  licensing  agree- 
ments in  wind  turbines  with  local  partners.  In  Russia,  it  has  reached 
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Kazuo  Tsukuda 

President,  Mitsubishi  Heavy  Industries,  Ltd. 

an  agreement  on  collaborating  with  a  local  heavy  electrical  machin- 
ery manufacturer  in  the  gas  turbine  and  steam  turbine  business.  And 
in  India,  a  country  undergoing  dynamic  economic  growth,  MHI  has 
concluded  agreements  on  the  formation  of  two  joint  ventures:  one 
to  manufacture  and  market  supercritical  pressure  boilers  for  coal- 
fired  power  plants,  the  other  to  make  and  sell  steam  turbines  and 
generators  for  such  plants.  In  these  and  other  ways,  MHI  is  aggres- 
sively moving  to  fortify  its  production  systems  worldwide. 

With  its  globalization  drive  now  firmly  in  motion,  Mitsubishi 
Heavy  Industries,  under  Tsukuda's  focused  leadership,  is  destined 
to  be  a  name  ever  more  widely  recognized  around  the  world  in  the 
years  ahead. 


1 


Kazuo  Tsukuda,  MHI's  president  since  2003,  is  an 
together  with  his  wife,  he  travels  to  outlying  islands 


avid  sports  enthusiast.  He  especially  follows  local  baseball,  and 
to  enjoy  scuba  diving.  www.mhi.co.jp/indexe.html 
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THAT  INCORPORATE  KURARAY^^OVAL  FILM. 


Kuraray  has  always  focused  on  a 
singular  goal:  refining  original  materials 
and  technologies  into  innovative 
products  for  better  living. 

Back  in  the  1950s,  Kurar 

in  the  war-id  to  mass-produce 

vhich  we  marketed  as  KURALON.  Afte 

we  turned  our  focus  to  spec 

And  over  the  years,  we  have  consists 

Almost  ever 
innovation  at 
lighter,  brighte 

improvemer 


kuraray 
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Competition  Brings  Out  the  Best 
Market-Savvy  Pharma  Maker 


Sharing  space  with  very  large  competitors  in  the  global  phar- 
maceuticals market — some  of  whom  may  also  turn  out  to  be 
predators — does  not  faze  Ikuo  Ogihara,  the  dynamic  presi- 
ent  of  Kyorin  Co.,  Ltd.,  the  core  of  a  growing  pharmaceuticals- 
riented  group.  Ogihara  was  an  elite  downhill  skier  in  his  youth, 
nd  these  days  is  an  avid  golfer  and  bicyclist.  He  thrives  on  compe- 
tion,  which  he  says  gives  him  a  healthy  sense  of  anticipation  and 
eeps  him  alert  to  risks  and  opportunities.  "Though  many  global 
rms  have  enormous  research  and  marketing  budgets,"  he  says, 
:here  is  still  plenty  of  room  for  a  smaller,  more  focused  player  like 
yorin  to  succeed." 

Marketing,  innovation  and  challenge  are  what 
drive  this  firm  today." 

Expertise  as  a  specialized  drug  maker  helps  Kyorin  maintain  a 
ipeline  of  new  and  potentially  promising  drug  compounds.  But 
Jgihara  also  relies  on  the  savvy  management  skills  he  has  honed 
ince  taking  over  the  business  ten  years  ago.  His  first  challenge 
as  to  rationalize  the  company,  trimming  payroll  and  building  up 
le  IT  infrastructure.  Today,  a  stronger  Kyorin  has  expanded  into 
lanufacturing  and  selling  generic  drugs,  is  developing  a  healthcare 
asiness  and  even  markets  cosmetic  products.  The  company  bought 
biotech  firm  in  southern  California  and  conducts  collaborative 
search  with  a  consortium  of  universities  in  Scotland,  aiming  to 
:velop  revolutionary  new  drugs  for  global  markets.  Still,  Kyorin's 
ain  strategy  is  to  focus  on  its  home  market. 

"Worldwide,  there  is  pressure  on  national  health  systems  to  reduce 
rvernment  subsidies  for  drugs  and  medical  procedures,"  Ogihara 
ys.  "This  is  true  in  many  parts  of  Europe,  as  well  as  here  in  Japan, 
i  the  U.S.  [which  doesn't  have  national  health  insurance],  patent 
:piry  can  lead  to  a  drastic  loss  of  revenues  when  generics  arrive  on 
e  market.  Here  in  Japan,  the  advantage  for  a  company  like  Kyorin  is 
at  even  when  a  patent  expires,  prices  do  not  plummet  immediately, 
id  a  drug  can  retain  value  for  some  time." 

Japan  can  take  pride  in  the  longevity  of  its  population,  which 
me  might  see  as  a  promising  market  for  a  drug  company.  How- 
er,  Ogihara  emphasizes  Kyorin's  duty  to  help  people  stay  healthy, 
in  just  to  recover  from  illness. 

|  "Since  our  founding  over  80  years  ago,  it  has  been  our  obligation 
i  a  company  to  help  people  lead  healthy  lives,"  he  says.  Prevention 
in  be  as  important  as  treatment,  he  insists,  which  explains  why 
(pan's  wellness  and  fitness  markets  are  booming. 
;  Ogihara  is  no  exception.  "A  few  years  ago,  I  realized  that  I  wasn't 


getting  enough  exercise,"  he  says  with  a  smile.  "I  started  riding  ,  bi- 
cycle, built  up  my  endurance,  and  now  I  ride  up  to  75  miles 
day."  He  also  sponsors  triathlon  clinics  for  school-age  children,  and 
contracts  with  one  of  the  instructors  to  work  as  a  physical  trainer. 


Ikuo  Ogihara 
President,  Kyorin  Co.,  Ltd. 

His  motto,  often  repeated  in  the  frequent  talks  he  has  with  com- 
pany employees,  is  to  "have  the  courage  to  stay  one  step  ahead"  in  all 
things.  He  encourages  employees  from  a  wide  variety  of  departments 
to  take  study  leaves  overseas,  usually  in  blocks  of  six  months.  Thus, 
for  example,  an  employee  might  study  in  the  U.S.  or  in  Europe  for 
half  a  year,  returning  to  Kyorin  with  a  very  different  perspective  and 
skill  set.  "They  come  back  full  of  positive  energy  and  new  ideas,"  he 
says  proudly. 

"When  my  father  asked  me  to  take  over  the  company,  he  recog- 
nized that  we  were  quite  different  personalities,  but  he  gave  me  the 
freedom  to  do  things  my  way,"  says  Ogihara.  "Marketing,  innova- 
tion and  challenge  are  what  drive  this  firm  today." 


A  native  of  Gunma  Prefecture,  Ogihara  attended  Meiji  University  in  Tokyo,  graduating  in  1977.  He  entered  Kyorin 
Pharmaceuticals  in  1981,  and  was  promoted  to  director  in  the  same  year.  Fourteen  years  later  he  was  named  vice 
president,  and  in  1 997  he  was  appointed  to  the  post  of  president.  In  2006,  the  company  was  reorganized  as  a  holding 
company,  with  Ogihara  as  its  president.  www.kyorin-pharm.co.jp/eg/index.html 
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■     .ision  Controls  Produce  Solid 
lobal  Growth 


ith  his  trademark  smile  and  crimson  tie,  THK  Presi- 
dent Akihiro  Teramachi  cuts  a  distinctive  figure  for 
a  CEO.  He  points  out  that  his  red  tie  is  not  a  fash- 
ion statement,  but  a  display  of  THK's  corporate  color.  The  smile 
comes  naturally  to  Teramachi,  particularly  after  another  year  of 


Akihiro  ichi 


President  ami  !<  CO.,  LTD. 

solid  growth.  Sale*  fits  have  both  hit  new  record  highs,  and 

the  company's  ambitic  :r  to  double  revenues  in  just  a  decade 

is  within  reach.  Although  '  ]  is  not  yet  a  household  name,  its 
reputation  is  growing  fast. 

The  firm's  move  toward  gs  .  ^nition  may  seem  odd  for  a 

specialist  maker  of  machinery  components  used  in  manufacturing  a 
wide  range  of  industrial  equipment.  TJ  v  ver,  is  no  ordinary 

parts  maker:  Its  ubiquitous  products  are  essential  to  a  wide  range 
of  industries.  Since  THK  introduced  the  world's  first  linear-motion 
guide  (LM  Guide)  in  1972,  the  machine-tool  and  semiconductor 
equipment  sectors  in  particular  have  come  to  rely  on  THK  to  help 
boost  productivity  through  ever-greater  precision  and  efficiency. 


S-20 


Today,  nearly  all  electronic  devices  and  cars  on  the  market  rely  < 
THK  technology  at  some  point  during  the  production  process. 

"But  we  are  not  just  an  industrial  machinery  company,"  Teramac 
is  quick  to  point  out.  He  believes  there  are  huge  opportunities 
the  consumer  markets  as  well.  Today,  THK  is  developing  a  range 
innovative  shock  absorbers  to  protect  buildings  from  earthquak 
and  is  also  expanding  into  automotive  components.  "With  t 
accelerating  trend  to  incorporate  electronics  in  automobiles,  it  is  liki 
that  not  only  a  car's  power  systems  but  even  the  engines  themseh 
will  be  electrically  powered.  We  expect  demand  for  our  products 
grow  as  a  result,  because  in  order  to  make  'fly-by-wire'  control  of  r 
cars  a  reality,  THK's  high-precision  LM  Guides  will  be  essential." 

"To  stay  ahead  in  this  business,  you  have  to  be 
prepared  to  jump  at  least  two  generations  ahea< 
of  what  is  in  the  market  today." 

Precision  is  just  one  advantage  that  THK  delivers.  "LM  Guk 
help  customers  to  achieve  enormous  energy  savings,"  Terama< 
says.  They  can  dramatically  reduce  friction  in  the  moving  parts  c 
machining  operation — by  more  than  90%  in  some  cases — and  tl 
reduce  the  energy  used.  And,  by  reducing  the  consumption  of  oil  a 
grease  in  the  bearings,  there  is  less  waste  of  petroleum-based  lut 
cants  in  factories.  "We  are  helping  industry  to  save  energy  and  redi 
waste — good  for  our  clients  and  good  for  the  environment." 

THK's  sales  hit  a  record  of  just  under  $1.52  billion  in  2006,  a 
Teramachi  says  with  confidence,  "We  will  achieve  our  sales  tar 
of  $2.6  billion  by  2010.  The  growth  will  come  from  expanding  < 
geographical  reach,  which  we  call  'Full-Scale  Globalization,'  a 
extending  the  applications  for  our  products  through  'Developm 
of  New  Business  Areas.'"  It  is  embodied  in  the  company's  'Fiscal  2C 
Vision' — an  ambitious  ten-year,  long-term  management  target  t 
Teramachi  announced  on  the  company's  30th  anniversary  in  200] 

Relentless  focus  on  technological  innovation  remains  key  to 
company's  future  success.  "Customers  are  usually  right,  but  not 
ways,"  Teramachi  says  with  a  smile.  "To  stay  ahead  in  this  busin 
you  have  to  be  prepared  to  jump  at  least  two  generations  aheac 
what  is  in  the  market  today.  Even  if  your  new  model  costs  a  bit  m 
than  the  existing  product,  which  is  the  case  with  our  LM  Guk 
customers  generally  discover  they  can't  live  without  it — the  bene 
are  just  so  substantial." 

And  yet,  he  notes,  "know-how  is  a  perishable  commodity"  t 
companies  must  constantly  refresh  with  creative  ideas  and  constr 
tive  input  from  customers.  With  that  philosophy,  THK  is  well 
track  to  precision-control  its  own  growth  well  into  the  next  deca 


Akihiro  Teramachi,  a  native  of  Tokyo,  attended  prestigious  Keio  University  in  the  capital.  He  joined  THK  CO.  in  1 975 
rose  to  a  directorship  seven  years  later,  and  then  was  appointed  vice  president  in  1 994.  In  1 997,  he  was  asked  to  take 
up  his  current  post  as  president  and  CEO.  www.thk.corr 


Sustainability  is  our  standard  for  measuring  CO2  n  ction. 
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The  Blue  Hole  in  the  Belize  Barrier  Reef,  a  World  Heritage  in  the  western  Caribbean  Sea 


One  Canon  energy-saving  technology  has  reduced  CO2  emissions  by  nearly  7  million  tons, 
he  amount  assimilated  by  the  seas  surrounding  the  earth's  coral  reefs  each  year* 


tending  for  nearly  185  miles,  the  Belize  Barrier  Reef  is  home  to  one  of  the  most  diverse 
:osystems  on  earth.  At  Canon,  we  believe  corporations  have  a  responsibility  to  undertake 
stainable  practices  that  help  preserve  such  World  Natural  Heritages.  In  1998,  we  embarked 
a  program  to  reduce  CO2  emissions  throughout  the  lifecycle  of  our  products, 
or  example,  we  developed  energy-saving  on-demand  fixing  technology  for  our  office 
quipment  and  home  printers.  Over  8  years,  the  reduction  in  CO2  emissions  attributable 
)  our  office  equipment  totaled  some  6.99  million  tons.  That's  approximately  the  amount  of 
O2  assimilated  in  a  year  by  350,000  km2  of  seawater  —  more  than  the  surface  size  of  the 
oral  reefs  in  all  the  oceans.  Canon's  many  programs  to  reduce  CO2  emissions  are  all  part 
:  one  corporate  goal:  sustaining  the  natural  environment  for  future  generations. 


I  Cumulative  reduction  of  CO2  from 
on-demand  fixing 


1999  2000  2001  2002  2003  2001  2005  2006 


*  There  are  approx  280.000km;  of  coral  reef  1km2  of  seawater  assimilates 
approx  20  tons  of  CO2  per  year  Between  1999  and  2006.  the  CO2  reduction 
attributable  10  Canon  office  equipment  was  7  million  tons,  which  is  approx 
20%  more  than  the  seawater  around  the  earth's  coral  reefs  assimilates  in  a  year 


roduce.  Use.  Recycle.  C02-emission  reduction  throughout  the  product  lifecycle. 


Canon 


mon.  com /environment 
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Giant  Trading  House  Growing  Beyond 
iid  diem  an  Role 


f  ^\  lobal  trading  powerhouse  ITOCHU  this  year  will  celebrate 
■  the  1 50th  anniversary  of  its  founding  with  a  strong  balance 

sheet  and  eu client  earnings.  "Today  we  arc  global  inte- 
grators, building  upstream  and  downstream  businesses  around  the 
world,"  says  President  and  CEO  Eizo  Kobayashi  with  obvious  pride. 


Eizo  Kobayashs 

President  and  CEO,  Corporation 

"Our  founder  imbued  this  j  with  a  strong  set  of  core  val- 

ues," he  goes  on,  "and  they  ha  II  over  the  past  century 

and  a  half."  The  company  traces  its  origin',  to  the  vibrant  commer- 
cial culture  of  Omi  Shonin  or  itinerant  tradesmen  from  the  region 
now  known  as  Shiga  in  central  Japan,  not  far  from  Kyoto. 

"These  traders  espoused  a  philosophy  known  as  sanpoyosbi.  Mu- 
tual benefit  for  both  buyer  and  seller  is  the  basis  for  all  commerce, 
but  for  our  founder,  Itoh  Chubei,  there  was  a  third  dimension  as 
well — the  notion  that  commerce  should  also  benefit  society."  This 


surprisingly  modern  idea  continues  to  underpin  the  company's  value 
and  is  taught  to  all  new  employees,  regardless  of  age  or  nationality. 

Fostering  the  right  people  to  carry  out  its  new  global  initiatives 
a  key  objective  for  ITOCHU,  as  laid  out  in  its  Frontier"1"  2008  mi 
term  management  plan.  "We  have  set  up  Global  HR  Developme 
Centers  in  Shanghai,  Singapore,  New  York  and  London  to  take  tl 
lead  in  our  new  global  human  resource  initiative,"  Kobayashi  sa) 
"We  must  have  the  right  people  in  place  to  execute  this  far-reachii 
global  strategy."  The  world  will  not  wait,  he  adds.  "Change  is  ha 
pening  faster  and  more  dramatically.  The  impact  of  such  change 
now  global  in  scale,  and  it  easily  spills  over  from  one  industrial  se 
tor  to  others." 

"To  prosper,  we  go  where  the  growth  is,  and  th; 
is  in  the  emerging  markets  of  the  world." 

ITOCHU,  like  the  other  sogo  shosha  (general  trading  companie 
has  traditionally  been  the  middleman  in  overseas  trade,  brokering 
vast  amount  of  goods  and  services  through  an  array  of  channels  th 
connect  Japan  with  its  global  suppliers  and  markets,  from  baux. 
to  baking  powder  and  steel  coil  to  satellites.  "But  in  today's  mark 
simply  acting  as  the  middleman  can  no  longer  provide  the  prof 
needed  to  sustain  our  long-term  viability,"  Kobayashi  says.  "O 
goal  is  to  become  a  'highly  attractive  global  enterprise  to  all  stal 
holders,'  and  I  frequently  travel  abroad  to  explain  to  investors  t 
strategies  we  have  adopted  in  our  Frontier"1"  2008  plan." 

In  the  past  decade,  the  company  has  undertaken  a  drama 
restructuring  to  strengthen  its  balance  sheet  and  provide  the  ca 
flows  for  future  growth.  "Some  investors  tend  to  regard  shosha 
unwieldy  conglomerates,  and  wonder  what  part  of  our  diverse  int 
ests  their  investment  will  support.  We  are  quite  explicit  about  wh< 
we  will  focus  our  investments  as  the  basis  of  future  earnings.  ^ 
use  the  acronym  LINEs  to  describe  them:  Life  &  healthcare,  Inf 
structure,  New  technology  &  materials,  Environment  &  new  ener 
and,  at  the  end,  synergy.  Our  share  price  will  reflect  our  ability 
execute  these  plans  successfully,"  Kobayashi  says. 

Why  is  ITOCHU  focusing  up  to  70%  of  its  new  project  inve 
ment  on  overseas  markets?  Demographics  tell  the  story.  "Japa 
population  is  about  120  million,  but  it  may  soon  start  to  decli 
Compare  that  to  the  rest  of  the  world,  which  may  soon  reach  a  to 
of  9  billion,  or  2.5  billion  more  than  today.  For  us,  the  answei 
simple — to  prosper,  we  go  where  the  growth  is,  and  that  is  in  i 
emerging  markets  of  the  world.  Our  business,  which  was  once  se 
as  a  proxy  for  the  Japanese  economy,  is  now  a  proxy  for  the  state 
the  global  economy." 


Eizo  Kobayashi  joined  ITOCHU  (the  C.  Itoh  &  Co,  Ltd.)  in  1972,  where  he  gained  invaluable  experience  working 
in  Tokyo,  Hong  Kong  and  Los  Angeles.  With  his  international  outlook  and  expertise  in  information  technology,  h< 
became  president  and  CEO  in  June  2004  at  the  age  of  55.  He  is  known  for  his  dedication  to  work  and  his  respect  fo 
inter-personal  relationships.  www.itochu.co.jp/main/index_e.htm 
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THE  ART  OF  OVERSELLING 


Wild  Horse  Trading 

Richard  Littleton's  hype  helped  turn  Kigers  into  designer  mustangs.  Now  this 


booster  is  also  a  critic — and  the  horses  are  losing  their  cachet 


ly  Lambert 


N  A  COLD  NOVEMBER  DAY 
in  Burns,  Ore.,  250  horse 
lovers  huddled  on  bleachers 
in  a  barn  while  an  auction- 
eer for  the  federal  Bureau  of 
Land  Management  coaxed  bids  on  116 
wild  Kiger  mustangs  rounded  up  a 
month  earlier.  "One  twenty-five.  Would 
you  give  me  $150?"  the  auctioneer 
called  out  in  the  BLM's  first 
Kiger  auction  in  four  years. 
The  highest  bid,  $7,800  for 
a  stallion,  was  less  than  half 
of  the  highest  bid  at  a 


Kiger  auction  in  1999.  Most  of  the  95 
steeds  fetched,  on  average,  $1,070. 
Richard  (Rick)  Littleton,  the  nation's 
best-known  Kiger  breeder,  shrugged. 
"There  ain't  a  horse  out  there  worth 
$500,"  he  sighed. 

Is  the  Kiger  craze  com- 
ing to  an  end?  Littleton,  63, 
was  perhaps  the  mustangs' 
biggest  booster  for  years.  He 
staged  Kiger  shows,  bought 
ads  and  participated  in 
TV  specials.  When  Kigers 
t\    were  featured,  it  was 


often  mentioned  that  they  mre  descen- 
dants of  the  horses  the  Spanish  brought 
to  the  New  World  in  the  16th  cen 
When  the  hype  got  Hollywood's  atten- 
tion, Littleton  sold  DreamWorks  Anima- 
tion a  $20,000  Kiger  in  1999.  The  horse, 
Donner,  was  a  model  for  its  2002 
animated  flick  Spirit:  Stallion  of  the 
Cimarron.  "We  made  a  wild  horse  worth 
fighting  for,  cheating  for,  lying  for," 
Littleton  says. 

For  decades  Kigers  were  just  scrappy 
wild  mustangs  like  any  other.  Then  in 
1977  the  BLM  noticed  some  of  the  horses 


listinctive  traits,  including  stripes 
i  the  back  and  on  the  legs  and  black- 
d  hooked  ears.  The  government 
6ency,  as  part  of  the  Wild  Free-Roaming 
Horses  &  Burros  Act  of  1971,  moved  27 
of  these  horses  to  two  herd-management 
areas  in  southeastern  Oregon.  Blood  tests 
available  a  few  years  later  suggested  a 
link  to  the  Spanish  horses. 

From  time  to  time  the  BLM  sold 
some  of  the  horses  for  a  $125  "adoption" 
fee,  but  few  in  the  horse  world  knew 
about  these  mustangs  until  Littleton 
came  on  the  scene  in  1987.  An  airplane 
pilot,  Littleton  first  espied  a  Kiger  as  he 
was  flying  over  the  herd-management 
area  with  BLM  District  Manager  Joshua 
Warburton,  who  was  eager  to  generate 
outside  interest  in  the  horses  to  ensure 
their  protection.  They  spotted  the  mus- 
tangs trailing  a  ridge.  That  year  Little- 


ton bought  his  first  mustang. 

A  short  time  later  Littleton  and  War- 
burton,  enjoying  an  afternoon  drink, 
U  'ided  to  give  the  breed  a  name  to  gin 
tention.  They  say  they  came  up 
e  name  Kiger  after  the  glacier-cut 
;e  on  Steens  Mountain,  near 
the  hors      territory.  Littleton  also 
created  the        r  Mesteno  Association, 
after  a  Sp  ,'ord  that  means 

"stray"  and  is  ancestor  of  the  word 
"mustang." 

Littleton's  main  interest  l  u  ned  from 
flying  to  buying  horses.  In  1989  he 
bought  three  more  Kigers  from  t!i 
After  that,  he  says,  he  shelled  out  $5( 
over  five  years  to  buy  20  Kigers  from  pri- 
vate owners.  Littleton,  who  was  intro- 
duced to  wild  horses  as  a  kid  when  his 
grandfather  rounded  up  mustangs  in 
Wyoming  and  sold  them  for  $25  each  in 
South  Dakota,  began  to  imagine  what  a 
little  hype  would  do  to  Kiger  prices.  He 
started  breeding  his  horses.  In  the  early 
1990s  he  organized  horse  shows  where 
he  charged  horse  lovers  a  few  bucks  to 
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see  his  Kigers  strut  their  stuff.  Having  j 
one  of  these  mustangs,  he  liked  to 
suggest,  was  like  owning  a  bit  of  the 
Wild  West. 

Littleton  helped  the  Kigers  become 
known  as  smart  and  friendly,  traits  that 
aren't  usually  associated  with  wild  horses. 
To  demonstrate  that  the  Kigers  could  be 
trained,  he  had  his  once-wild  horses  pull 
carriages  at  his  shows.  To  show  they  were 
gentle,  he  put  children  on  their  backs.  As 
a  finale  he  had  his  favorite  horse,  a 
stallion  named  Steens  Kiger,  run  wildly 
around  an  arena,  sometimes  to  the  tune 
of  Garth  Brooks'  song  "Wild  Horses." 
Littleton  didn't  sell  mustangs  at  these 
events.  That  would  be  "kind  of  like 
selling  fish,  or  used  cars,  on  the  corner," 
he  sniffs.  Instead,  he  handed  out 
flyers  advertising  his  Bend,  Ore.  Kiger 
Mustang  Ranch. 


Horse  lovers  warmed  to  the  breed 
when  Robert  (Bobby)  Ingersoll,  a  well- 
known  horse  trainer,  entered  a  Kiger  in 
a  reining  competition  in  Reno  in  1992.  It 
placed  21st  in  a  field  of  146.  That  year 
Reeves  International's  Breyer,  the  maker 
of  miniature  collectible  model  horses, 
created  a  series  of  $20  to  $40  Kigers;  it 
sold  them  from  1992  to  1998.  For  a 
while  Littleton  ran  a  side  business,  West- 
ern Heritage  Enterprises,  selling  books, 
belt  buckles  and  other  Kiger-related 
tchotchkes. 

When  buyers  missed  out  or  couldn't 
buy  a  government  Kiger,  Littleton  was 
there  for  them.  In  the  mid-1990s  a  Vir- 
ginia horse  owner  whose  name  wasn't 
picked  for  the  BLM  lottery  paid  Littleton 
a  total  of  $114,000  for  25  Kigers.  In  his 
most  lucrative  years  Littleton,  who  flew 
and  sold  planes  until  2001,  says  he  pock- 
eted about  $50,000  after  taxes  and 
expenses  on  Kiger  sales  of  $150,000. 

Littleton's  cozy  relationship  with  the 
BLM  came  to  an  end  in  2000  when  he 
pleaded  guilty  to  selling  a  Kiger  without  a 


legal  title,  a  violation  of  BLM  adoption 
rules.  The  government  agency  then 
barred  him  from  buying  any  more  Kigers 
at  its  auctions.  Around  the  same  time, 
Steens  Kiger,  Littleton's  prized  stallion— 
the  horse  had  sired  20  foals  a  year  in  his 
prime  and  was  the  most  prominent 
privately  owned  Kiger — had  a  breeding 
accident  during  which  an  ornery  mare 
kicked  him  in  the  privates.  After  that  he 
lost  his  interest  in  mares. 

Then,  it  seems,  Littleton  became 
greedy.  DreamWorks  sued  Littleton, 
alleging  that  he  made  an  "unabashed  and 
relentless  attempt  at  extortion"  starting 
four  months  before  Spirit's  release.  The 
studio  said  Littleton,  while  asking  for 
more  money  from  DreamWorks  after  it 
bought  one  of  his  horses,  falsely  accused 
the  company  of  neglecting  the  horse.  It 
alleged  that  Littleton  also  sent  cease-and- 
desist  letters  to  retailers  in  which  he 
falsely  claimed  to  own  trademark  rights 
to  Spirit.  Littleton  denied  the  claims.  The 
case  was  settled  in  April  2003  with  a  con- 
fidentiality clause. 

With  all  this  Littleton  lost  some 
enthusiasm  for  Kiger-boosting.  Now  he 
spends  most  of  his  time  touting  his  Steens 
Mountain  Kiger  Registry  and,  in  so 
doing,  bashing  the  Kiger  Mesteno  Associ- 
ation that  he  helped  found.  He  gripes  that 
it  polluted  the  breed  by  registering  more 
than  100  Kiger- type  horses,  some  fromj 
other  parts  of  the  country.  He  calls  these1 
"phony"  Kigers  and  refuses  to  register 
horses  owned  by  certain  KMA  members. 
This  is  more  than  a  little  hypocritical,  say 
Littleton's  enemies  in  the  KMA,  since  he 
was  still  active  in  the  group  when  it  regis- 
tered many  of  these  horses. 

The  battling  factions  are  "like  the 
Hatfields  and  the  McCoys,"  says  Melissa 
Scott,  a  Kiger  owner  and  exhibitor  fromi 
Decatur,  Tenn.  Some  owners  fear  that  the 
bad  blood  is  spooking  potential  buyers. 
One  collector  estimates  the  value  of  a 
Kiger  mustang  has  dropped  by  two- 
thirds  since  2000,  in  part  because  of  a 
ranch-bred  Kiger  boomlet. 

Phenomenon  or  fad?  Littleton,  fol 
what  it's  worth,  isn't  betting  the  farm  on 
the  value  of  his  65-horse  herd.  These 
days  he  makes  most  of  his  money  selling 
horse  trailers.  F 


The  battling  factions  are 
"like  the  Hatfields  and 
the  McCoys." 
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Does  Business 


Jersey's  Hudson  River  "Gold  Coast" 


By  Brendan  Coffe> 


private  innovation  combined  with  government  initiatives  is  keeping 
[few  Jersey  at  the  forefront  of  the  best  places  to  conduct  business. 


From  spearheading  green 
energy  efforts  and  stem 
cell  research  to  providing 
models  for  urban  renewal 
lid  government-corporate  teamwork, 
lew  Jersey  continues  to  improve  its 
jivironment  for  businesses  both  large 
nd  small. 

I  "The  state  has  a  lot  to  offer,  espe- 
jally  a  tremendously  talented  work- 
ilrce  and  a  location  that  is  really 
fjlvantageous  to  business.  The  trans- 
;|>rtation  systems  are  very  strong  and 
lie  quality  of  life  in  our  communities 
Nstrong,"  explains  Dennis  M.  Bone, 
liesident  of  Verizon  New  Jersey.  "Ver- 
bn  chose  New  Jersey  to  locate  our 


corporate  center  in  Basking  Ridge  a 
few  years  ago.  There  was  stiff  compe- 
tition from  several  states,  but  we 
decided  to  cast  our  lot  with  New 
Jersey,  and  we  are  happy  with  that." 

Verizon  is  just  one  of  hundreds  of 
companies  that  have  increased  their 
presence  in  the  Garden  State  in  recent 
years,  drawn  by  New  Jersey's  highly 
educated  and  technologically  skilled 
workforce,  superior  educational  sys- 
tems and  unparalleled  access  to  mar- 
kets. Already  24  of  the  country's  500 
largest  companies  are  headquartered 
in  the  state,  including  Johnson  & 
Johnson,  Prudential  Financial  and 
Honeywell. 


And  while  big  business  finds  New 
Jersey  a  strong  base  from  which  to 
operate,  small  businesses  and  entrepre- 
neurs are  also  reaping  the  benefits  of 
the  state's  advantages  and  business- 
savvy  government.  No  other  state  has 
done  a  better  job  of  transitioning  from 
the  old  manufacturing  economy  to  the 
knowledge-  and  entrepreneur-driven 
"New  Economy."  The  2007  State  New 
Economy  Index,  created  by  the  non- 
profit Information  Technology  and 
Innovation  Foundation,  ranks  New 
Jersey  second  in  the  nation  based  on 
26  factors  ranging  from  foreign  direct 
investment  to  the  number  of  jobs  at 
fast-growing  companies. 


THE  DAY  iS  COMING  when  wireless 
communication  will  be  everywhere  in  our 
lives.  It's  called  pervasive  wireless.  And 
Rutgers'  WINLAB-a  unique,  world-class 
research  center-is  leading  the  way. 

With  14  global  tech  sponsors,  including 
10  from  the  Forbes  Global  2000,  WINLAB 
is  home  to  the  ORBIT  radio  grid,  the  world's 
largest  open-access  wireless  network  test- 
bed.  Sponsors  use  ORBIT  to  study  and  per- 
fect new  products  like  future  WiFi  networks 
and  intervehicular  communication  systems. 

WINLAB  is  also  a  key  participant  in  the 
itional  Science  Foundation's  "FIND" 
and  "(  initiatives  aimed  at  "clean-slate" 
designs  for  the  next-generation  internet. 

WINLAB  direct!  Dipankar  Raychaudhuri 
is  shown  in  the  OR  f  lab  at  Rutgers 
Technology  Center  II— located  in  New  Jersey's 
high-tech  corridor.  Financed  by  New  Jersey's 
Economic  Development  Authority,  Rutgers 
Technology  Center  II  is  a  great  example  o 
how  government-university  partnerships 
succeed  in  New  Jersey. 

JERSEY  ROOTS,  GLOBAL  REACH 

Rutgers 

THE   STATE  UNIVERSITY 
OF   NEW  JERSEY 

www.rutgers.edu/resource 
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QUALITY  OF  LIFE 
BENEFITS  BUSINESS 

The  benefits  for  business  also 
stem  from  a  lifestyle  that  led 
CNBC  to'  rank  New  Jersey 
first  for  quality  of  life  in  2007. 
Anyone  who  has  spent  long 
days  lounging  on  the  127 
miles  of  broad,  sandy  beaches 
or  cross-country  skiing  in  the 
Pine  Barrens  could  tell  you  that. 
But  quality  of  life  is  more  than  just 
beaches  and  parks.  It  encompasses 
schooling,  medical  care  and  a  host  of 
other  factors.  Nearly  99%  of  New 
Jersey  high  schools  offer  Advanced 
Placement  (AP)  courses,  and  the  state 
ranks  third  for  scores  on  AP  exams. 
Over  83%  of  high  school  graduates  go 
on  to  college,  many  to  the  research 
hub  of  Rutgers  University,  the  venera- 
ble state  school  that  is  one  of  57  col- 
leges and  universities  (plus  another  22 
community  colleges)  in  New  Jersey. 
Medical  care  is  on  par  with  the  best 
in  the  world  for  cancer  treatment, 
heart  care  and  overall  quality  of  care. 
Broadband  penetration  is  the  highest 
in  the  nation. 

"New  Jersey  is  home  to  pristine 
highlands,  a  magnificent  shore 
region,  historic  sites,  farmlands,  first- 
class  tourism,  world-class  industries 
and  a  diverse  and  talented  work- 
force," says  Steve  Morgan,  president 
of  Jersey  Central  Power  &  Light 
(JCP&L).  "It  also  serves  as  the  gate- 
way to  the  Mid-Atlantic  region.  It 
truly  has  something  for  everyone:  a 
great  place  for  living,  working  and 
conducting  business." 

Such  pride  is  typical  for  those  living 


and  working  in  New  Jersey.  What  itk 
seem  more  unusual  to  those  unfamili 
with  the  state  is  the  aggressive  commi 
ment  by  government  officials,  fro 
Governor  Jon  S.  Corzine  on  down, 
create  new  business  opportunities  ar 
expand  New  Jersey's  economic  engii 
to  the  benefit  of  both  corporations  ar 
citizens.  State  support  coupled  with  tl 
inherit  benefits  of  being  in  New  Jers< 
is  reflected  in  the  optimism  of  busine 
executives.  A  2007  KPMG  survey 
107  corporate  and  senior-level  businc 
leaders  in  the  state  found  a  majori 
expecting  profitability  to  rise  throu; 
2010,  with  92%  either  planning 
boost  capital  expenditures,  hiring  ai 
spending  on  new  products,  or  lea 
those  levels  unchanged.  All  told,  78 
told  KPMG  they  are  firmly  committ 
to  New  Jersey. 

EXPANDING  NEW  JERSEY'S 
HIGHLY  SKILLED  WORKFORC 

For  many,  the  rich  workforce  in  N< 
Jersey  is  a  significant  draw.  F 
example,  the  state  has  the  high< 
concentration  of  research-bas 
pharmaceutical  companies  in  t 
world,  and  thus  one  of  the  high* 
numbers  of  scientists  per  capita. 


A  2007  KPMG  survey  of  107  corporate  anc 
senior-level  business  leaders  in  the  state 
found  a  majority  expecting  profitability  tc 
rise  through  2010. 
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YOUR  BUSINESS  GROWS 
WHEN  RUTGERS  UNIVERSITY 
IS  YOUR  RESOURCE 


Workforce  270  degree  programs  10,000-plus  new  graduates  each  year  7,700  bachelor's, 
2,500  master's,  660  doctorates  annually  358,000  alumni  on  6  continents  and  in  all  50  American 
states,  with  201,000  in  New  Jersey  Students  and  faculty  from  130  countries  R&D  New  Jersey's 
most  extensive  and  diversified  laboratory  network,  headed  by  leading  researchers  ■  Alternative 
energy,  biomaterials,  biomed,  business,  engineering,  financial  services,  nanoscience,  pharmacy, 
stem  cells,  wireless  Location  3  regional  campuses  near  New  York  and  Philadelphia  ■  Expertise 
and  cooperation  with  NY/NJ  shipping,  air,  freight,  warehousing,  and  logistics  Business 
Knowledge  Business  schools  Relationships  with  hundreds  of  Forbes  Global  2000  corpora- 
tions, small  business  and  startup  companies  *  Incubators    Recruiting    Patents  and  licensing 


JERSEY  ROOTS,  GLOBAL  REACH 


Rutgers 


THE  STATE  UNIVERSITY 
OF  NEW  JERSEY 


www.rutgers.edu/resource 


'ut  the  people  and  knowledge  of  New  Jersey's  premier  public  research  university  to  work  for  you  Call  732-932-0150,  ext.  3017,  and  make  Rutgers  your  resource. 


RALPH  IZZO 
Chairman  of  the  Board,  President  and 
Chief  Executive  Officer 
Public  Service  Enterprise  Group 
Incorporated 

Proudly  Committed  to 
New  Jersey 

H  t  PSEG,  we're  bullish  on  New 
I  jersey.  For  more  than  1 00  years, 

pnfi  3  3 

kour  employees  have  provided 
the  energy  to  fuel  New  Jersey's 
dynamic  economy  and  improve  the 
quality  of  life  for  millions  of  people 
across  the  Garden  State. 

New  Jersey  is  a  great  place  to  work  and 
live  —  and  do  business.  While  small  in 
size,  New  Jersey  looms  large  because 
of  the  strength  of  its  high-tech  economy, 
educated  workforce  and  strategic  loca- 
tion at  the  heart  of  America's  largest, 
globally  connected  market. 

■  be  a  premier  business  location  in 
v's  world  means  being  a  leader  in 

protecting  the  environment.  At  PSEG,  we 
are  strongly  committed  to  helping  New 
Jersey  hu<  i  the  greener,  sustainable 
economy  of  the  future  through  invest- 
ments in  conservation,  energy  efficiency, 
renewables  and  othi  :'ean  technolo- 
gies such  as  nuclear  power. 

Our  vision  of  the  future  is  one  in  which 
New  Jersey  continues  to  thrive  in  ways 
that  benefit  people,  business  and  the 
environment.  We  remain  as  bullish  on 
New  Jersey  as  ever. 


PSEG 

We  make  things  work  for  you. 
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•  "New  Jersey's  scientific  workforce 
is  clearly  a  strength  of  the  state,"  says 
Elizabeth  G.  Posillico,  Ph.D.,  presi- 
dent and  chief  executive  officer  of 
Elusys  Therapeutics,  Inc.  "I've  found 
that  it  is  relatively  easy  to  fill  posi- 
tions. Because  we're  so  close  to  many 
of  the  bigger  pharmaceutical  compa- 
nies, there's  a  deep  talent  pool  to 
draw  from." 

New  Jersey's  concentration  of 
talent  led  Bayer  HealthCare  Pharma- 
ceuticals to  decide  to  consolidate 
operations  in  New  Jersey  after  it 
acquired  a  specialty  pharma  company 
in  2006.  "New  Jersey  afforded  the 
company  unique  opportunities  that 
would  help  us  reach  our  goal  to 
create  a  high-performance  U.S. 
organization  that  is  lean,  market- 
focused  and  capable  of  driving  supe- 
rior growth  in  one  of  the  largest  and 
most  important  pharmaceutical  mar- 
kets in  the  world,"  explains  Gunnar 
Reimann,  Ph.D.,  member  of  the  Bayer 
HealthCare  executive  committee. 

New  Jersey  is  also  committed  to 
growing  the  talent  pool  for  its 
828,400  small  businesses.  Recently, 
to  ensure  a  competitively  educated 
workforce  continues  to  be 
available,  the  state  partnered 
with  the  NJ  Business  & 
Industry  Association  to 
develop  training  programs  to 
supply  small  firms  in  every 
industry  with  skilled  labor. 
The  state  further  assists 
small  businesses  through 
everything  from  tax-exempt 
and  taxable  bond  issuance 
to  venture  capital  and  grants 
for  relocation  and  sales  tax 
exemptions.  To  give  a  crucial 
advantage  to  entrepreneurs 
just  starting  out,  the  N.J. 
Economic  Development 
Authority  has  run  an  inno- 
vative program  since  1992 
called  the  Entrepreneurial 


Training  Institute  (ETI).  With  clas: 
offered  statewide,  the  ETI  trai 
existing  and  startup  business  owni 
on  how  to  improve  their  operatio 
and  create  a  business  plan.  The  E 
also  helps  them  access  the  availal 
resources  they  need  to  grow. 

One  resource  that  small  busines; 
have  found  quite  helpful  is  the  stat 
revised  business  Web  site,  www.Ne 
JerseyBusiness.gov.  Business  own* 
can  access  business-related  documei 
and  assistance  information,  compli 
basic  tax  and  employer  returns  in  r 
time  and  contact  appropriate  govei 
ment  representatives. 

The  state  is  also  committed 
expanding  opportunities  for  minori 
and  women-owned  business 
Through  the  business  Web  si 
for  example,  qualified  owners  c 
access  a  bid  opportunity  databj 
drawing  from  100  state  agenc 
including  educational  institutio 
New  Jersey  has  also  teamed  w 
ACCION  International,  a  priva 
nonprofit  micro-lending  and  bu 
ness  training  organization.  Throu 
the  Economic  Development  Author 


We're  always  quick  to  respond  to  emergencies. 
Like  global  warming,  for  instance. 

There  is  no  single  solution  to  climate  change.  Conservation  of  electricity  and  natural  gas 
is  still  the  quickest  and  least  expensive  way  to  cut  pollution  levels.  Expanding  renewable 
resources  is  the  next  critical  step.  That's  why  PSEG  has  developed  a  proposal  to  commit  $100 
million  for  a  solar  energy  loan  program.  We've  also  begun  replacing  our  automotive  fleet 
with  hybrid  vehicles.  And,  for  the  long  term,  we  all  must  begin  to  think  about  making  a 
commitment  to  new,  low-  and  zero-carbon  electric  generation,  such  as  nuclear  power.  To 
learn  more  about  PSEG's  "Green  Initiatives"  and  things  that  you  can  do  to  save  both  energy 

and  money,  please  go  to  pseg.com/forbes/climate. 

We  make  things  work  for  you. 


PSEG 


HON.  BOB  FRANKS 
President 

Healthcare  Institute  of  New  Jersey 

ew  Jersey  is  home  to  more 
pharmaceutical  and  medical 
device  companies  than  any  other 
state  in  the  country,  or  any  other  coun- 
try in  the  world,  The  pharmaceutical  and 
medical  technology  industry  is  a  lead- 
ing driver  in  creating  a  thriving  economy 
in  our  state,  as  well  as  making  New 
Jersey  a  global  leader  in  research  and 
development. 

The  Healthcare  Institute  of  New  Jersey 
(HINJ)  is  a  trade  association  for  the 
research-based  pharmaceutical  and 
medical  technology  industry  in  New 
Jersey.  Founded  in  1997,  the  Institute 
represents  30  of  the  world's  largest 
pharmaceutical  and  medical  technology 
corporations,  many  of  which  have  made 
New  Jersey  their  worldwide  or  North 
American  headquarters. 

member  companies  have  an  esti- 
mate 7  billion  annual  impact  on 
New  Jersey's  economy,  directly  employ 
more  than  60,000  people,  account  for 
112,000  spin-off  jobs  and  donate  tens 
of  millions  of  dollai  3  local  philan- 
thropic causes. 


HealthCare  Institute 
of  New  Jersey 


low-cost  loans  are  provided 
to  ACCION,  which  in  turn 
offers  loans  and  advisory 
services  to  small  businesses 
that  don't  often  have  access 
to  traditional  sources  of 
credit.  In  2007,  $500,000 
was  distributed  this  way, 
mostly  in  urban  areas.  "We 
truly  are  reaching  the 
women-  and  minority-owned 
businesses  of  New  Jersey," 
says  Paul  Quintero,  chief  financial 
officer  and  interim  chief  executive 
officer  of  ACCION  New  Jersey  and 
New  York. 

ENCOURAGING  GREEN  AND 
CLEAN  RESEARCH 

New  Jersey  is  tapping  into  its 
wealth  of  workforce  experience  in 
other  ways.  Building  on  the  state's 
long  history  in  the  energy  industry, 
companies  are  taking  strides  to 
make  the  Garden  State  a  leader  in 
clean  energy.  "Transforming  cli- 
mate change  into  an  opportunity 
plays  to  New  Jersey's  strengths  as 
one  of  the  world's  leading  centers 
of  technology-driven  innovation," 
says  Ralph  Izzo,  chairman,  chief 
executive  officer  and  president  of 
Public  Service  Enterprise  Group 


New  Jersey  is  an  educational  hub, 
with  57  colleges  and  universities  anc 
22  community  colleges. 


state  is  the  ideal  location  for  cle 
energy  technology  companies, 
grow  "green-collar"  jobs,  the  state  I 
created  a  Clean  Energy  Tech  Fund 
help  foster  clean  energy  manufacti 
ing  and  research  and  developmt 
companies  in  the  state.  Enhanci 
that  effort  is  an  initiative  to  align  c 
ricula  at  institutions  of  higher  edu< 
tion  to  support  the  industry. 

THE  EPICENTER  OF 
BIOTECHNOLOGY 
ADVANCEMENT 

As  with  green  energy,  many  sta 
also  want  to  be  leaders  in  biote< 
nology  and  research,  but  only  N 
Jersey  has  established  itself  as  su> 
The  Biotechnology  Industry  Orga 
zation  (BIO)  dubbed  the  state 


Because  of  New  Jersey's  strong  markets  fo 
renewable  energy  it  is  the  ideal  location  fo\ 
clean  energy  technology  companies. 


(PSEG),  a  $12.2  billion  (revenues) 
energy  and  energy  services  company. 
"At  PSEG,  we  want  to  be  at  the 
forefront  of  supporting  and  driving 
this  transformation  to  an  environ- 
mentally sustainable,  economically 
vibrant  future." 

Because  of  New  Jersey's  strong 
markets  for  renewable  energy,  the 


epicenter  of  the  global  pharmacet 
cal  and  medical  technology  ind 
try."  Indeed,  biotech  jobs  have  gro 
28%  since  2003,  according  tc 
2007  study  by  BioNJ  (forme 
known  as  the  Biotechnology  Coui 
of  New  Jersey). 

More  broadly,  the  state  has  est 
lished  three  zones  to  support 


Decisions  made  in  New  Jersey  n 
that  people  worldwide  are  living  loi 
healthier  and  happier  lives. 

Innovation  in  medicine  is  driven  by  science  and  technology. 
Every  day  in  New  Jersey,  more  than  60,0C  ind  women 

strive  to  bring  new  medical  breakthroughs  —  sai  !  quickly  — 

to  patients  around  the  world. 


ew  Jersey 


HealthCare  Institute 
of  New  Jersey 

95  Corporate  Drive  •  MS  300 
Bridgewater,  NJ  08807 
phone:  908-212-0333  •  fax:  908-212-0334  •www.hinj.org 


Because  health  matters 


C^3  Schering  Plough 

Wyeth 


PRUDENTIAL 
FINANCIAL,  INC. 

sor  more  than  130  years, 
r—  Prudential  has  helped  people 
grow  and  protect  their  wealth. 
We  offer  individual  and  institutional 
clients  a  wide  array  of  financial  prod- 
ucts and  services.  Today,  we  are  one  of 
the  largest  financial  services  compa- 
nies in  the  U.S.  We  have  operations  in 
the  U.S.,  Asia,  Europe  and  Latin 
America.  We  also  have  one  of  the  most 
recognized  and  trusted  brand  symbols 
in  the  world  today:  The  Rock®,  an  icon 
of  strength,  stability,  expertise  and 
innovation.  We  measure  our  long-term 
success  on  our  ability  to  deliver  value 
to  shareholders,  meet  customer  needs, 
offer  an  inclusive  environment  where 
employees  can  grow  to  their  full  poten- 
tial and  give  back  to  the  communities 
-pre  we  live  and  work. 


mfo  Prudential 


Advertisement  8 


technology  and  life  science  indus- 
tries. The  Innovation  Zones  of 
Camden,  Greater  New  Brunswick 
and  Newark  offer  enhanced  benefits 
such  as  the  ability  to  sell  operating 
losses  to  profitable  companies  and 
score  advantages  in  formulas  to  earn 
various  state  incentives.  In  February, 
Denmark's  Novo  Nordisk  elected  to 
open  its  first  U.S.  hemostasis  facility 
in  the  Greater  New  Brunswick  zone. 
The  30,000-square-foot  facility, 
located  on  the  campus  of  the  Tech- 
nology Centre  of  New  Jersey  in 
North  Brunswick,  not  only  affords 
the  company  financial  incentives,  but 
also  places  it  near  the  research  cen- 
ters of  Rutgers  and  other  advanced 
institutions. 

BioNJ  notes  the  industry  has 
received  great  state  support,  citing 
everything  from  sales  and  tax  exemp- 
tions to  creative  financing  and  incen- 
tives from  the  Edison  Innovation 
Fund,  a  $150  million  (2007)  arm 
of  Governor  Corzine's  Economic 
Growth  Strategy  that  seeks  to  support 
high-tech  businesses,  particularly 
those  focused  on  biotech,  renewable 
energy,  stem  cell  research,  nanotech- 
nology  and  communications. 


Complementing  corporate  effor 
is  New  Jersey's  world-renowm 
research  university,  Rutgers.  A  sta 
university  based  in  New  Brunswic 
with  campuses  in  Newark  ai 
Camden,  Rutgers  is  a  leader  in  cle; 
energy  research  through  its  Enerj 
Institute  and  in  stem  cell  resean 
through  the  Spinal  Cord  Injury  Pr 
ject  at  the  W.M.  Keck  Center  for  Cfi 
laborative  Neuroscience.  The  wo 
has  proven  so  important  that  Wi 
Young,  the  Center's  founding  dire 
tor,  recently  received  the  Melvyn  1 
Motolinsky  Research  Foundatioi 
2007  Distinguished  Service  Awa 
for  his  groundbreaking  research  ( 
spinal  cord  injury. 

A  GLITTERING  FUTURE  FOF 
ATLANTIC  CITY 

Just  as  New  Jersey  leads  in  makii 
the  transition  to  a  New  Econon 
powerhouse,  the  state  also  has  ma 
enviable  strides  in  revitalizing 
cities.  Perhaps  nowhere  else  in  t 
state  is  the  infusion  of  public  and  p 
vate  investment  showing  more  dr 
matic  results  than  Atlantic  City, 
longtime  vacation  haven,  Atlani 


Atlantic  City's  brilliant  skyline  is  a  symb 
of  its  revitalization. 


Prudential  Financial. 
Crowing  around  the  world. 

Deeply  rooted 
in  New  Jersey. 

As  a  financial  services  leader,  the  mission  of  Prudential  Financial 
is  to  help  our  clients  grow  and  protect  their  wealth.  As  a  corporate 
citizen,  we  have  an  equally  vital  mission— to  help  grow  and  protect 
the  communities  where  we  live  and  work.  We  pursue  these  goals 
by  taking  an  important  lesson  from  nature:  Growth  depends  on 
strong  and  healthy  roots. 

Since  our  inception  in  1875,  Prudential  has  been  proud  to  call 
New  Jersey  our  home.  Today,  more  than  one  in  five  members  of 
our  global  workforce— more  than  8,000  employees— reside  in 
New  Jersey,  working  in  more  than  35  locations  across  the  state. 

Prudential  and  New  Jersey.  As  always,  a  Rock  Solid  "  combination. 

www.prudential.com 


Prudential 

Growing  and  Protecting  Your  Wealth® 


Financial  and  the  Rock  logo  ore  registered  service  marks  of  The  Prudential  Insurance  Company  of  America,  Newark, ! 
iiates.  Securities  offered  through  Pruco  Securities,  LLC  (member  SIPC).  Both  are  Prudential  Financial  companies, 
os  of  6/2007.  IFS-A1 08333  Ed.  11/2007 


LARRY  MULLIN 
President  and  Chief  Operating  Officer 
Borgata  Hotel  Casino  &  Spa 
The  Water  Club,  a  Signature  Hotel 
By  Borgata 

|  arry  Mullin's  distinguished  20- 
year  career  in  the  Atlantic  City  hos- 
Ln»  pitality  industry  includes  a  variety 
r  management  positions  held 
prior  to  joining  Borgata  Hotel  Casino  & 
Spa,  the  Las  Vegas-style  destination 
widely  credited  with  sparking  an 
"Atlantic  City  revival"  upon  its  2003 
debut.  At  Borgata,  Mullin  oversees  all 
development  and  operations  for  the 
2,000-room  hotel-casino. 

Mullin  started  with  Borgata  as  Executive 
Vice  President  of  Marketing  prior  to  its 
opening,  and  then  led  the  casino-hotel's 
initial  marketing  efforts  in  all  capacities 
while  playing  a  pioneering  role  in 
bringing  high-caliber  entertainment  to 
Atlantic  City.  His  innovative  and  unique 
approach  to  casino  marketing  and 
brand  management  helped  position 
Borgata  as  a  peerless  leader  in  the 
Atlantic  City  market. 

Mullin  will  help  introduce  a  further  ele- 
vated level  of  hospitality  to  Atlantic 
City  with  the  2008  opening  of  The 
Water  Club,  a  Signature  Hotel  by 
Borgata,  where  he  will  also  serve  as 
President  and  Chief  Operating  Officer. 
The  $400  million  cosmopolitan  hotel 
will  feature  800  guestrooms  and  suites, 
a  two-story  spa,  1 8,000  square  feet  of 
meeting  space,  three  Residences  and 
five  heated  indoor  and  outdoor  pools. 


ATLANTIC  CITY 
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City  fell  victim  in 
the  1970s  to  shifting 
demographics  and 
the  general  move- 
ment to  the  suburbs. 
Today,  Atlantic  City 
has  rediscovered  its 
strengths  and  is 
quickly  becoming  a 
desired  destination  for  businesses 
and  pleasure-seekers  alike.  With  a 
beachfront  location,  easy  access  from 
major  metropolitan  areas  (Philadel- 
phia is  within  58  miles,  New  York  99 
miles  and  Baltimore  116  miles)  and 
excellent  transit  options  —  including 
NJ  Transit  rail  and  an  international 
airport  that  The  Wall  Street  Journal 
cited  as  a  "best  performer"  — 
Atlantic  City  has  drawn  a  wave  of 
new  development. 

Already  in  motion  is  an  astonish- 
ing $10  billion  in  private  projects, 
including  a  $5  billion  resort  casino 
by  MGM  inspired  by  successes  the 
company  has  enjoyed  in  Las  Vegas 
and  Macau.  The  city  just  approved  a 
permit  for  Revel  Entertainment, 
backed  by  Morgan  Stanley,  to  con- 
struct a  1,900-room  hotel  casino 
with  1,000  feet  of  beachfront.  Also 
under  way  is  an  18-acre  casino  in  the 
heart  of  the  city's  famed  boardwalk 
from  Pinnacle  Entertainment,  which 


Hotel  Casino  and  Spa,  a  2,000-ro( 
property  many  credit  with  sparki 
Atlantic  City's  luxury  developmei 
The  Borgata  offers  top-notch  dini 
from  chefs  like  Bobby  Flay  and  Wc 
gang  Puck,  as  well  as  shopping,  garni 
and  a  marina.  Not  resting  on  its 
rels,  Borgata  is  set  to  open  a  seco 
resort  property  in  Atlantic  City  tl 
summer  called  The  Water  Club.  T 
800-room,  43-story  hotel  will  feati 
five  heated  pools,  six  retail  shops  a 
residences.  "Drop  this  in  any  popu 
destination  like  Las  Vegas,  New  Yc 
or  Florida,  and  we  have  all  the  ame 
ties  those  markets  offer,"  Mullin  ad 
The  wealth  of  new  hotels,  as  w 
as  extensive  refurbishments  to  existi 
properties,  promise  a  superior  me 
ings  and  event  experience.  Already 
city  has  12  hotels  with  meetings  fa< 
ities,  16,000  hotel  rooms  and  1 
Atlantic  City  Convention  Cent 


Atlantic  City  is  at  a  point  where  it  i: 
about  to  take  off,  much  like  Las  Vegai 
was  in  the  early  1990s. 


demolished  the  old  Sands  Casino  in 
October  to  make  space  for  the  effort. 

"Atlantic  City  is  at  a  point  where  it 
is  about  to  take  off,  much  like  Las 
Vegas  was  in  the  early  1990s.  We  have 
some  of  the  best  real  estate  anywhere 
and  a  favorable  tax  situation,"  says 
Larry  Mullin,  chief  executive  of  Borgata 


which  boasts  486,000  square  feet 
contiguous  exhibit  space,  109,1 
square  feet  of  meeting  space  and  mi 
have  technology.  "When  people  co 
and  see  what  we  have  to  offer  here 
a  resort  and  a  place  to  do  busin 
and  have  fun,  they  are  pleasan 
surprised,"  explains  Mullin. 


Aft     ^.  — •' —  '-■ 


n  1999  we  had  a  vision. 

Thanks  to  New  Jersey,  everyone  can  see  it. 


New  Jersey  has  been  a  big  part  of  our  success. 
They've  helped  us  grow  through  the  years  and 
continue  to  do  so  with  our  latest  development,  The 
Water  Club.  And  for  that,  we'd  like  to  say  thank  you. 

theborgata.com 


THE  WATER  CLUB  □ 

A  SIGNATURE  HOTEL  BY  BOUGHT  A  | 
ATLANTIC  CITY 


Powering 

Your 

Prosperity 


Over  the  years,  it's  been 
our  privilege  to  deliver  the 
energy  that  has  helped 
make  New  Jersey  a  great 
ce  for  business  ...  and 


ving  too.  We're  proud 
to  serve  more  than  one 
million  sidential  and 
business  customers  and 
look  forward  to  keeping 
the  future  bright  with  safe 
and  reliable  power. 


Jersey  Central 

Power  &  Light 

A  FirstEnergy  Company 


Advertisement  12 


URBAN  INSPIRATION 

The  turnaround  of  Atlantic 
City  is  only  one  in  a  series  of 
success  stories.  Hudson  County, 
including  Hoboken  and  Jersey 
City,  long  ago  rebounded 
from  rust-belt  status  to  now 
be  called  the  Hudson  River 
Gold  Coast.  These  thriving 
cities  are  vibrant  proof  that 
New  Jersey's  commitment  to 
business-friendly  policies  and 
improving  residents'  lifestyle 
pays  dividends.  In  the  past  five 
years,  for  example,  publisher 
John  Wiley  &  Sons  relocated  its  head- 
quarters to  Hoboken  from  New  York 
while  companies  such  as  Merrill 
Lynch  and  Deutsche  Bank  made  long- 
term  commitments  to  base  significant 
operations  along  the  Jersey  City 
waterfront.  The  area  has  benefited 
from  New  Jersey's  commitment  to 
expanding  mass  transit,  including  the 
Hudson-Bergen  Light  Rail,  a  new  trol- 
ley system  connecting  the  New  York 
Harbor  cruise  port  of  Bayonne  in  the 
south  to  Bergen  County's  George 
Washington  Bridge  in  the  north. 

The  successful  tandem  of  govern- 
ment investment  in  infrastructure  and 
a  focus  on  improving  the  atmosphere 
for  businesses  is  being  replicated 


The  New  Jersey  Performing  Arts  Centi 
is  just  one  example  of  the  state's 
cultural  richness. 


throughout  New  Jersey.  Newark 
reclaiming  its  place  as  the  premi 
business  city  in  the  state,  luring  coi 
panies  with  its  educated  workforc 
impressive  transportation  infrastru 
ture  and  a  pro-business  agent 
pushed  by  Mayor  Cory  Booki 
Recently,  audio  book  Web  retail 
Audible.com  relocated  to  downtov 
Newark.  "They  were  attracted  to 
because  we're  a  college  town,"  sal 
Booker.  "Plus,  we  have  the  best  trar 
portation  locus  in  the  area  and  a 
just  17  minutes  from  Manhatt; 
by  train.  There  is  an  energy  ai 
dynamism  to  Newark,  and  t. 
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usiness  leadership  is  incredible," 
ooker  says  with  pride.  It  helps  too 
lat  office  space  averages  $30  per 
juare  foot  —  more  than  a  third  less 
lan  the  prices  offered  in  Manhattan, 
hich  is  only  17  miles  east. 

Business  leaders  also  do  their 
mre.  Prudential  Financial,  which  is 
eadquartered  in  Newark,  supports 
le  community  in  a  number  of  ways, 
he  Prudential  Foundation  distrib- 
tes  $33  million  annually  to  educa- 
onal  and  economic  development 
litiatives.  "This  is  one  of  the  most 
tciting  times  in  the  history  of 
iewark,  with  an  opportunity  to 
mew  the  city,"  says  Gabriella  E. 
lorris,  president  of  the  Prudential 
oundation,  which  worked  with  the 
lewark  government  to  identify 
isets  to  build  upon.  "There  are  so 
any  people  working  cooperatively 
•ound  blueprints  for  change." 

Creative  support  from  govern- 
lent  and  business  has  also  brought 
le  shine  back  to  the  city  of 
amden.  Home  to  Campbell  Soup's 
orld  headquarters  since  1869,  last 
tar  the  company  announced  a  $72 
illion  expansion,  with  the  city, 
>unty  and  state  spending  an  addi- 
}nal  $26  million  on  infrastructure 
lprovement.  That  spirit  of  coop- 
.ation  has  encouraged  Cigna 
lealth  and  Bancroft  NeuroHealth 
ii  join  Campbell,  L-3  Communica- 
pns  and  others  as  companies  with 
(ignificant  operations  in  Camden. 
|ch  strides  are  the  result  of  a  far- 
linking  effort  by  all  levels  of  gov- 
mment  to  reinvent  the  one-time 
i>minant  shipping  port  with  the 
ipport  of  business, 
fj  Camden  offers  unparalleled 
Icess  to  Philadelphia,  in  addition 
l|  lower  operating  costs.  To  capital- 
I  on  its  positioning,  the  city  and 
j|unty  of  Camden  offer  businesses 
I'wealth  of  incentives,  including 
(hiiployee  tax  credits,  reduced 


sales  tax  and  zero  tax  on  business 
improvement  and  operating  expenses, 
as  well  as  potential  project  financing. 
In  2006,  the  Waterfront  Technology 
Center  at  Camden  became  the  first 
speculatively  developed  office  labo- 
ratory space  in  Camden  in  40  years. 


The  $16.5  million  Cen.  'oped 
by    the    Economic    Dc  nt 
Authority,  is  a  five-story,  10* 
square-foot  facility  that  is  the  I 
several  structures  planned  for  the 
along  the  waterfront.  It  has  been 
designed  to  accommodate  existing 


Verizon 


leader  in 


Verizon  Part  of 

Your  Big 


Picture 


vertjon 

www.verizon.com/nj 


communications  technologies 
that  help  transform  communities. 
Our  networks  support  advances 
in  telemedicine  and  electronic 
health  records  helping  reduce 
health-care  costs.  Our  distance 
learning  technology  extends 
the  reach  of  education  to.  more 
students.  Through  .  expanded 
broadband  access  we  connect 
more  communities  to  the  com- 
petitive global  economy.  Verizon's 
experience  and  reliability  make  us 
the  customer's  trusted  guide  to 
the  new  world  of  communications. 


Verizon.  Part  of  your  big  picture.  Part  ol  New  Jersey 
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businesses  in  the  biosciences,  micro- 
electronics, advanced  materials,  infor- 
mation technology  and  other  high 
technology  and  life  sciences.  Compa- 
nies located  at  the  facility  include 
Cooper  Health  System  and  the 
Rutgers  Camden  Business  Incubator. 

THE  LOCATION  AND 
INFRASTRUCTURE  TO 
HANDLE  IT  ALL 

For  businesses  located  in  one  of 
New  Jersey's  growing  cities  or 
the  suburban  communities  that 
surround  them,  the  state's  well- 
developed  trade  infrastructure  pro- 
vides the  final  element  for  success. 
The  state  boasts  major  metropolitan- 
based  port  facilities  in  Newark  and 
Elizabeth,  which  is  a  part  of  the 
Port  of  New  York  and  New  Jersey, 
the  East  Coast's  largest  port  com- 


MAXINE  BALLEN 

President  and  CEO 
New  Jersey  Technology 
Council 
856-787-9700 

DEBRA  P.  DILORENZO 

President  and  CEO 
Chamber  of  Commerce 
Southern  New  Jersey 
856-424-7776 


BOB  FRANKS 

President 
HealthCare  Institute 
Of  New  Jersey 
908-212-0333 

DEBBIE  HART 

President 

Biotechnology  Council 
Of  New  Jersey 
609-890-3185 


JOAN  VERPLANCK 

President 
New  Jersey  Chamb 
Of  Commerce 
609-989-7888 


plex,  and  on  the  Delaware  River,  in 
Camden,  Gloucester  and  Salem. 
Two  major  international  airports  — 
Newark  Liberty  and  Atlantic  City  — 
miles  of  rail  lines  and  a  highway 
system  that  connect  ports  of  entry  to 
intra-  and  interstate  markets  round 
out  an  unsurpassed  transportation 
network.  Of  the  more  than  900,000 
New  Jersey  jobs  tied  to  international 
trade,  the  ports  and  freight  industry 
support  more  than  500,000  jobs  and 


move  goods  valued  at  more  th 
$850  billion  annually. 

Whether  you  are  just  starting 
develop  an  idea  or  looking  to  spre 
a  product  around  the  globe,  No 
Jersey  is  an  unsurpassed  location 
which  to  live  and  build  a  business, 
technology,  energy  or  any  other  sd 
ment  where  an  educated  workfon 
pro-business  government  and  qui 
access  to  some  of  the  world's  larg< 
markets  is  essential. 


New  Jersey  Is  a  sweet 
place  to  do  business. 


Mars  has  been  making 
M&M'S®  here  since  1940. 
The  State  of  New  Jersey 
has  been  a  trusted  partner 
and  we  look  forward  to 
continued  growth  together 
in  the  decades  ahead. 


MARS 

north  america 


larks  &  Mars,  tncofrxxated  200 


WEB  DIRECTORY 

Borgata  Hotel  Casino  &  Spa 
www.theborgata.com 

HealthCare  Institute  of 
New  Jersey 
www.hinj.org 

Jersey  Central  Power  &  Light 
www.firstenergycorp.com 

Mars  North  America 
www.mars.com 

New  Jersey  Business  Web  Site 
www.newjerseybusiness.gov 

Prudential  Financial 
www.prudential.com 

Public  Service  Enterprise  Group 
www.pseg.com 

Rutgers,  The  State  University  of 
New  Jersey 
www.rutgers.edu 

Verizon 

www.verizon.com/nj 


Why  Not? 


Ian  Ayres  &  Barry  Nalebuft 


THE  NEW 
GREEN 


T] 


HE  U.S.  TREASURY  MAKES  MONEY  THE  OLD-FASHIONED 
way,  by  printing  it.  While  greenbacks  have  lots  of  pos- 
itives, we  think  the  Treasury  should  let  others  get  into 
the  business  of  issuing  money.  If  people  could  do  it  them- 
selves, the  result  would  be  an  even  better  currency.  That's 
right.  Why  not  print  money  at  home  on  your  laser  printer  rather 
than  go  to  the  ATM?  Today,  we  can  do  this  with  stamps;  the  illus- 
tration shows  postage  produced  by  stamps.com. 

Security  doesn't  have  to  come  from  the  Crane  paper  stock,  the 
engraving  or  a  metal  strip  inside  the  note.  It  could  come  from  a  two- 
dimensional  bar  code. 

When  you  give  your  money  to  the  merchant,  the  merchant 

would  scan  it  to  ensure 
that  the  note  is  valid.  After 
the  scan  the  merchant  can 
then  just  throw  your  cash 
away.  No  need  for  Brink's 
trucks  and  security.  The 
scan  could  accomplish  the 
transfer  of  balance.  In  essence,  you  would  have  single-use  money 
or  a  single-use  debit  card. 

There  are  sever  al  ways  in  which  bar-code  money  beats  dead- 
president  money.  For  starters,  if  you  lose  your  wallet,  you  could 
cancel  the  notes  and  get  a  refund.  In  addition,  your  cash  could 
be  earning  interest.  When  you  go  to  print  cash,  money  would  be 
taken  out  of  your  bank  account  and  cached  in  an  escrow  account. 

I  Until  the  money  is  spent,  you  could  be  credited  with  interest. 

Just  as  people  buy  custom  ringtones  for  their  phones,  you  would 
!be  able  to  buy  custom  images  for  your  cash.  Indeed,  you  could  even 

I I  spend  money  with  your  picture  in  place  of  Andrew  Jackson's.  Citibank 
puts  your  picture  on  credit  cards.  Why  not  have  your  picture  on  cash? 

We  are  already  close  to  making  this  work.  Most  stores  have 
|  scanners  to  read  price 


p 

•  1 

302 
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notes.  You  might  still  need  old-fashioned  cm  nay  taxis 

or  newsstands,  so  our  proposal  makes  more  sen  mating 
$20,  $50  and  $100  bills.  Telephone  calling  cards  ar  illy 
cash  in  the  form  of  a  PIN  code.  Here  the  PIN  would  b<  I  »n 

the  note.  Single-use  credit  card  numbers  are  essentially  a 
printing  your  own  money. 

It  is  worth  emphasizing  that  what  we  propose  is  not  a  return 
to  the  free-currency  chaos  of  the  19th  century,  when  banks 
issued  notes  backed  sometimes  by  gold  and  sometimes  by  noth- 
ing but  hopes.  The  bar-code  notes  would  be  backed  by  genuine 
U.S.  Treasury  dollars.  When  you  print  your  note,  your  money  is 
put  aside  until  the  note  is  cashed. 

There  are  some  downsides.  Cash  would  no  longer  be  quite  so 
anonymous.  That  would  be  unpopular  with  cocaine  dealers — 
and  plumbers  who  don't  like  to  pay  taxes.  Maybe  that  loss  of 
anonymity  isn't  all  bad.  Or  people  might  give  discounts  to  cus- 
tomers using  anonymous  greenbacks. 

One  might  argue  that  this  is  really  just  like  creating  a  prepaid 

debit  card  on  a  piece  of  paper. 
Why  not  use  the  debit  card? 
Essentially,  this  is  a  disposable 
debit  card.  But  unlike  the  card, 
which  might  have  access  to  a 
large  account,  the  note  is  lim- 
ited to  its  denomination. 

While  we  are  a  ways  away 
from  bringing  this  to  reality, 
there  are  a  few  options  for  mak- 
ing it  real  today.  Traveler's 
checks  are  still  a  big  business. 
American  Express  wrote  nearly 
$20  billion  worth  last  year. 
There  is  no  reason  why  people 
couldn't  print  their  own  trav- 
elers checks.  And  our  improved  traveler's  check  could  automati- 
cally be  converted  into  any  currency  at  that  day's  exchange  rate. 

Gift  cards  are  another  big  business,  $73  billion  a  year.  With  a 
print-your-own  system,  when  you  give  someone  a  gift  card,  the 
money  isn't  taken  out  of  your  escrow  account  until  the  recipient 
spends  it.  So  you  earn  interest  along  the  way.  And,  if  the  recipient 
ends  up  being  one  of  the  5%  to  10%  of  folks  who  lose  cards,  then 
you  can  remind  him  or  her  (as  you  can  see  that  the  money  hasn't 
been  spent).  Or  you  can  cancel  the  note  and  get  your  money 
back.  Either  way,  you  don't  end  up  making  a  gift  to  the  merchant 
rather  than  your  friend.  Best  Buy  recently  reported  $43  million  in 
gains  from  gift  cards  that  were  never  used. 

Computers  were  supposed  to  make  for  a  paperless  office,  but 
it  didn't  quite  turn  out  that  way.  Debit  cards  (and  Mondex)  might 
one  day  make  cash  seem  quaint.  In  the  meantime,  there  is  a  real 
opportunity.  There  is  $770  billion  in  U.S.  currency  in  circulation 
and  plenty  of  opportunity  for  improvements.  F 


Why  let 
Benjamin 
Franklin  have 
all  the  fun? 
You  could  put 
your  own 
picture  on  a 
century  note 


tags.  The  same  scan- 
ners could  read  your 
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Ian  Ayres  and  Barry  Nalebuff  are  professors  at  Yale  Law  School  and  Yale  School  of  Management.  Ayres'  latest 
book,  Super  Crunchers,  was  published  in  August  2007.  Visit  their  home  page  at  www.forbes.com/whynot. 
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SHOOT 


TO 


KILL 

To  stay  ahead  in  a  merciless  business, 
computer  graphics  champ  Nvidia  is 
setting  By  Brian  Caulfield 


They  accost  him  at  airports.  They  pump  him  for  technical 

information  at  conferences.  Even  his  son  is  on  his  case.  When 
you  sell  a  product  that  tens  of  millions  of  videogame  fanatics  rely 
on,  there  is  no  escape.  Nvidia  Chief  Executive  Jen-Hsun  Huang 
came  home  one  evening  in  2003  to  find  the  latest  copy  of  Maxi- 
mum PC  magazine  waiting  for  him.  Inside  was  a  harsh  review  of 
Nvidia's  new  graphics  card,  the  brawny  set  of  microchips  that 
makes  the  aliens  and  bullets  come  to  three-dimensional  life  on  a 
personal  computer. 

"Dad,"  Huang's  then  13-year-old  son  Spencer,  an  avid  gamer, 
wrote  on  a  sticky  note  stuck  to  the  page,  "I  think  you  need  to 
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up  a  notch." 

As  if  he  needed  the  extra  encouragement.  In  the  past  four 
irs  Huang  has  taken  Nvidia  from  a  trailing  position  to  domi- 
i  lance  in  the  breakneck,  highly  lucrative  graphics-chip  business. 
Intel  gets  all  the  credit  for  being  the  brains  inside  most  com- 
puters, but  without  Nvidia's  graphics  cards  there  would  be  no 
high-definition  Web  video,  no  visual  kick  from  battling  aliens 
in  the  lush  digital  forests  of  the  Crysis  game. 

The  two-dimensional  world  of  the  Web  is  rapidly  going  3-D 
with  immersive  applications  such  as  Google  Earth  and  World 
of  Warcraft.  That  $10  graphics  processor  used  in  cheap  PCs 
won't  cut  it  anymore,  unless  all  you're  doing  is  looking  at  low- 
quality  YouTube  videos.  This  is  the  age  of  laptops  and  desktops 
that  can  deftly  handle  hi-def  video  playback  and  video  editing, 
with  help  from  graphics  cards  that  start  at  $200  and  go  up  from 
there.  This  is  where  Nvidia  rules. 

"What  if  Google  Earth  had  a  3-D  representation  of  every 
single  building,  every  single  square  meter  on  Earth,  and  you 
could  access  it  in  the  blink  of  an  eye?"  Huang  says.  "Take  the 
Forbidden  City  in  China.  I  know  the  model  exists.  We've  seen 
the  models.  It  is  photorealistic.  It  is  cinematic.  It  is  breathtaking. 
All  of  those  experiences  are  possible  already." 

As  bandwidth  becomes  cheap  and  ubiquitous,  people  will 
want  3-D  power  as  much  online  as  they  do  now  in  desktop 
games,  and  the  demand  for  graphics  processors  will  grow.  "The 
more  content  there  is,  the  more  visual  interest  there  can  be,  the 
more  processing  horsepower  people  need,"  says  Huang,  44. 

Nvidia's  graphics  cards  are  now  the  most  expensive  part  of 
high-performance  PCs.  Gaming  fanatics  will  frequently  super- 
charge a  $1,200  desktop  from  the  likes  of  Alienware,  a  Dell 
subsidiary,  with  another  $1,700  worth  of  Nvidia  graphics  chips. 
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1993  Nvidia  founded  on 
Feb.  17,  Chief  Executive  Jen- 
Hsun  Huang's  30th  birthday. 
Id  Software  releases  TDoom, 
which  pits  a  futuristic  space 

marine  against 
a  hellish  array 
of  creatures. 


1  MILLION 
TRANSISTORS 

Source:  Nvidia. 


1995  Computer- 
generated  image 
from  the  game 
Virtua  Fighter 
by  Sega.  Created 
with  Nvidia's  NV1 
GPU,  which  had 
1  million  transistors. 


The  Santa  Clara,  Calif,  firm  has  62%  of  the  market  for  desktop 
PC  graphics  cards,  up  from  57%  a  year  ago,  according  to  Mer 
cury  Research.  Its  archrival  ATI  stumbled  badly  last  year  in  the 
two-company  horse  race  for  technical  superiority  and  wa 
bought  by  chipmaker  AMD  for  $5.4  billion.  In  a  PC  industry 
racked  by  deflation,  Nvidia  has  managed  to  increase  its  gros 
margin  from  29%  in  2004  to  a  current  46%.  In  the  fiscal  yeai 
ending  in  a  few  weeks  Nvidia  will  gross  $4  billion,  up  33%,  anc 
net  $900  million,  up  50%.  Since  Huang  took  the  company  pub 
lie  in  1999,  Nvidia's  shares  have  risen  21 -fold,  edging  out  ever 
the  mighty  Apple  over  the  same  time  period.  Such  accomplish 
ments,  over  the  last  12  months  and  the  past  five  years,  earr 
Nvidia  the  title  of  FORBES'  Company  of  the  Year. 

Huang  is  now  turning  his  focus  beyond  gamers  to  a  host  o 
new  customers  that  will  need  number-crunching  power:  oi 
companies  doing  deep-sea  seismic  analysis,  Wall  Street  bank: 
modeling  portfolio  risk  and  biologists  visualizing  moleculai 
structures  to  find  drug  target  sites.  Pricing  150,000  equit] 
options  in  a  second  or  assessing  how  much  crude  oil  sits  in  < 
pocket  6  miles  below  the  earth's  surface  are  massively  paralle 
mathematical  computing  problems  for  which  graphics  proces 
sors  are  peculiarly  equipped. 

A  typical  Intel  chip  such  as  the  Core 
Duo  is  called  a  central  processing  unit,  or 
CPU.  Like  a  sprinter  (or,  more  appropri- 
ately, a  pair  of  them),  this  CPU  is  both  fast 
and  extremely  versatile,  but  it  can  do  only  so  much  computin| 
in  the  space  of  a  microsecond.  It  is  ideal  for  tackling  tasks  tha 
require  lots  of  interactivity,  for  example,  calling  up  data  from  ; 
hard  drive  in  response  to  a  command  from  a  user.  To  speec 
those  tasks  along,  CPUs  are  built  with  onboard  memory  to  stor 
the  next  string  of  commands  to  be  carried  out. 

By  contrast  an  Nvidia  graphics  processing  unit,  or  GPU 
renders  graphics  by  simultaneously  hashing  out  the  same  prob 
lem  for  multiple  pixels:  textures,  lighting  and  smooth  render 
ing  of  shapes  flying  across  the  screen.  That  makes  a  GPU  mor 
like  a  brigade  marching  in  serried  ranks.  A  GPU  is  less  versatil 
but  for  repetitive  tasks  much  more  powerful  than  a  CPU.  Th 
graphics  chip  has  less  need  to  store  upcoming  operations  ii 
memory,  so  it  can  cram  in  more  processing  cores  than  a  CPl 
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130  MILLION  TRANSISTORS 

^Rvidia  GeForce  FX 


can.  Intel  has  up  to  4  processing  cores  on  a  single  chip;  Nvidia's 
new  GeForce  8800  GTS  has  128. 

Parallel  computing  has  been  the  holy  grail  of  super- 
computer design  almost  since  the  dawn  of  the  silicon  age. 
Parallelism — simultaneous  operations  on  sets  of  numbers — is 
suited  to  many  engineering  tasks, 
such  as  bomb  design,  weather 
forecasting  and  image  processing. 
Seymour  Cray,  the  supercomputer 
genius  of  the  1970s, 
had  a  form  of  paral- 
lelism with  his  vector- 
processing  computers. 
The  same  kind  of  ap- 
proach lay  behind  a  generation  of  "array  processors"  used  in 

computerized  X-ray  machines 
and  seismic  analyzers.  But 
parallel  processing  proved  to 
be  much  easier  to  describe 
than  to  execute  on  a  commercial  scale.  The  technology  humbled 
some  once  promising  outfits,  like  Danny  Hillis'  Thinking 
Machines  and  Larry  Ellison's  NCube. 

How  curious  that  parallelism  is  finally  proving  itself  in,  of 
all  things,  the  manufacture  of  toys.  The  Nvidia  GPUs  are  in,  for 
example,  the  original  Xbox  and  the  newer  Sony  PlayStation  3. 
What's  next?  Using  Nvidia  to  tackle  classic  engineering  chal- 
lenges of  the  sort  that  once  preoccupied  Cray. 

This  year  Nvidia  delivered  its  Tesla  line  of  muscle-bound 
computing  machines  built  around  graphics  processors.  Now 
the  Nvidia  chips  teenagers  use  to  blast  each  other  in  Unreal 
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302  MILLION  Tournament  are  basically  the  >ame  ones 
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used  by  scientists  at  Evolved  Machines  in 

Palo  Alto,  Calif,  who  are  simulating  neu- 
rons used  by  the  brain  to  see  and  smell.  "You  an  see 
essentially  a  very  high  performance  cluster  the  size  of  a  desktop, 
at  the  cost  of  a  desktop,"  says  Nvidia  board  member  Ste\  i 
Chu,  a  Nobel  Prize-winning  physicist  and  director  of  the 
Lawrence  Berkeley  National  Laboratory. 

Mighty  Intel  has  noticed.  In  2008  it  plans  to  demonstrate  a 
multicore  chip  named  Larrabee  that  may  steal  some  of  the 
market  for  high-end  graphics  chips.  Intel  is  also  a  threat  at 
the  low  end,  where  it  competes  with  Nvidia  and  AMD  to  sell  the 
cheaper  integrated  graphics  chipsets  used  in  budget  desktop 
computers  and  many  notebooks.  AMD,  having  digested  its 
acquisition  of  ATI,  is  coming  after  Nvidia  with  a  pair  of  power- 
ful new  graphics  cards  starting  at  $220.  "Their  relative  position 
versus  Nvidia  has  improved  compared  to  six  months  ago,"  says 
Dean  McCarron,  president  of  chip  tracker  Mercury  Research. 
AMD  is  also  building  ATI's  graphics  capabilities  into  a  new  CPU 
that  may  see  the  light  of  day  in  the  second  half  of  2009. 

Nvidia  can  never  get  complacent.  Its  customers  are  a  fickle 
bunch,  always  ready  to  tear  up  their  PCs  to  cram  in  the  next 
hot  graphics  card  from  ATI.  In  2007  Hewlett-Packard  began 
selling  a  PC  called  the  Blackbird  002  that  allows  gamers  to 
use  either  a  pair  of  Nvidia  graphics  cards  or  a  pair  from  ATI, 
and  change  between  them  as  easily  as  changing  socks. 

Maybe  that's  why  Huang  is  again  stepping  up  the  pace. 
A  year  ago  Huang  tore  down  his  cubicle  and  replaced  it 
with  a  conference  table  so  his  colleagues  won't  hesitate  to 
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Radeon  9700 
graphics  card  in 
August  to  raves. 
Nvidia  unveils  its 
GeForce  FX  card 
for  2003,  which 
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2003  ATI  wins 
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design  graphics 
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the  AXBox  360. 
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▼PlayStation  3, 

which  uses  Nvidia's 
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ATI  for  $5.4  billion 
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ucts. Actor  ADoug  Jones,  rendered 
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card.  Still  from  PS3's  Rock  BandT. 
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plop  themselves  down  and  let  him  know  what's  going  on. 

The  company's  next  generation  of  chips  will  be 
launched  in  the  spring.  In  Nvidia's  labs  engineers 
hover  around  a  cluster  of  16  six-foot-tall  computers 
that  mimic  the  behavior  of  a  future  Nvidia  product 
hooked  up  to  an  ordinary  PC.  Nvidia's  engineers  will 
be  able  to  play  games,  watch  videos  and  run  ordinary  applica- 
tions on  these  hulking  machines  to  see  exactly  how  their  next 
product  will  perform.  Brian  Kelleher,  a  senior  vice  president  of 
engineering  at  Nvidia,  pats  another  of  the  boxes  with  pride: 
"This  box  here  will  turn  into  a  slice  of  silicon  one-quarter  of  an 
inch  on  a  side.  Only  it  will  run  1,000  times  faster." 

Huang's  background  prepared  him  well  for  the  tumult  and 
uncertainty  of  the  chip  industry.  He  was  born  in  Taiwan,  and  when 
he  was  9  his  parents  sent  him  and  his  older  brother  to  live  in  Tacoma, 
Wash,  with  an  aunt  and  uncle  he'd  never  met.  They  in  turn  shipped 
the  boys  to  what  they  thought  was  a  prep  school  in  rural  Ken- 
tucky but  turned  out  to  be  a  Baptist  reform  school.  Huang  thrived 
[ping  his  classmates  with  their  homework  and  learning  to 
stand  his  ground.  He  bonded  with  his  17-year-old  roommate,  who 
was  recovering  from  a  fight  that  had  left  him  with  seven  stab 
wounds.  "He  was  my  best  friend,"  says  Huang  in  his  American- 
accented  English.  That  mix  of  toughness  and  thoughtfulness  has 
marked  him  ever  since. 

The  Stanford-trained  engineer  cofounded  Nvidia  just  as 
he  turned  30  in  1993,  after  stints  at  AMD  and  LSI  Logic.  Huang 
and  cofounders  Christopher  Malachowsky  (currently  Nvidia's 
vice  president  of  information  technology)  and  Curtis  Priem 
(who  retired  in  2003)  looked  at  the  cartoonish  PC  games  of 


NVIDIA'S  CHIP-TESTING 
MACHINE  IN  ITS 
SANTA  CLARA  LABS 


the  time,  such  as  Castle  Wolfenstein  3D,  and  saw  their  future 
in  improving  the  visual  experience.  The  company 
capitalized  on  the  "fabless"  trend  that  allowed  a 
chip  firm  to  concentrate  on  design  and  avoid  bil- 
lions of  dollars  of  capital  spending  by  outsourcing 
production  to  Asian  factories.  Nvidia  is  a  big  cus- 
tomer at  wafer  fabs  run  by  Taiwan  Semiconductor  and  United 
Microelectronics. 

Nvidia  stumbled  in  the  first  few  years.  Its  first  product  tried 
to  do  too  much  and  was  based  on  Nvidia's  own  quirky  stan- 
dard. After  a  round  of  layoffs  in  late  1 995  Huang  gathered  the 
company's  35  remaining  employees  in  a  room  and  leveled  with 
them:  The  company  would  have  to  find  a  way  to  catch  up,  fast 
He  gave  up  Nvidia's  software  to  focus  on  the  DirectX  graphics 
standard  that  Microsoft  was  building  into  millions  of  PCs. 

Huang  spent  $1  million,  a  third  of  the  company's  cash,  on  z 
technology  known  as  emulation,  which  allows  engineers  to  pla> 
with  virtual  copies  of  their  graphics  chips  before  they  put  them  intc 
silicon.  That  allowed  Nvidia  to  speed  a  new  graphics  chip  to  mar- 
ket every  six  to  nine  months,  a  pace  the  company  has  sustainec 
ever  since.  Says  Richard  Bergman,  senior  vice  president  with  the 
graphics  unit  at  competitor  AMD:  "They  raise  the  bar  every  time.' 

Intel  is  going  to  make  its  own  graphics  product  out  of  its 
general-purpose  processors,  and  AMD  will  seek  to  fold  sophis- 
ticated graphics  capabilities  into  its  CPUs,  stealing  business  tha' 
would  otherwise  have  gone  Huang's  way.  The  problem  is,  b) 
doing  twice  as  much,  Huang  says,  the  bigger  firms  won't  be  able 
to  offer  the  flashiest  graphics  capabilities  quite  as  often.  Anc 
Huang  knows  that  if  you  can  deliver  something  better,  even  i 
for  just  six  months,  you'll  satisfy  that  fickle  customer. 


96      FORBES      JANUARY  7,  2008 


F0RBES.COM  SPECIAL  REPORl 


AMERICA'S  400  BEST  BIG  COMPANIES 

To  view  and  sort  the  complete  list  of  the  400  Best  Big  Companies,  c. 
www.forbes.com/platinum/.  There  you'll  find  company  tear  sheets,  industry  charts, 
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companies.  Also  online:  the  2008  outlook  and  stock  picks  in  each  group  from  top  analysts, 
ranked  by  research  firm  StarMine.  Below  are  six  hot  companies  from  the  list. 


SOFTWARE  AND  SERVICES 

ADOBE  SYSTEMS  (AD BE) 


You  may  never  buy  its  products, 
but  you're  probably  interacting  on 
the  Web  every  day  with  what 
$2.9  billion  (sales)  Adobe  makes. 
Every  YouTube  video  is  delivered 
via  Adobes  Flash.  Other  content- 
crafting  tools  help  in  design  of  PDF 
files,  Web  graphics  and  photos. 
Next:  Adobe  wants  to  dominate 
content  delivery  on  phones. 

— Victoria  Murphy  Barret 


.BURLINGTON  NORTHERN  SANTA  FE  (BNI) 

}This  $15.4  billion  (sales)  railroad  is  in  the  midst  of  a  $2.75  bil- 
jlion  building  boom  that  includes  three  new  train-to-truck 
transfer  facilities  and  a  second  track  between  Chicago  and  Los 
*Angeles.  Third-quarter  profits  were  up  8%  on  record  sales  of 
<*B3.9  billion.  Even  better:  Warren  Buffett  upped  his  stake  from 
jko%  in  April  to  17.2%  in  October.  —  Zack  O'Malley  Greenburg 

WEALTH  CARE  EQUIPMENT  | 

RESPIRONICS  (RESP) 

•>leep  apnea  collapses  the  airway  and 
prevents  the  deep  sleep  that  underpins 

ilertness  and  cardiac  health.  A  $1,500  box 

iTom  $1.2  billion  (sales)  Respironics  blows 

lir  through  a  mask  down  a  troubled 

keeper's  airway,  keeping  it  from  collapsing. 

Of  the  estimated  20  million  people  with 

Lerious  apnea,  only  one  in  six  have  such  a 
:  nighttime  gadget.  — David  Whelan 


TECHNOLOGY  HARDWARE 

APPLE  (AAPL) 

Gotta  have  one:  In  the  fourth  quarter 
of  2007,  $24  billion  (annual  sales) 
Apple  sold  2.2  million  Mac 
computers,  10.2  million  LPod  MP3 
players  and  1.1  million  iPhones.  Each 
of  the  190  Apple  stores  sold  an 
average  of  $6.6  million  in  the  quarter, 
up  18%  from  last  year.  Europeans 
started  buying  iPhones  in  November. 
The  first  Apple  store  in  China  opens 
in  2008.  — Erika  Brown 


CAPITAL  GOODS 

MANITOWOC  (MTW) 

Uplifting  tale:  This  $3.7  billion  (sales)  crane 
builder  is  feasting  on  huge  demand  from 
China  and  the  United  Arab  Emirates, 
where  cranes  seem  to  outnumber  people. 
A  new  $7  million  power  winch  can  lift 
77  tons  to  a  height  of  400  feet— useful  for 
erecting  oil  refinery  towers.  Best  news  of 
all:  The  global  crane  market  isn't  expected 
to  peak  until  2013.  —Dirk  SmiUie 


MGM  MIRAGE  (MGM) 

The  opening  of  the  new  MGM  Grand  Macau  capped  off  a  year 
when  the  stock  of  $7.6  billion  (sales)  MGM  Mirage  rose  51%  in 
the  first  1 1  months.  Its  tripled  since  the  beginning  of  2004.  In 
the  works:  a  $5  billion  resort  in  Atlantic  City,  a  new  gambling 
complex  on  the  north  end  of  the  Vegas  Strip  and  maybe 
another  project  in  Macau.  —Matthew  Miller 
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Slogans  Thai  ,f^ork 

Some  corporate  catchphrases  do  their  job — they  inspire  :he.  employees 

and  the  suppliers  to  be  innovators. 


I  AN  YOU  MOTIVATE  THE 
troops  with  a  mere  cor- 
porate slogan?  Yes,  if 
there  is  some  substance 
behind  it.  A  few  years  ago 
"Blue  Ocean"  was  the  rallying  cry  in- 
side the  Kyoto  videogame  company 
Nintendo.  Blue  Ocean  is  the  notion  of  cre- 
ating a  market  where  there  was  none  before. 
Instead  of  joining  the  videogame  arms  race 
of  faster  processors  and  more  violence,  Nin- 
tendo aimed  to  attract  people  who  hadn't 
played  games  before.  Its  less  flashy  but  ad- 
dictive games  like  Nintendogs  and  Brain 
Training,  coupled  with  innovative  touch- 
screens,  voice  activation  and  motion-sensing 
technology,  made  games  easy  to  play.  Women 
and  middle-age  folks  became  converts. 

Nintendo  now  outsells  Microsoft  and 
iony,  and  last  year  its  market  capitalization 
urpassed  Sony's. 

What  makes  a  corporate  slogan  effective? 
\  recent  issue  of  the  Strategy  &  Innovation 
lewsletter  summed  up  the  matter  this  way: 
rhe  most  effective  corporate  catchphrases  are 
iticky.  In  other  words  they  should  be  under- 
itandable,  memorable  and  effective  in  chang- 
ng  thought  or  behavior. 

Cranium,  a  Seattle  board  game  company, 
uses  an  in-house  jargon  word,  "chiff " — for 
Ijfclever,  high-quality,  innovative,  friendly 
jun."  With  this  phrase  Cranium's  executives 
ttrive  to  remind  themselves — and  their  sup- 
pliers and  their  80  employees — that  they  have 
o  be  incessantly  innovative,  in  everything 
rom  package  design  to  the  choice  of  ques- 
ions  for  their  brain-teasers. 

According  to  S&I,  the  Chinese  manufac- 


turing partner 
called  Cranium 
Chief  Executive  Whit  Alexander  to  discuss 
a  new  plastic  game  piece.  Alexander  speci- 
fied that  the  piece  would  be  purple  and  made 
of  multiple  parts  that  would  need  to  be  glued 
together.  The  Chinese  manufacturer  balked. 
"Its  not  chiff,'"  he  said.  Alexander  was  aston- 
ished. His  supplier,  halfway  across  the  globe, 
had  used  Cranium's  own  pet  phrase  to  cri- 
tique the  lack  of  innovation. 

The  Chinese  manufacturer  came  back 
with  a  novel,  smooth  design  using  a  single- 
injection  molding.  It  would  be  cheaper  to 
make,  and  it  would  deliver  more  fun  to  the 
customer. 

What  kind  of  slogans  fail?  Here's  one 
guaranteed  to  be  ineffective:  "Our  mission  is 
to  unlock  shareholder  value."  What  does  that 
tell  the  customer  about  how  you  are  going 
to  treat  him?  What  does  it  communicate  to 
a  vendor? 

Costco,  the  retailer  that  combines  high 
quality  with  low  prices,  communicates  its 
philosophy  by  talking  about  "salmon  sto- 
ries." In  the  mid-1990s  Costco  was  selling 
skin-on  salmon  fillets  for  $5.99  a  pound. 
Good,  but  not  good  enough.  The  fish  buy- 
ers persuaded  the  salmon  packers  to 
remove  fat,  back  fins  and  collarbones. 


Then  Costco  cut  the  price  to  $5.29. 

But  the  buyers  weren't  finished. 
They  asked  for  skinless,  boneless  fil- 
lets. The  boost  in  quality  led  to  a 
boost  in  sales.  With  volume  higher, 
Costco  was  able  to  cut  the  price  to 
$4.99.  Eventually  they  ordered  di- 
rectly from  salmon  farms  and  took 
the  price  down  to  $4.79. 

Costco  could  have  stood  pat  at  $4.99  but 
didn't  because  it  wanted  to  reinforce  its  mis- 
sion— to  drive  itself  and  its  suppliers  down 
the  cost  curve  and  to  do  so  ahead  of  when 
competitive  pressures  compel  it  to. 

The  right  philosophy,  stated  in  the  right 
way,  makes  it  easy  for  the  troops  to  offer  feed- 
back. If  Cranium's  stated  strategy  was  "to  be 
the  number  one  provider  of  tabletop  enter- 
tainment," on  what  ground  could  a  Chinese 
manufacturer  state  an  objection?  Could  he 
say,  "Using  this  glued-together  piece  will 
threaten  your  provider  position"?  Doubtful. 

British  Petroleum  came  up  with  a  catch- 
phrase  17  years  ago  to  state  a  new  philoso- 
phy about  exploration  costs.  The  oil  indus- 
try had  a  tradition  of  tolerating  failure.  You 
poke  ten  holes  in  the  ground,  and  it's  okay 
if  the  first  nine  produce  nothing  so  long  as 
the  tenth  is  a  gusher.  That  might  have  made 
sense  in  the  days  of  Spindletop,  but  it  doesn't 
today,  when  wells  have  to  go  much  deeper 
and  cost  $4  million  to  $40  million. 

The  BP  slogan:  "No  dry  holes."  Mean- 
ing: Geologists  would  have  to  make  a  much 
more  compelling  case  before  they  ordered 
up  the  drilling  rig.  The  idea  got  across.  BP's 
hit  rate,  two  in  three,  is  three  times  the  in- 
dustry average.  F 
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restive  Disruption 


A  Light  Bulb  Goes  On 


■'illett  Kempton  sees  your  car — and  the  electric  grid — as  a  solution  to 
America's  energy  problem,  not  the  source  of  it  By  Joann  Muller 


LRS  IN  WASHINGTON 
wai  : America's  pollution 

and  ener ;  iems  by  imposing 
higher  f  u  ty  standards  on 

automobiles  Hon  has 

a  more  exotic  approach.  into 
rolling  power  stations  that  can  pi  i  h  ide  lean 
energy  when  utilities  need  it  most. 

Kempton,  a  wiry  59-year-old  ren 
able  energy  professor  at  the  University  of 
Delaware  with  round,  wire- rimmed  glasses 
and  a  shock  of  white  hair,  is  the  nation's 
foremost  proponent  of  what's  known  as 
vehicle-to-grid  technology.  For  ten  years 
he's  been  trying  to  convince  utilities  and 
automakers  that  electric  cars  could  draw 
power  at  night,  when  power  is  cheaper,  and 
then  discharge  some  of  that  juice  back  into 


the  grid  during  the  day  to  balance  supply 
and  demand  for  electricity.  Kempton's 
theory  is  beginning  to  win  applause  from 
some  car  and  utility  folks,  but  daunting 
technical  and  economic  obstacles  make  it  a 
tough  sell. 

Kempton  argues  his  idea  doesn't  have 
to  wait  for  cheaper  batteries,  the  main 
stumbling  block  to  production  of  electric 
vehicles.  He's  got  a  way,  he  says,  for  owners 
of  electric  cars  to  recoup  the  cost  of  even 
very  expensive  batteries,  the  ones  with 
price  tags  in  the  $20,000  range.  It  involves 
using  cars  to  supply  a  reserve  of  electric 
power  that  can  smooth  out  minute-to- 
minute  shortages  in  the  transmission  grid. 

Kempton  parks  a  plug-in  Toyota 
Scion  in  his  garage  that  can  discharge  19 


kilowatts  of  power  from  its  battery.  Th^ 
average  house  uses  1.5  kilowatts.  "When 
I  run  it  backwards  at  full  power,"  say^ 
Kempton,  "I'm  running  my  whole  block,' 
or  he  would  be  if  the  system  were  up  and 
operating. 

The  Kempton  plan  is  just  one  oi 
several  proposed  schemes  for  intercon 
necting  the  country's  transportation  anc 
electric  networks.  Another,  proposed  b> 
former  software  executive  Shai  Agassi 
entails  electric  filling  stations  at  which  cai 
owners  would  make  a  quick  swap  of  z 
depleted  battery  for  a  charged  battery 
FORBES  columnist  and  Manhattan  Insti- 
tute senior  fellow  Peter  Huber  is  a  fan  ol 
plug-in  hybrids  (FORBES,  May  24,  2004) 
Equipped  with  charging  stations  at  hom« 
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Creative  Disruption 


at  the  shopping  mall,  these  cars 
.mid  be  able  to  run  on  grid  electricity 
■or  short  trips. 

The  Kempton,  Agassi  and  Huber  pro- 
posals have  this  in  common:  They  take 
advantage  of  the  fact  that  energy  bought 
from  a  central  station  power  plant  is 
cheaper  than  energy  bought  from  a  gaso- 
line pump. 

Kempton  first  got  the  vehicle-to-grid 
(V2G)  idea  in  1996,  while  wrestling  with  a 
fundamental  problem  with  renewable 
energy:  Solar  power  peaks  at  noon,  and 
wind  power  peaks  at  night,  but  demand 
for  electricity  peaks  between  2  p.m.  and 
6  p.m.  The  solution  came  to  him  at  a 
conference  on  electric  vehicles.  Kempton 
realized  that  most  of  the  power  available 
from  electric  cars'  large  batteries  was 
being  wasted,  because  the  cars  sit  parked 
95%  of  the  time.  "That  was  the  eureka 
moment,"  he  says. 

The  following  year,  he  and  a  colleague 
at  the  University  of  Delaware,  Steven 
Letendre,  published  a  research  paper 
describing  the  V2G  concept.  The  reaction 
was  swift  and  negative.  Carmakers  argued 
that  electric  vehicles  already  have  a  limited 
range;  no  way  would  drivers  want  to  give 
up  precious  miles  by  selling  power  back  to 
utilities.  And  they  said  the  batteries  would 
:ar  out  prematurely. 

pton's  response:  Driver  patterns 
table,  and  motorists  could  con- 
trol -  .         tilities  tapped  their  car  for 
power,  sure  they  wouldn't  be 

stranded.  ;^ry  usage,  Kempton 

says  thai  in  ies  would  need  only 

tiny  bursts  of  pc  mce  cycles  for  a 

minute  or  two,  so  th«  be  no  need 

to  fully  discharge  th<  y.  There's 

a  well-defined  markc  id  of 

power  balancing,  and  it  coul<  d  a 

shift  to  electric  cars.  (It's  distinct  fi 
another  need  of  utilities,  which  is  for  scrr 
way  to  store  up  electricity  generated  at 
night  and  release  it  over  the  course  of 
several  hours  of  peak  demand  during  the 
day.)  The  power  balancing  involves 
borrowing  a  bit  of  juice  and  then  replac- 
ing it  a  few  minutes  later. 

Utilities,  for  their  part,  complained 
that  when  they  need  reserve  power  the 
most,  in  the  midafternoon,  all  the  cars 


Electric  Vs.  Gas 

How  power  sources  differ  in  two  areas. 

1.1  tons  of  green- 
house gases,  from  coal  generation, 
attributed  to  an  electric  car  per  year. 


of 


annual  utility  bill  for 


would  be  on  the  road.  Not  true,  according 
to  Kempton,  whose  research  team  studied 
road  use  statistics  and  found  that  even 
during  the  worst  traffic  periods  nearly 
90%  of  cars  are  idle. 

Huber  is  skeptical  of  the  Kempton 
plan  because  there  are  other  ways  utilities 
can  store  energy.  "Enough  hamsters  run- 
ning on  a  wheel  could  displace  a  power 
plant,  but  no  one's  going  to  do  it,  because 


6.3  tons 

greenhouse  gases  from  gasoline- 
powered  cars. 

$270 

an  electric  car. 

$1  j538 annual  fuel  cost 
for  a  gas-powered  compact  car. 

Source:  Pepco  Holdings. 

it's  too  expensive,"  he  says.  Utilities  woul 
be  better  off  storing  power  in  flywheels,  c 
as  ice  for  air-conditioning  systems,  h 
says.  "They're  way  cheaper  than  anythiri 
Detroit  can  build." 

But  over  the  years,  Kempton  deve 
oped  a  following.  GM's  vice  president  fc 
research  and  development,  Lawrenc 
Burns,  says  consumers  have  to  stai 
ininking  of  their  car  as  a  power- supplyir 
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Two-way:  A  220-volt 
plug  (left)  and  an 
electronic  controller  in 
Kempton's  converted 
Scion  (battery  is  in 
rear  of  car)  let 
electricity  flow  in  or 
out;  he  monitors  the 
system  on  a  custom 
dashboard  display. 


appliance  as  well  as  a  means  of  trans- 
portation. (A  hybrid  car,  for  example, 
might  be  an  alternative  to  an  emergency 
^generator  during  an  ice  storm.)  Mean- 
while, GM  is  endorsing  Huber's  thinking 
with  plans  to  introduce  plug-in  versions 
of  the  Chevrolet  Volt  and  a  Saturn  VUE 
crossover  by  2010. 

Google,  whose  founders,  Sergey  Brin 
and  Larry  Page,  are  investors  in  fledgling 


electric  car  maker  Tesla  Motors,  is  plug- 
ging V2G.  Google's  philanthropic  foun- 
dation announced  in  mid-2007  it  would 
give  $10  million  to  entrepreneurs  trying 
to  accelerate  development  of  plug-ins  and 
vehicle-to-grid  technology. 

In  May  2007  Kempton  formed  a  coalition 
of  utility  and  energy  experts — Mid- Atlantic 
Grid  Interactive  Cars,  or  Magic — and  sought 
funding  to  prove  the  V2G  business  model. 
Google  was  an  early  backer,  contributing 
$150,000.  The  state  of  Delaware  chipped  in 
$200,000.  Coalition  members  include  Pepco, 
the  Washington,  D.C.  utility;  PJM  Intercon- 
nection, the  largest  grid  operator  in  the 
Northeast;  California  electric  car  maker  AC 
Propulsion;  and  New  Jerseys  Comverge, 
whose  switches  and  software  help  utilities 
manage  peak  electrical  demand  by,  for  ex- 
ample, intermittendy  shutting  down  your  air- 
conditioning. 

■H  HEIR  FIRST  TEST  IN  OCTOBER  2007 
was  a  success:  An  all-electric  car 
plugged  in  at  the  University  of 
Delaware  and  rigged  with  communication 
software  responded  to  a  signal  from  PJM  for 
a  sudden  burst  of  power  to  help  balance 
supply  and  demand  on  the  grid.  The  car's 
juice  showed  up  as  a  blip  on  PJM  s  network, 
but  the  test  showed  the  concept  is  at  least 
workable. 

The  coalition  wants  to  extend  the 
technology  to  as  many  as  300  cars.  Magic 
figures  it  will  take  57  cars,  discharging 
17.5  kilowatts  of  electricity  each,  to  pro- 
vide a  megawatt  of  power,  the  minimum 
unit  to  be  traded  in  the  electricity  market. 
But  not  all  57  might  be  plugged  in  at  once, 
so  200  to  300  are  needed. 

Others  have  also  shown  that  electric- 
ity can  flow  in  both  directions  between  a 
vehicle  and  the  power  grid.  Last  April,  for 
instance,  Pacific  Gas  &  Electric  added  a 
plug  and  a  lithium-ion  battery  to  a  con- 
ventional Toyota  Prius  hybrid  and  then 
ran  several  lights  and  appliances  off  the 
battery's  stored  energy. 

But  is  there  enough  economic  value 
for  a  consumer?  Kempton  sketches  out 
the  (admittedly  hypothetical)  economics 
of  an  all-electric  car.  The  car  costs 
$36,000,  he  estimates,  which  is  $20,000 
more  than  a  fuel-sipping  subcompact. 


Because  electricity  is  cheaj  than  gaso- 
line, the  car  owner  saves  $1,2  a  year  on 
fuel.  (He's  assuming  8  cents  a  for  the 
juice  and  $3  a  gallon  for  the  gas.  :ar, 
the  electric  car  is  no  winner.  It  has  j 
year  payback,  and  you  can't  take  it  oi 
long  trip. 

Now  look  at  the  money  to  be  made 
balancing  transmission  grids.  Grid  opera- 
tors are  willing  to  pay  an  average  $42  an 
hour  to  have  a  megawatt  of  power  on  call, 
Kempton  says.  This  is  over  and  above  any 
payment  the  grid  make  s  for  the  electricity 
itself;  it's  simply  a  standby  fee.  In  Kemp- 
ton's  scenario  the  car  owne,  pay- 
ment for  the  electricity  because  thev  are 
not  generating  it.  Whatever  the  grid  oper- 
ators borrow  from  their  batteries  they 
replace  a  short  while  later. 

At  this  point  Kempton  makes  some 
heroic  assumptions.  He  divides  the  $42 
pot  57  ways  to  come  up  with  73  cents  per 
car  per  hour.  Next,  he  figures  that  utilities 
will  happily  pay  these  standby  fees  all  day 
long.  He  assumes  each  car  will  be  available 
for  standby  work  2 1  hours  a  day.  (A  ques- 
tionable hypothesis,  considering  he  needs 
300  cars  to  guarantee  at  least  57  are 
plugged  in  at  the  right  time.)  Multiply  this 
out  and  you  get  $5,600  a  year  per  car.  Sub- 
tract maintenance  costs  and  a  fee  for  a 
middleman,  and  the  car  owners  suppos- 
edly will  be  cashing  $2,000  checks  every 
year.  Now  the  electric  car  begins  to  make 
economic  sense. 

Kempton's  group  needs  to  sort  out 
some  thorny  issues,  like  how  to  make  sure 
that  enough  parked  cars  are  available  to 
produce  electricity  when  the  utilities  need 
it  and  that  car  owners  aren't  stranded  with 
a  depleted  battery.  "This  could  easily 
degenerate  into  chaos,"  concedes  Paul 
Heitman,  a  senior  program  architect  at 
Comverge,  which  hopes  to  extend  its 
metering  expertise  for  air-conditioning 
systems  to  plug-in  cars.  Says  Heitman:  "It's 
hard  enough  to  keep  track  of  switches 
bolted  to  the  side  of  your  house,  much  less 
hundreds  of  thousands  of  vehicles  driving 
around." 

Such  details  could  kill  the  feedback 
car.  But  credit  Kempton  for  getting  people 
to  think  about  innovative  ways  to  lower 
energy  costs.  F 
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Gale  International  is 
?  betting  $30  billion  by 
building  the  first  new 
city  in  50  years. 

By  Christopher  Steiner 


FORTY  MILES  SOUTHWEST  OF 
central  Seoul,  South  Korea,  thou- 
sands of  construction  workei 
swarm  across  a  1,500-acre  pile  of 
mud.  Fifteen  towers  rise  out  of  the 
dirt.  A  handful  of  paved  avenues  intersect 
the  ruts  of  dump  trucks,  bulldozers  and 
backhoes.  Its  work  on  a  colossal  order,  the 
site  of  a  planned  50  million  square  feet  of 
office  space,  35  million  of  residential,  4  mil- 
lion of  retail,  5  million  of  hotels  and  10  mil- 
lion of  parks  and  greenswards. 


Rome  wasn't  built  in  a  day,  and  New 
Songdo  City  won't  be  complete  until  2014, 
at  the  earliest.  By  then,  perhaps  65,000  peo- 
ple will  live,  and  300,000  will  work,  in  this 
fabricated-from-scratch  urb.  There  will  be 
an  international  school  (already  half-built), 
a  hospital,  museums,  a  convention  center,  a 
golf  course  overseen  by  Jack  Nicklaus,  a 
giant  mall  designed  by  Daniel  Libeskind 
and  a  65-story  office  tower.  Songdo  is  being 
pitched  as  a  digitally  linked  and  model 
green  city.  Total  estimated  cost:  $30  billion. 


That  doesn't  include  the  $10  billion  the 
Seoul  government  is  kicking  in  for  infra- 
structure, like  a  7-mile  bridge  (half-com- 
pleted) with  a  suspension  span  to  link 
Songdo  with  Incheon  International  Airport. 
"Unless  you've  been  to  Dubai  or  China,'7 
says  Christopher  Niehaus,  vice  chairman  ol 
Morgan  Stanley  Real  Estate,  which  has  an 
8.75%  interest  in  the  venture,  "it's  hard  tc 
grasp  the  scale  of  this  thing." 

Hard  to  fathom,  too,  that  behind  this 
megaproject  is  a  little-known  Manhattan 
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Ual^Jufemationaf 


execu>  i"e.  "This  is  about 
mask  ig  a  whole 


leveloper  called  Gale  International,  with  a 
70%  stake  in  Songdo.  Founded  22  years  ago 
)y  Stanley  Gale,  the  privately  held  developer 
las  scraped  out  improbable  deals  in  the 
,?ast.  In  2001  it  spent  $350  million  in  a 
frumpy  Boston  market  to  build  the  first 
)ffice  tower  on  spec  there  in  more  than  a 
decade;  after  leasing  the  building  for  three 
'ears  Gale  sold  the  36-story  One  Lincoln 
ower  for  $705  million  in  2004,  at  the  time 
he  largest  real  estate  deal  in  Bostons  his- 
ory.  Last  year  it  unloaded  most  of  its  port- 


folio to  the  REIT  Mack-Cali  Realty  Corp.  for 
$545  million.  What's  left:  a  piece  of  the 
$1  billion  complex  in  Florham  Park,  N.J.  of 
training  grounds  for  the  New  York  Jets,  plus 
residential  and  commercial  properties,  and 
two  Boston  projects,  one  to  develop  Seaport 
Square  ($3  billion),  the  other  to  develop 
One  Franklin  Street  ($700  million),  site  of 
the  old  downtown  Filene's. 

Gale  has  never  attempted  anything  like 
Songdo.  "This  isn't  about  one  building,"  says 
John  Hynes  III,  Gale's  partner  and  chief 


Master  builders: 
John  Hynes  and 
Stanley  Gale  at 
New  Songdo  City.  t^B* 
anyone's  bio,  ing" 

Brazils  new  city  Brasilia  was 
of  a  flop,  as  was  suburban  Columi 
Will  it  be  different  this  time? 

Since  it  signed  on  six  years  ago,  Gale  has 
battled  intractable  bureaucrats,  a  greedy 
Korean  partner,  hidebound  ideas  of  urban 
planning  and  a  public  long  wary  of  foreign 
investors.  There  have  been  commercial  hur- 
dles: Gale  has  so  far  nailed  not  a  single  blue- 
chip  tenant.  And  physical  challenges,  too. 
Because  the  land  underneath  Songdo  didn't 
exist,  the  government  of  Incn.  dumped 
110  million  cubic  yards  of  dredged  sand 
and  mountain  rubble  into  the  Yellow  Sea. 
To  support  the  skyscrapers,  engineers  called 
for  7-foot-diameter  concrete  piles  to  be 
drilled  through  23  feet  of  landfill,  108  feet  of 
seabed  and  56  feet  of  bedrock 

Gale  and  Hynes  arrived  in  South  Korea 
serendipitously,  without  prior  experience  in 
Asia.  Firmly  planted  in  New  York  City, 
Gale,  57,  had  real  estate  roots  going  back  to 
his  paternal  grandfather,  Daniel,  who 
became  a  broker  in  1922  (the  Daniel  Gale 
Agency  is  now  part  of  Sotheby's).  Hynes,  49, 
opened  Gale's  Boston  office  in  1999  after 
spending  20  years  brokering  leases.  A  co- 
captain  on  Harvard's  hockey  team,  Hynes 
comes  from  blue-blooded  stock  His  grand- 
father, John  B.  Hynes,  was  Boston's  mayor 
from  1950  to  1960;  the  city's  convention 
center  bears  his  name.  Hynes'  father 
anchored  Boston  TV  newscasts  for  decades. 

The  road  to  Songdo  ran  through  the 
International  Monetary  Fund.  As  part  of  a 
$58  billion  bailout,  following  the  Asian  cur- 
rency crisis  of  the  late  1990s,  the  bank 
insisted  that  South  Korea  increase  its  foreign 
reserves  and  seek  outside  investment — a 
requirement  that  collided  with  a  longstand- 
ing law  that  barred  non-nationals  from 
owning  Korean  soil.  (That  law  changed  in 
2003.)  Seoul  agreed  to  appoint  a  foreign 
developer  for  Songdo.  In  2001  project  offi- 
cials selected  Jay  Kim,  a  Korean-American 
and  former  senior  scientist  of  nuclear  power 
plant  design  at  Westinghouse,  to  approach 
U.S.  developers.  Kim,  who  lives  in  Pasadena, 
Calif.,  came  to  the  U.S.  50  years  ago  after  his 
family  was  separated  in  the  Korean  War.  (If 
his  brother  is  alive,  he's  somewhere  in  North 
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Gale  International 


Korea.)  Kim  found  that  few  American  corn- 
ties  wanted  anything  to  do  with  a  risky 
enture  abroad.  "Most  developers  were 
making  a  ton  of  money  right  here,"  Gale 
says.  Kim  dug  up  Gale  when  reading  an 
Internet  article  about  One  Lincoln  tower. 
Hynes  agreed  to  meet  Kim  for  a  20-minute 
cup  of  coffee  in  Boston.  That  afternoon 
Hynes  agreed  to  fly  to  Korea.  Two  days  later 
lie  called  from  Incheon:  "Stan,  you've  got  to 
get  over  here.  These  guys  are  serious.  This  is 
for  real." 

Gale  hired  Kohn  Pedersen  Fox  Archi- 
tects to  design  the  city. 
(Among  its  projects:  the 
Mohegan  Sun  Casino  and 
the  Shanghai  World  Finan- 
cial Center.)   The  plans 
proved  to  be  a  little  difficult 
because  the  landfill  didn't  yet 
exist.  "The  zoning  back  then 
was  high-tide,  low-tide," 
Hynes  laughs.  Gale  spent 
two  years  and  $10  million 
investigating  the  viability  of 
the  project.  By  the  time  it  submitted  the 
master  plan  in  2002,  Gale  had  persuaded 
Morgan  Stanley  to  join  as  a  minority  part- 
ner for  $350  million  in  cash.  That  invest- 
ment has  so  far  secured  $4  billion  in  loans 
from  Korean  banks,  which  Gale  has  used  to 
buy  land  and  build.  It  will  borrow  in  chunks 
and  eventually  blow  through  $20  billion  in 

is  at  interest  rates  of  7%  to  8%,  retiring 
I  sells  property  and  splitting  the 
pn        th  small  shareholders,  like  Morgan 
Stanley  a  lan  Brothers,  and  large 

oneslikt  Posco,  the  $25  billion 

(sales)  Kon  . :  instruction  giant. 

The  Incheon  gov  lment  agreed  to  sell 
the  initial  100-acre  pas  >r  $50  million  in 
cash  plus  a  promise  Gale  to  build  a 
$150  million  convention,  c  donate 
it  to  the  city.  Under  the  original  deal,  the 
government  was  going  to  pay  for  the 
but  extracted  the  freebie  in  return  for  expe- 
dited condo  approvals.  The  convention 
center  may  well  become  Songdo's  signature 
for  its  arching,  multipeaked  structure  that 
evokes  Sydney's  opera  house.  But  for  Gale 
the  building  would  prove  to  be  the  first  of 
many  hiccups. 

The  developer  offered  to  build  a  100- 
acre  park  and  donate  it  to  the  city — if  it  got 
permits  to  build  an  underground  parking 


garage,  a  nature  center  and  an  art  museum. 
These,  Gale  figured,  would  provide  cash 
flow  to  service  debt  on  the  park  buildings. 
But  municipal  officials  first  okayed,  then 
backed  off  the  deal.  After  a  year  of  haggling, 
Gale  finally  got  approval  for  its  plans. 

Gale  has  also  sparred  with  its  Korean 
partner.  It  all  started  after  the  first  sale  of 
apartments  in  May  2005.  The  application 
line  stretched  for  2  miles,  as  Gale  drew 
170,000  qualified  offers  for  2,200  units. 
They  sold  out  in  one  day  for  $1  billion. 
Posco— due  30%  of  the  construction  jobs, 


City  of  the  future:  green  and  wired,  with  a  $30  billion  price  tag. 

some  commercial,  some  residential — 
cheekily  asserted  that  going  forward  it 
would  build  all  residential  projects,  trying  to 
avoid  holding  equity  in  the  riskier  office 
buildings,  of  which  it  was  obliged  to  front 
30%.  Gale  said  no  but  invited  Posco  to  be 
part  of  the  competitive  bidding  for  the 
remaining  70%  of  residential.  "They  should 
win  those  bids,"  says  Hynes.  "But  are  they 
happy  with  that?  No.  They  wanted  the  sure 
thing."  Such  accommodation  would  have 
wrecked  Gale's  business.  It  depends  on  net- 
ting 20%  on  residential  projects  in  order  to 
have  enough  cash  to  reinvest  in  office  space. 
Posco  says  it's  abiding  by  all  its  agreements. 

Add  to  that  some  hostility  from  the 
Korean  press,  which  has  pegged  Gale  as  a 
slash-and-burn  opportunist,  a  typical  Amer- 
ican capitalist.  Dallas'  Lone  Star  Capital  faced 
government  charges  of  stock-price  manipu- 
lation after  it  bought  71%  of  Korea  Exchange 
Bank  for  a  cheap  $1.2  billion  in  2003  fol- 
lowing unrest  in  Korean  credit  markets.  The 
Seoul  government  later  blocked  a  May  2006 
sale  of  that  stake  for  $7  billion.  "There  is  a 
desperate  effort  in  Korea  right  now  to  com- 
pare us  to  Lone  Star,"  Hynes  says,  "but  we 
couldn't  be  any  more  different." 

Some  Koreans  view  the  whole  project 
with  skepticism.  "I  think  it's  too  early  to  say 


whether  it  will  be  successful  or  not,  bu 
initial  opinions  here  aren't  favorable,"  say: 
Sohn  Hyun-duck,  economics  editor  at  th< 
Maeil  Business  Newspaper,  Koreas  vanguarc 
publication.  Gale  has  come  under  fire  foi 
building  lucrative  residential  units  befon 
commercial  lease  buildings.  Koreans  want  tc 
see  commercial  space  built  and  filled  wit! 
big  international  companies  with  cachet. 

So  does  Gale,  even  though  it  has  onh 
one  such  potential  customer,  United  Tech 
nologies,  the  industrial  conglomerate.  Help 
ing  with  introductions  was  Christine  Todc 
Whitman,  the  onetime  New  Jersey  governo 
and  chief  of  the  Environmental  Protectior 
Agency,  who  sits  on  the  Songdo  Interna 
tional  Advisory  Board  and  is  a  director  a 
United  Technologies.  "No  decisions  hav< 
been  made,"  says  a  United  Technologie 
spokesman.  Hynes  says  Gale  is  in  discus 
sions  with  Boeing  and  Microsoft,  as  well  a 
Samsung  Life,  Shinhan  Bank  and  Koreai 
Air,  among  others. 

Songdo  will  be  one  of  the  world's  green 
est  cities.  Wastewater  from  sinks  and  show 
ers  will  be  recycled  for  irrigation  and  toile 
flushing,  requiring  two  sets  of  pressurizec 
waterlines  in  each  apartment  and  office 
Gearless  elevator  systems  from  Otis  will  us> 
75%  less  energy  than  standard  ones;  its  ele 
vators  have  flat  polyurethane-coated  steel  belt 
that  require  no  lubrication.  United  Technolo 
gies  Otis  will  debut  its  ReGen  drive,  whicl 
draws  energy  from  a  fully  loaded  descendin; 
elevator  or  a  lightly  loaded  ascending  car  ani 
converts  it  to  electricity. 

Another  goal:  to  make  Songdo  th 
largest  so-called  ubiquitous  city,  wher 
wireless  networks  and  radio-frequenc 
identification  will  link  all  information  sys 
tems — every  laptop,  stoplight,  cell  phone 
TV  and  toaster.  Residents,  it's  hoped,  will  b 
able  to  time  their  commute  out  the  doo 
with  the  changing  walk  signals  on  the  stree 
50  stories  below.  The  buildings'  heating  an< 
air  patterns  will  adjust  as  weather  changes. 

"Seven  more  years,"  muses  Hynes.  "It's 
marathon,  but  we're  hitting  some  mile 
stones  now."  That's  making  a  virtue  o 
necessity.  The  last  American  who  tried  for 
quick  conquest  of  Incheon  was  Dougla 
MacArthur,  in  1950. 

Additional  reporting  by  Andrew  Salmoi 
in  Seoul. 
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Natural  beauty,  historic 
^architecture  and  one 
of  America's  leading 
research  and  development 
sectors  make  the  Triangle 
a  fascinating  place  to  be. 


i  n 

I  I! 


:::::: 


!  ! 


F  %  i  £ 


MM    |  JUS 

'   I  I 

Ml  I 

ass 
a  t  a 

III 
til 
i  i  i 
li  i 
ill 

leatured  Lawyers  &  Firms 

arron,  O'Hale  and  Whittington,  RA.  - 

www.nowlaw.com 

Gailor,  Wallis  &  Hunt,  RL.L.C. 

www.gailorwallishunt.com 

Young  Moore  and  Henderson,  RA. 

www.youngmoorelaw.com 

Hemmings  &  Stevens  RL.L.C. 

www.hemmingsandstevens.com 

Shanahan  Law  Group  PLLC 

www.shanahanlawgroup.com 

•    ©2008  EMI  Network  Inc. 
800-999-1950  •  www.eminetwork.com 
EMI  Network  Proprietary  Special  Section 


in  in  ■  nu 

1  II  Jilt  ■  mi 

(111  i  jn  » ;  1 1  *  Mil 
IIP  I  MJi  I-l-  ■  iHI 
lUl  II IJUI 
1 1 1 1 13  ?  IF  _W  ^    ^  -JK 
jjji  i|  I.  J  MJI  i  J 
,IH  si  Ul  I JLI I  1 
•  .     "JUi  ■ 
ill!  II  LJil  J 

J  jjjin  iiUMJM  J  » 
nil  ii  i  J  ■_■«-!  i' 
f  «i  i ni  u  i  J'JMJi  !! 

?  ii  iiii  ii  '  J  ■  J  i.Ji  l! 
,  i  ji  tin  iiuiijif  J  !! 
UIUIMIIJMJM.JI  « 
1 1 1; nun UMJMil  !! 
iHimiiiJi-iiJi  I! 
IT  h  mi  ii  J  I! 

,l|»i|iM<<!  i  ■  ■•  J  if 
,  ii  ii  OUil  J  II 
t  |in  mi  nil  "3  ULJ  " 
!i  tin  nil  mi  .  ■  i  i  si  » 
I  it  li  lill  IIII  IJI J  fill 
liuuin  mi  iu  ■ 


WWW 


I  SI |I& tti 


siiiaaiM1 
ibeiiiiiii 
Cf  in  in  11 
||  mi  in  >■ 
|| III  III  i» 

II  III  111  II 
ii  in  he  ei 

II  III  BE! H 


A  S  all-Town  Law  Firm  With  a  Big-City 
R    utation  for  Estate  Planning 


NARRON,  O'HALE  AND  WHITTINGTON,  P.A. 


James  W.  Narron,  of  Narron,  O'Hale  and  Whittington,  P.A. 
enjoys  practicing  estate  planning  law  in  the  small  town  of 
Smithfield,  North  Carolina,  with  a  population  just  under  12,000 
and  located  28  miles  southeast  of  Raleigh. 

"I  was  brought  up  here,  went  to  high  school  here  and  have 
always  liked  living  in  a  small  town,"  he  says. 

But  Narron's  influence  and  client  base  stretch  far  beyond 
Smithfield  because  of  his  expertise  in  estate  planning.  "Many 
tax  and  business  and  family  issues  are  not  apparent  without 
specialized  training  and  years  of  experience,"  he  says.  The 
majoritv  of  his  clientele  are  from  the  bigger,  busier  cities  of 
Gre'"'  le,  Fayetteville  and  Raleigh,  the  state  capital.  But  he  also 
work  for  clients  as  far  north  as  Virginia  and  as  far  south  as 
Wilmington. 

Planning  Ahead  Is  Critical 

Narron  is  particularly  adept  at  helping  clients  reduce  the 
projected  estate  tax  so  their  businesses  and  other  assets  can 
remain  in  the  family  at  the  death  of  the  senior  generation.  His 
chief  advice:  Plan  ahead. 

"Finding  a  manageable  approach  is  largely  a  function  of  time," 
he  says.  "The  number  of  remedies  available  to  you  are  astonishing 
if  you  start  early.  But  people  wait  too  long.  They  wait  until  they 
have  health  problems  or  are  not  in  a  mental  state  that  allows  them 
to  deal  with  the  sophisticated  issues  of  estate  planning. 


"We  see  people  all  the  time  who  are  geniuses  at  creati 
wealth,  creating  employment  and  accumulating  property," 
continues.  "But  the  final  planning  step  never  happens;  they 
not  address  the  impact  of  estate  taxes.  It  ultimately  becorr 
devastating  to  their  families." 

Narron  especially  urges  wealthy  clients  to  shelter  property 
a  tax-protected  trust  —  to  use  fractional  interests  in  real  est; 
and  minority  interests  in  entities,  generally  with  broadadminist 
tive  powers  given  to  the  surviving  spouse  —  rather  than  passi 
all  property  on  outright.  Often,  couples  choose  the  latter  becai 
they  initially  think  the  property  isn't  worth  more  than  $2  millic 
the  amount  presently  exempted  from  federal  estate  taxes. 

"But  they  don't  anticipate  the  immense  appreciation  of  rj 
estate,"  Narron  says.  "At  the  time  of  death,  the  surviving  spou 
has  real  estate  worth  quite  a  bit  above  the  exemption,  and  then 
difficult  to  find  a  way  to  ameliorate  the  tax  bite."  Executors  oft 
miss  critical  deadlines  and  election  and  valuation  opportunit 
in  estate  administration,  which  complicates  the  tax  picture 
the  family  even  more. 

Narron  in  Demand  as  a  Speaker 

Because  of  Narron's  expertise  in  estate  planning  and 
law  —  he  received  a  Master  of  Laws  in  Taxation  degree  (LL.I 
from  New  York  University  —  he  frequently  speaks  to  su 
organizations  as  the  North  Carolina,  Virginia  and  Georgia  E 
Associations;  the  American  Bankers  Association;  and  even  1 
Internal  Revenue  Service.  He  also  taught  law  at  nearby  Campt 
University  Law  School  for  many  years. 

In  the  firm,  which  also  has  an  office  in  Benson,  partner  Johr 
O'Hale  specializes  in  criminal  law  and  O.  Hampton  Whittingl 
Jr.  in  civil  litigation.  Helping  Narron  do  estate  planning,  est; 
and  trust  litigation,  and  related  tax-law  matters  are  two  yount 
attorneys  and  five  paralegals.  "Every  one  of  the  paralegals  r 
been  with  me  for  more  than  1 0  years;  my  partners  and  I  hai 
been  together  for  nearly  30  years,"  he  says.  "There's  no  turno 
in  this  firm.  Everybody  likes  working  here  too  much  to  leave.' 


NARRON,  O'HALE  AND 
WHITTINGTON,  P.A. 

102-S.  Third  Street 
P.O.Box  1567 
Smithfield,  N.C.  27577 
919-934-6021 
919-934-6280  fax 
www.nowlaw.com 


James  W.  Narron 
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'We  Have  Made  It  Our  Business 
to  Understand  Business' 

Special  / 


Gailor,  Wallis  &  Hunt,  P.L.L.C.  Focuses 
on  High-Stakes  Family  Law 


Divorce  is  rarely  easy.  But  when  the  marital  estate  is  worth 
pillions  of  dollars,  it  poses  unique  challenges.  That's  when  a  law 
irm  like  Gailor,  Wallis  &  Hunt,  P.L.L.C.  (GWH)  can  be  invaluable. 

A  boutique  firm  focusing  on  high-stakes  family  law,  GWH  is 
,;nown  for  its  expertise  in  resolving  complex  business  and  finan- 
lal  issues  for  high-net-worth  clients.  It  has  a  proven  track  record 
)f  success  in  representing  business  owners  -  or  their  spouses 
J  in  domestic  litigation. 

"Our  sophisticated  knowledge  of  corporate  law,  tax,  real 
iState  and  bankruptcy  law,  and  business  and  estate  planning 
cables  us  to  very  effectively  represent  business  owners  in  mat- 
imonial  litigation,"  says  Managing  Partner  and  founder  Carole 
;.  Gailor.  "We  have  secured  multimillion-dollar  awards  and 
ettlements  in  equitable  distribution  cases,  as  well  as  significant 
:  limony  awards." 


Expertise  in  Complex  Business  Valuations 
s  Critical  to  Success 

In  working  toward  the  equitable  distribution  or  division  of 
roperty  in  the  context  of  a  divorce,  it  is  often  necessary  to  have  a 
usiness  valued.  "Making  sure  this  is  done  accurately  is  critical  to 
aluing  the  entire  marital  estate,"  says  partner  Cathy  C.  Hunt.  "Our 
xperience  in  this  highly  specialized  area  allows  us  to  successfully 
ontest  or  defend  complex  business  valuations  at  trial  or  resolve 
aluation  issues  either  as  an  arbitrator  or  client  representative." 

Consider  the  recent  divorce  between  a  business  owner  and 
is  wife,  in  which  GWH  represented  the  business  owner.  The 
idependent  valuation  expert  hired  by  GWH  estimated  the  major 
usinesses  to  be  worth  approximately  $5.5  million.  The  oppos- 


ing expert,  in  contrast,  valued  them  at  more  than  $15  million. 

"When  we  took  th<  .position  of  the  opposing  expert,  we 
were  able  to  very  effec.  nage  his  credibility,  undermine 

his  report,  and  point  out  nunu  mistakes  involving  millions  of 
dollars,"  Gailor  says.  "As  a  result,  ise  was  settled  based  on 
our  expert's  business  values  to  the  bei      of  our  client." 

Gailor  stresses  that  the  firm  take.,  to  use  only  busi- 
ness valuation  experts  who  are  truly  indep  ~>ever  "hired 
guns."  But  opposing  counsel  are  not  always  s  i|  Take  a 
recent  case  involving  a  "very,  very  large  marital  esi.  '  'ere, 
GWH  represented  the  wife  of  a  business  owner. 

"The  other  side  offered  our  client  $1 8  million  to  settle,  which 
we  rejected  out  of  hand,"  Gailor  recalls.  "By  attacking  the  cred- 
ibility of  the  opposing  business  valuation  expert  and  his  report, 
we  were  able  to  convince  the  business  owner  that  he  was  not 
going  to  be  successful  in  court.  He  ultimately  settled  for  more 
than  twice  his  original  offer." 

In  this  case,  as  in  every  case,  GWH  left  "no  stone  unturned" 
on  behalf  of  its  client,  Hunt  says.  "Our  expertise  in  understand- 
ing complex  business  valuation  reports  enables  us  to  make  sure 
the  report  prepared  by  our  expert  is  both  accurate  and  'bullet 
proof,'"  Gailor  notes.  "It  also  helps  us  to  identify  flaws  and  errors 
in  the  opposing  expert's  report  during  cross  examination." 

"We  have  made  it  our  business  to  understand  business," 
adds  Hunt.  "That's  why  we're  so  successful." 


GAILOR,  WALLI^^IJNT, 

www.gailorwallishunt.com 

Raleigh  Office 
Pilot  Mill  •  The  1903  Building 
1101  Haynes  Street,  Suite  201 
Raleigh,  NC  27604 
919.832.8488  •  Toll-Free:  877.834.8488 

Wilmington  Office 
1 21 3  Culbreth  Drive,  Suite  207 
Wilmington,  NC  28405 
910.509.7223 


On  the  cutting  edge  in  business:  on-site  nursery  helps  GWH  attorneys  and  employees 
balance  their  work  and  family  responsibilities.  "It  doesn't  detract  from  the  bottom  line," 
says  Managing  Partner  and  founder  Carole  S.  Gailor.  "It  enhances  it." 
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V>un^  Moore 

YOUNG  MOORE  AND  HENDERSON,  PA. 


Few  industries  touch  more  lives  than  the  insurance  indus- 
try—and few  are  more  complex,  or  give  rise  to  more  disputes. 
That  is  why  so  many  insurers,  businesses,  professionals  and 
individuals  throughout  North  Carolina  turn  to  Young  Moore  and 
Henderson,  P.A. 

For  more  than  50  years,  insurers  statewide  have  looked 
to  the  firm's  attorneys  to  help  write  policies  or  advise  them  on 
contract  obligations;  avoid  litigation  through  effective  claims 
management  practices;  quickly  resolve  disputes  through  creative 
alternative  dispute  resolution  approaches;  or  initiate  or  defend 
insurance  litigal 

V  loore  also  offers  its  expertise  to  large  and  small  busi- 
ner  ;es  professionals  and  individuals  to  help  them  understand  and 
enforce  their  rights  under  insurance  policies  and  programs. 

Insurance  Defense 

Young  Moore  has  a  long  history  of  representing  insureds  in 
all  types  of  negligence  litigation,  with  particular  expertise  in  doctor, 
lawyer  and  design  professional  liability;  hospital  and  long-term  care 
liability;  product  liability;  and  trucking  and  transportation  litigation. 
Young  Moore's  medical  malpractice,  long-term  care  and  hospital 
defense  litigation  team,  headed  by  Partners  Bill  Daniell,  Joe  Williford 
and  Donna  Rutala,  has  over  100  years  of  combined  experience 
dedicated  to  the  defense  of  medical  providers. 

The  firm's  trucking  litigation  team,  which  includes  part- 
ners Dana  Davis  and  NCADA  President-Elect  Brian  Beverly,  is 
on  standby  to  conduct  comprehensive  investigations  of  truck 
jnts.  "Twenty-four  hours  a  day,  seven  days  a  week," 
Pci  David  Duke  says,  "we  and  top  local  experts  are  on 
call  to  otograph  the  accident  scene  and  vehicles,  interview 
witnessi  d  oversee  the  preservation  of  the  physical  evidence 
and  colli  of  all  the  necessary  data  to  reconstruct  exactly 
how  the  ac  ■"curred." 

Insurance  u  Analysis 

and  Litigation/,         -h  Litigation 

The  insurance  cove.-  litigation  team  is  headed  by 

Partner  Walter  Brock,  who  he  5  years  of  litigation  experience. 


Members  of  the  team  appear  regularly  in  state  and  federal  admi 
istrative,  trial  and  appellate  courts  and  in  arbitrations  on  coverac 
disputes  with  statewide  implications. 

"We  handle  on  a  statewide  basis  complex  insurance  poli< 
disputes,  including  appraisal,  arson,  fraud  and  misrepresentatio 
life,  accident  or  disability;  environmental  contamination;  busine: 
torts;  trademark  and  copyright;  commercial  auto  and  transportatio 
commercial  liability  and  construction  defect;  workers'  compens 
tion;  primary,  excess  and  umbrella;  retro  plans  and  reinsurance;  ar 
unfair  trade  and  bad  faith  claims,"  Brock  says. 

Insurance  Regulation 

Partner  Mike  Strickland  heads  the  insurance  rate-makin 
insurance  policy  form  drafting  and  regulatory  team.  Experience 
in  all  aspects  of  insurance  regulation  before  the  North  Carolir 
Department  of  Insurance,  Young  Moore  also  represents  statuto 
conglomerates  of  insurance  companies  in  rate-making  matter 
Since  1977,  the  firm  has  represented  the  North  Carolina  Ra 
Bureau  and  the  North  Carolina  Reinsurance  Facility.  The  firm  alj 
represents  the  North  Carolina  Beach  Plan  and  Fair  Plan. 

"Our  insurance  regulatory  work  adds  depth  and  breadth 
our  insurance  litigation  practice,  to  the  benefit  of  many  clients 
Strickland  says. 

High-Quality,  Cost-Effective, 
Individualized  Representation 

The  attorneys  of  Young  Moore  take  pride  in  providing  higll 
quality,  cost-effective,  individualized  representation.  "We  value  o 
relationship  with  each  client,  whether  new  or  longstanding,  corpi 
rate  or  individual,  and  we  work  hard  to  understand  and  meet  eac 
client's  unique  needs,"  Brock  says. 

One  of  the  most  respected  firms  in  North  Carolina,  Your 
Moore  has  a  cadre  of  senior  litigators  who  have  20-30  years'  exp> 
rience  in  trying  cases  in  state  and  federal  courts  throughout  Nor 
Carolina.  In  addition  to  its  expertise  in  insurance  law  and  regulatio 
the  firm's  lawyers  have  been  recognized  statewide  for  their  expe 
tise  in  employment  law,  estates  and  trusts,  small  businesses,  re 
estate  and  administrative  law. 


Walter  Brock         Mike  Strickland  David  Duke 


Dana  Davis 


Brian  Beverly 


Donna  Rutala 


3101  Glenwood  Ave.  |  P.O.  Box  31627  |  Raleigh,  NC  27622  |  919-782-6860  |  www.youngmoorelaw.com 
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Aggressive  Plaintiff  Representation  in  Personal  Injury, 
nsurance  Bad  Faith  and  Workers'  Compensation  Cases 


bpecial  Advertising  Section 


Hemmings  &  Stevens,  P.L.L.C. 


^HH^minar  sponsored 

she  was  invitea^^BBfek; 

the  Legal  Nurse  ConsufraMBH 

Institute  sponsored  by  the 
University  of  North  Garolina  at 
Chapel  Hill  School  of  Nursing 
Continuing  Education  Program. 


Aaron  Hemmings  is  active 
in  litigating  cases  in  state 
and  federal  courts  in  North 
Carolina,  and  in  mediation  and 
arbitration.  He  and  his  partner 
are  members  of  the  North 
Carolina  Academy  of  Trial 
Lawyers.  Both  completed  an 
intensive  professional  training 
program  in  trial  advocacy 
sponsored  by  the  National 
Institute  for  Trial  Advocacy. 


A  nurse  in  the  middle  of  examining  a  patient  at  a  county 
earth  clinic  suffers  a  serious  neck  fracture  when  a  visiting  child 
nocks  over  her  chair. 

A  massive  gasoline  spill  causes  hundreds  of  thousands  of 
ollars  in  damages  to  a  gas  station  and  the  surrounding  area, 
'oth  the  trucking  company's  insurer  and  the  gas  station's 
-A/ner's  insurer  deny  the  claim. 

Unusual  and  often  tragic  accidents  like  these  happen  every 
ay.  And,  while  they  cannot  undo  the  damage,  experienced  trial 
torneys  Aaron  Hemmings  and  Kelly  Stevens  can  help  victims 
Dtain  the  financial  compensation  they  need  and  deserve.  In 
ict,  the  partners  successfully  represented  the  nurse  and  the 
,as  station  owner  in  the  cases  described  above.  They  obtained 
:  settlement  of  $375,000  for  the  nurse.  And  a  lawsuit  against 

•  e  trucking  company  and  the  owner's  insurance  agent  for  negli- 
isnce  and  a  claim  against  the  owner's  insurer  for  insurance  bad 
iith  resulted  in  a  recovery  of  $275,000. 

Their  firm,  Raleigh-based  Hemmings  &  Stevens,  P.L.L.C, 
;fers  a  full  range  of  legal  services  to  diverse  clients,  but  its  to- 
ns is  the  vigorous  representation  of  individuals  who  have  been 
sjured  or  harmed  by  the  negligence  of  others,  hurt  on  the  job,  or 
ad  a  claim  wrongfully  denied  by  their  insurance  company. 

"We're  very  aggressive  in  protecting  clients'  rights  and  pur- 
i ling  fair  compensation  for  people  with  injuries  due  to  medical 
;;gligence,  nursing  home  negligence,  workplace  accidents,  au- 
I  mobile  or  trucking  accidents,  or  defective  products,"  Hemmings 
jiys.  "We  also  represent  individuals  and  businesses  in  insurance 
hd  faith  cases"  involving  life  insurance,  property  damage,  Ois- 
lilKy  insurance,  homeowners'  insurance,  insurance  agent  negli- 
t;nce,  and  business  and  business  owner's  insurance.  "Our  goal 
I  these  cases,"  he  adds,  "is  to  ensure  that  our  clients'  insurance 
iirriers  honor  the  insurance  contract  and  pay  all  valid  claims." 

Hemmings,  who  tried  three  jury  cases  in  2007,  recently 
ion  an  arbitration  award  of  $1.31  million  in  an  insurance  bad- 
Ith  case  in  which  his  client's  disability  insurer  denied  her  claim 
used  on  a  very  vague  definition  of  disability.  The  award  included 
plicy  limits  along  with  prejudgment  and  post-judgment  interest 
Rh  costs. 

Stevens,  who  devotes  nearly  half  her  practice  to  represent- 
b  those  with  occupational  injuries  or  illnesses,  knows  the  ins 
Id  outs  of  the  state's  Workers'  Compensation  Program  and  the 
iprkings  of  the  North  Carolina  Industrial  Commission.  "Most 
lople  don't  understand  the  system  or  what  they're  entitled  to, 

•  it's  important  to  have  an  attorney  who  does,"  she  says. 

Like  those  in  most  states,  North  Carolina's  Workers' 
bmpensation  Program  is  no-fault,  Stevens  says.  "All  that  mat- 
rs  is  that  the  employee  was  injured  by  an  accident  on  the  job 
I  suffered  a  work-related  illness  or  disease,"  she  explains.  "You 
*n't  have  to  prove  the  employer  was  negligent,  and  it  typically 
fiesn't  matter  if  the  employee  was  negligent. 
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"We're  dedicated  to  helping  people  who  have  been  hurt, 
and  their  families,"  Stevens  adds.  "Our  clients  deserve  an  at- 
torney who  is  not  afraid  to  try  their  case  or  get  them  the  benefits 
they're  entitled  to." 

The  partners  accept  cases  on  a  contingency  fee  basis,  which 
means  there  are  no  attorney  fees  unless  the  case  is  won.  There  is 
no  charge  for  an  initial  case  evaluation.  For  more  information,  call 
919.277.0161  or  visit  www.hemmingsandstevens.com. 

Hemmings  &  Stevens,  P.L.L.C. 

Attorneys  at  Law 

5613  Duraleigh  Road,  Suite  111 
Raleigh,  NC  27612 
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Whf  n  Business  Deals  Go  Wrong, 

Sr  art  Companies  Turn  to  Shanahan  Law  Group 


Shanahan  Law  Group,  PLLC 


When  a  major  international  com- 
pany was  sued  for  alleged  violations  of 
the  federal  Fair  Labor  and  Standards 
Act  in  California,  it  turned  to  Shanahan 
Law  Group  to  represent  it  in  the  "off  the 
clock"  class  action.  The  Raleigh-based 
firm  successfully  defeated  class  certifi- 
cation, a  highly  unusual  result. 

"We  argued  that  the  two  named 
plaintiffs  were  not  well  suited  to  request 
the  class  and  that  the  case  should  not 
receive  'class'  treatment,"  says  Kieran  J. 
Shanahai  's  principal.  "We  also 

obtained  summary  judgment  as  to  one 
two  named  plaintiffs." 

Cases  like  this  are  all  in  a  day's 
work  for  Shanahan  and  his  associates 
at  SLG,  who  are  widely  known  as  tough, 
smart  and  aggressive  business  litiga- 
tors. One  of  the  most  sought-after  busi- 
ness law  firms  in  the  Southeast,  SLG 
has  a  proven  ability  to  handle  complex 
business-to-business  litigation.  It  often 
goes  up  against  much  larger  firms,  in 
some  cases,  powerful  Fortune  500  com- 
panies. "If  you're  a  David  in  business 
and  you  want  to  take  on  Goliath,  we're 
your  firm,"  Shanahan  says. 

Whether  handling  a  multimillion- 
class-action  lawsuit,  a  contract 
between  businesses  or  a 
zoning  oeal  on  behalf  of  a  real 
estate  c.  ..oper,  SLG  combines  the 
experienc  :  large  law  firm  with  the 
personalize'  .  ion  that  only  a  bou- 
tique firm  c 

"Whenever  f 
Shanahan  says.  "But 
room  experience  to  dc 

SLG  considers  its 
defend  companies  as  to  c 
dividuals.  For  example,  the  fin 


Kieran  Shanahan,  a  former  federal 
prosecutor  who  served  four 
terms  on  Raleigh  City  Council, 
is  an  experienced  litigator  with 
extensive  trial  experience  in 
federal  and  state  courts.  His  peers 
have  ranked  him  at  the  highest 
level  of  professional  excellence, 
garnering  him  an  AV  rating  from 
Martindale-Hubbell.  He  has  also 
been  recognized  in  North  Carolina 
Super  Lawyers®  and  was  elected 
to  Business  North  Carolina 
magazine's  2007  Legal  Elite. 

•  Civil  litigation 

•  Complex  business  litigation, 
including  class  actions 

•  Small  and  medium  business 
representation 

•  Licensing,  distribution  and 
technology  contracts 

•  Employment  law  including 
EEOC  and  FLSA  claims 

•  White-collar  criminal  defense 

•  Regulatory/administration 
representation 

•  Legislative,  municipal  and 
county  issues 

•  Wills,  trusts  and  estates 


ve  look  for  alternatives  to  litigation," 
have  to  go  to  trial,  we  have  the  court- 
our  clients." 

"ess  and  is  just  as  likely  to 
•hem.  It  also  represents  in- 
ly represented  a  retired 


Shanahan  Law  Group  has  beet        mized  as  one 
of  the  area's  "Best  Places  to  Worn. 

—  The  Triangle  Business  Journal 

Edgecombe  County  sheriff's  deputy  threatened  with  the  loss  of 
his  retirement  benefits  for  seeking  part-time  work  as  a  security 
guard.  Ultimately,  the  North  Carolina  Supreme  Court,  affirming 
decisions  by  the  Superior  and  Appeals  courts,  ruled  that  the  U.S. 
Constitution  prohibited  the  county  from  retroactively  changing 
the  terms  and  conditions  of  the  officer's  retirement  benefits. 


While  the  firm's  primary  focus  is  business  litigation,  a  numl 
of  companies  keep  SLG  on  retainer  to  assist  with  general  corpor 
matters  and,  more  importantly,  to  have  on  hand  should  the  thr 
of  litigation  arise.  "Thanks  to  our  extensive  business  litigat 
experience,  we're  well  equipped  to  deal  with  the  ever  increas 
complexity  of  business  relationships  and  to  help  clients  navig: 
the  maze  of  legal,  regulatory  and  other  issues,"  Shanahan  says 

In  the  seven  years  SLG  has  been  in  business,  its  reputat 
has  spread  throughout  North  Carolina  and  beyond.  The  firrr 
currently  spearheading  major  cases  in  multiple  states. 

"In  today's  litigious  society,  businesses  often  find  the 
selves  litigating  against  other  businesses,"  Shanahan  sa 
"When  business  deals  go  wrong,  we're  your  firm.  No  problerr 
too  small  or  too  large  for  us  to  take  on." 

128  East  Hargett  Street,  3rd  Floor  ♦  Raleigh,  North  Carolina  276 
919.856.9494  ♦  www.shanahanlawgroup.com 


©2008  EMI  Network  Inc.  •  800-999-1950  •  www.eminetwork.com 


THE  FOUNDERS 
OF  TRADITIONAL 
MATCHMAKING 


enti 


Since  1990 


valentiinternatibndl.com 
(800)200-8253  +01  (858)759-9239 


Creative  Giving 


Clockwise  from  left:  tutoring  at  826  Valencia; 
looking  for  treasure;  cofounders  Ninive  Calege 
and  Dave  Eggers;  826  classroom;  pirate  store. 


A  Genius  at  Tutoring 

Public  schools  don't  have  the  time  to  teach  writing. 
Author  Dave  Eggers  is  making  up  for  that,  with  a 
little  quirky  humor  thrown  in.  By  Claire  Cain  Miller 


KASSANDRA  CHAN,  17,  IS  STRUG- 
gling  with  her  college  applica- 
tion essay  about  community 
service.  "I  know  what  I'm  feel- 
ing, but  I  can't  really  say  it  in 
words,"  she  tells  a  volunteer  tutor,  Leah 
Bowers,  31,  who  studies  English  literature 
at  San  Francisco  State.  Kassandra  moved 
to  the  Bay  area  from  Burma — and  learned 
English— just  three  years  ago.  The  high 
school  senior  wants  to  attend  UC,  Berke- 
ley. Bowers  presses  her  for  examples,  and 


they  rewrite  the  sentence  together.  "See 
how  just  changing  those  two  sentences 
improved  it  so  much,  with  the  specifics?" 
asks  Bowers. 

"You  mean  talking  about  me  instead 
of  talking  in  generalities?"  asks  Kassandra. 

"Exacdy!" 

A  fifth  of  the  kids  at  Kassandras  high 
school  learned  English  as  a  second  lan- 
guage. Most  of  their  parents  didn't  attend 
college.  English  teachers  there  typically 
have  36  students  in  a  class  and  can't  pro- 


vide much  individual  writing  help. 

Kassandra  and  Bowers  were  matche 
by  826  Valencia,  a  nonprofit  tutoring  cei 
ter  named  for  its  San  Francisco  addres 
Cofounded  in  2002  by  writer  Dave  Eggei 
who  achieved  literary  stardom  in  20C 
with  his  memoir  A  Heartbreaking  Work 
Staggering  Genius,  it  has  since  spread 
New  York  City,  Los  Angeles,  Ann  Arbc 
Seattle,  Chicago  and  Boston,  with  an  al 
volunteer  army  of  3,200  tutors.  The 
include  professional  writers  and  pursue 
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of  education  degrees,  as  well  as  waiters, 
gardeners  and  retirees.  In  San  Francisco 
!  they  reach  425  kids  a  week. 

The  free  tutoring  is  offered  to  any 
child  age  6  to  18  but  is  aimed  at  kids  in 
the  public  school  system  whose  parents 
might  not  be  able  to  assist  with  home- 
'work  because  they  hold  down  several 
jobs  or  can't  speak  English.  The  volun- 
teers also  teach  writing  workshops  and 
English-language  classes,  go  to  public 
[schools  to  help  teach  writing  and  aid  kids 
in  getting  their  essays  published  in  books 
and  magazines. 

Eggers,  who  has  a  mop  of  curls  and  a 
Idry  sense  of  humor,  found  a  way  to  fill 
•the  need  for  tutoring.  "He  knew  writers 
with  free  time,  and  I  knew  teachers  who 
were  desperate,"  says  Ninive  Calegari,  a 
former  public  school  teacher  who 
cofounded  the  organization  and  is  now 
chief  executive. 

The  rented  space  on  Valencia  Street 
came  with  a  catch.  Zoning  laws  required 
?art  of  the  space  be  used  for  retail.  Eggers' 
whimsical  solution:  a  pirate  supply  store. 
No  kitschy  mugs  decorated  with  pirates 
lere.  Instead,  there  are  drawers  of  glass 
;yes,  crystal  rings,  peg  legs  and  beard 
trimmings  ("because  not  all  pirates  can 
grow  their  own,"  says  store  manager  Scott 
Louie,  in  all  seriousness).  The  store  had 
5227,000  in  sales  over  the  past  year.  In 
a  similar  vein  New  York's  chapter  has  a 
superhero  supply  store,  Seattle's  has  one 
ror  space  travelers,  and  Chicago's  sells 
;ecret  agent  supplies — undercover,  of 
:ourse,  since  spies  can't  have  people  see 
hem  enter. 

The  storefronts  signal  to  kids  that  826 
s  different,  and  classes  live  up  to  that 
>romise.  One  program  for  elementary 
'.chool  students,  so  popular  it's  booked  a 
1 'ear  in  advance,  features  Ms.  Blue,  a 
!  cranky  editor  (played  by  a  volunteer) 
lidden  in  a  loft  above  the  classroom.  She's 
i  mpatient  for  a  story  and  getting  more 
rritable  by  the  minute.  The  students  and 
inother  volunteer  write  the  story  together, 
rying  to  stave  off  Ms.  Blue's  anger  and 
earning  along  the  way  about  plot, 
haracter  and  dialogue.  The  kids  are  capti- 
k  rated — shrieking,  hiding  and  cheering  as 
4s.  Blue  shouts  down  her  crackly- voiced 
>ronouncements. 


"It's  a  craft,  not  thunderbolts  and  light- 
ning," Eggers  says.  "Kids  say,  'I'm  not  a 
good  writer.'  I  don't  know  who  told  them 
that,  but  I'd  like  to  kick  them  in  the 
kneecap.  There  is  no  such  thing.  It's  about 
work.  With  enough  work,  anyone  can 
write  something  clear,  well  thought  out, 
even  eloquent." 

The  publishing  arm  pairs  celebrity 
authors  with  high  school  students  from 
low-income  neighborhoods.  In  2005 
Robin  Williams  donated  $12,000  to  pub- 
lish Home  Wasn't  Built  in  a  Day:  Con- 
structing the  Stories  of  Our  Families.  This 
and  28  other  volumes  have  been  distrib- 
uted by  Publishers  Group  West  at  Barnes 
&  Noble,  Borders,  Amazon  and  small 
bookstores.  826  usually  loses  money  on 
the  books,  which  sell  for  $16. 

These  impressive  projects — and  the 
lure  of  having  someone  like  Eggers  teach 
your  kids  to  write — means  well-off 
parents  want  their  kids  to  attend  826,  too. 
They're  welcome,  but  kids  from  public 
schools  with  the  lowest  test  scores  get 
priority,  and  volunteers  go  only  to  the 
schools  that  need  them  most. 

The  operating  budget  for  826  National, 
the  umbrella  organization,  is  $3  million. 
Donations  and  grants  kick  in  64%  and  store 
income  another  16%.  The  rest  comes  from 
in-kind  donations  and  events,  for  which 
Eggers  often  harnesses  his  famous  acquain- 
tances to  perform — people  like  Spike  Jonze, 
Sarah  Silverman  and  Stephen  King.  The 
826  version  of  a  sponsored  footrace  is  a 
mustache-athon — tutors  get  people  to 
donate  based  on  length  and  style.  Eggers 
recently  contributed  $250,000  in  addition 
to  untold  prior  donations. 

Diana  Perez,  who  is  9  years  old,  used 
to  struggle  in  school,  and  her  parents, 
immigrants  from  Mexico,  can't  help  her. 
They  can't  read  English  well  and,  with  five 
jobs  between  them,  including  construc- 
tion and  housecleaning,  they  don't  have 
the  time  anyway. 

Hunched  over  a  table  at  826,  her  long 
black  pigtails  hanging  down,  Diana 
sounds  out  the  words  in  a  story  about 
China  in  English.  After  finishing  that,  she 
works  on  a  poem. 

"I  didn't  like  homework  before  because 
it  was  hard  and  boring,  but  now  it's  fun," 
she  says  softly,  flashing  a  smile.  F 
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Chavistas  in  Quito 

Ecuador's  Rafael  Correa  is  puffing  up  his  chest  with  anti-American  rhetoric. 
Should  we  give  him  a  break  on  tariffs  anyway?  By  Kerry  A.  Dolan 


VENEZUELA,  WALLOWING  IN 
anti-American  populism,  is  a 
lost  cause.  But  is  Ecuador 
destined  to  go  down  the  same 
chute?  That's  an  open  question. 
Until  recently  Ecuador  was  on  a 
growth  path.  In  2000  it  stopped  runaway 
inflation  by  adopting  the  U.S.  dollar  as  its 
currency.  In  2002  the  U.S.  granted  the 
country  favored  status  as  a  trading  part- 
ner, as  a  reward  for  cracking  down  on  the 
illegal  drug  trade.  And  so  exports 
boomed,  with  53%  of  2006's  $13  billion 
total  going  to  the  US.  Out  in  the  country- 
side the  peasants  grew  broccoli  and  flow- 
ers instead  of  transporting  cocaine;  in  the 


cities  the  factory  workers  churned  out 
chefs'  uniforms  and  indigo  for  jeans. 

Now  the  political  winds  have  shifted  in 
both  Quito  and  Washington.  In  late  2006 
Ecuador  elected  a  leftist  president,  Rafael 
Correa,  who  is  making  a  career  of  denounc- 
ing oil  corporations,  banks  and  Americans. 
In  the  U.S.  politicians  are  having  second 
thoughts  about  promoting  free  trade  with 
Latin  America.  The  five-year-old  law  allow- 
ing in  duty  free  many  categories  of  imports 
from  Ecuador  is  set  to  expire  in  February, 
and  might  well  not  be  renewed. 

The  tariff  exemptions  have  helped 
some  export  categories  grow  as  much  as 
40%  a  year,  creating  work  apart  from  the 


narco  fare  that  keeps  neighboring  Colom 
bia  so  busy  "This  is  the  most  highly  sue 
cessful  antidrug  program  in  the  world 
and  it  doesn't  cost  the  U.S.  taxpayer  any 
thing,"  pleads  Jeff  S.  Sheedy,  an  America) 
who  heads  the  Ecuadoran  association  o 
textile  manufacturers  and  is  one  himsell 
He-  says  360,000  jobs  are  linked  to  th 
trade  rules,  a  significant  number  in 
country  of  13.7  million  people. 

But  in  May  2006  Ecuador  seized  th 
fields  of  Occidental  Petroleum,  claimin; 
that  the  company  had  violated  its  operat 
ing  contract.  Oxy  is  seeking  $1  billion  ii 
damages  in  an  arbitration.  Six  month 
later  Ecuadorians  elected  Correa,  whe 
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among  other  things,  has  busied  himself 
trying  to  vacuum  up  the  "windfall  profits" 
of  the  remaining  private  oil  operations. 
The  tax  rate  on  oil  extractions  (per  a 
recent  executive  decree)  is  99%  of  any 
yield  above  $24  a  barrel.  Not  exactly  con- 
ducive to  attracting  capital  from  abroad. 

Correa  has  indulged  in  the  antigringo 
rhetoric  of  the  region,  at  least  that  directed 
at  Washington.  After  Venezuela's  Hugo 
Chavez  last  year  called  President  Bush 
a  "devil"  at  the  UN  General  Assembly, 
Correa  joked  on  Ecuadoran  TV  that 
Chavez  had  insulted  the  devil.  Since 
taking  office  he  has  threatened  to  default 
on  Ecuador's  foreign  debt,  expelled  the 
chief  World  Bank  representative  from 
Ecuador,  sued  an  Ecuadoran  journalist  for 
writing  a  column  that  criticized  him  and 
threatened  to  pass  a  law  further  capping 
private  banks'  interest  rates. 

"Some  of  the  congressional  staffers  ask 
us,  'Why  should  we  extend  [trade]  prefer- 
ences to  a  country  that  speaks  badly  about 
the  U.S.?'"  says  Alfredo  Zeller,  an  Ameri- 
can whose  Provefrut,  with  $30  million  in 
i  revenues,  is  Ecuador's  largest  exporter  of 
;  frozen  broccoli. 

Ecuadorians  are  ambivalent  about 
ifree-market  capitalism.  Dollarization 
(allowed  more  people  to  buy  big-ticket 
litems.  There's  been  a  50%  increase  in  the 
number  of  cars  in  Quito  in  the  last  five 
!  years.  But  all  the  while  the  usual  dispari- 
ties of  wealth  persisted — nearly  40%  of 
•Ecuador's  population  live  in  poverty — and 
the  charismatic  Correa  marshaled  a  polit- 
ical force  to  exploit  this.  Lately  he's  been 
i  seeking  to  consolidate  his  victory  with  a 
proposal  for  a  new  constitution  that  crit- 
ics say  would  increase  the  president's  pow- 
ers. Chavez  just  stumbled  in  his  power 
i>rab;  Correa's  still  on  a  roll. 

A  youthful-looking  44,  Correa  isn't 
getting  a  lack  of  political  experience  slow 
jiim  down.  With  a  doctorate  in  econom- 
ics from  the  University  of  Illinois  at 
j  Jrbana-Champaign,  he  was  teaching  at  a 
university  in  Quito  when  he  was  made 
jninister  of  finance  in  2005.  He  quit  after 
jour  months,  in  part  to  protest  the  World 
Hank's  withholding  of  a  loan  to  Ecuador. 

Correa's  election  followed  a  long 
beriod  of  instability.  The  country  suffered 
hrough  six  presidents  in  a  decade,  several 


of  whom  were  booted  out  of  office.  One, 
Abdala  Bucaram,  nicknamed  El  Loco,  was 
declared  mentally  incompetent  by  the 
country's  congress  and  fled  to  Panama. 

Correa  denounces  the  former  ruling 
elite.  "The  citizens'  revolution  marks  the 
end  of  the  oligarchs'  party  and  the  preten- 
sions of  those  who  always  believed  they 
owned  the  country,"  he  boomed  in  a  typi- 
cal speech  in  September  in  the  coastal 
province  of  Manabi.  And  he  thumbs  his 
nose  north:  Asked  about  renewing  a  U.S. 
military  base  lease,  he  advised  reporters 
that  one  for  Ecuador  in  Miami  might  give 
Americans  a  similar  taste  of  foreign  boots. 

Much  of  what  Correa's  government 
says  it  wants  to  do  sounds  sensible:  diver- 
sify the  economy;  add  half  a  million  jobs 


High-priced  oil  accounts  for  most  of  Ecuador's  exports, 
but  agriculture,  flowers  and  textiles  sustain  more  jobs. 


by  201 1;  improve  health  care  and  schools; 
build  hydroelectric  plants;  make  the  roads 
better;  and  perhaps  build  a  new  refinery 
so  the  nation  doesn't  have  to  import  gaso- 
line while  exporting  oil. 

Unemployment  stands  at  11%  and 
underemployment  at  47% — and  that 
doesn't  include  at  least  1.5  million 
Ecuadorians  who  have  gone  abroad  to 
find  work,  primarily  in  Spain  and  the  U.S. 
They  send  home  $2  billion  annually  in 
remittances.  The  export  of  oil  from  gov- 
ernment-owned fields — not  including, 
that  is,  "windfall"  taxes — accounted  in 
2006  for  45%  of  government  income. 

Correa  faced  resistance  from  the 
national  legislature,  which  was  dissolved 
in  late  November  by  the  newly  elected 
constitutional  assembly— 62%  of  whose 
members  belong  to  Correa's  party.  The 
assembly  is  charged  with  writing  a  new 
constitution  within  six  months,  the  twen- 
tieth since  the  country's  birth  in  1830. 


Though  the  U.S.  is  Ecuador's  most 
important  trading  pa;  Alberto 
Acosta,  who  was  elected  to  tl  institu- 
tional assembly  and  serves  as  its  p  lent, 
opposes  negotiations  for  a  fret  le 
agreement  with  the  U.S.  Instead,  he  v\ 
"a  commercial  agreement" — some  kind  of 
half-step  toward  free  trade.  And  Acosta 
vows  to  revise  all  the  mining  concessions, 
which  affect  several  publicly  traded  Cana- 
dian companies  preparing  to  unearth  gold 
and  copper,  to  allow  Ecuadorians  to  vote 
on  whether  the}  <  I  mining  operations 
near  their  homes  oi  .  "Our  wealth  is 
not  in  the  ground,  but  .  1  iversity," 

he  declares. 

Meantime,  Correa  has  boosted  subsi- 
dies for  gasoline  and  flour  and  for  army 
and  police  pension  funds.  Sub- 
sidies, by  some  accounts,  eat  up 
40%  of  the  government  budget. 
The  president  "is  a  very  smart 
politician  but  a  very  bad  econo- 
mist," says  Mauricio  Pozo,  a 
former  finance  minister  who 
now  runs  a  large  private  hospi- 
tal in  Quito.  "Expenditures  are 
growing  at  32%,  but  the  econ- 
omy is  only  growing  at  3%."  Isn't 
the  government  enjoying  a 
windfall  from  high  oil  prices? 
Not  fully,  since  Petroecuador  is 
inept.  Its  production  in  2007  was  10%  less 
than  in  2006,  estimates  Vicente  Albornoz 
of  economic  think  tank  Cordes,  even 
though  the  later  year  includes  Oxy  s  wells. 

Nonetheless,  those  toughing  it  out  for 
exports  don't  want  to  see  any  more  politi- 
cal doors  shut.  Dean  Edward  Rule,  an 
American  whose  Conectiflor  consultancy 
introduces  new  flower  breeds  to  Ecuado- 
ran growers,  wants  the  U.S.  Congress  to 
see  strains  of  moderation  amid  the 
revolutionary  rhetoric.  Says  Rule: 
"Ecuador  is  not  Venezuela.  It  doesn't  need 
a  shove  toward  the  Venezuelan  way." 

But  Quito's  business  chiefs  aren't 
enthusiastic  and  the  banks  especially  are 
feeling  squeezed.  Their  profits  plaint, 
however,  seems  to  fall  on  deaf  ears. 
Mauricio  Davalos,  a  former  member  of 
Correa's  cabinet  who  held  the  unwieldy 
title  of  Minister  of  Economic  Production 
&  Quality  Coordination,  smiles  and  says, 
"That's  life  in  the  tropics!"  F 
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he  Relatives 


Life 


FAMILY  VISITS 


f    lias  are  among  our 
josest  living  relations. 
For  $500  you  can  make  a 
one-hour  house  call  in 

their  jungle  habitat. 
By  Robert  Langreth 


HUNTERS,  DISEASE  AND 
habitat  loss  are  decimating 
our  closest  living  relatives — 
chimpanzees,  orangutans, 
gorillas  and  bonobos.  In  West 
Africa  the  Ebola  virus  killed 
5,000  gorillas  in  just  one  corner  of  the 
Republic  of  the  Congo.  Chimpanzees  are 
hunted  for  their  meat,  considered  a  luxury 
in  some  parts.  In  Asia  orangutans  are 
being  overrun  by  palm  oil  plantations  and 
coffee  farms. 

One  unlikely  success  story  amid  this 
gloom  ire  the  mountain  gorillas  of 
Rwanda,  rt*anda  and  the  Democratic 
Republic  of  I  Congo.  By  the  late  1970s 
poaching  and  d  station  had  reduced 
the  gorilla  pop,  !  i  to  250.  The  late 
American  natural  i  >ssey  brought 

their  plight  to  world  at:  ition,  but  it  was 
two  researchers  working  for  the  Wildlife 
Conservation  Society,  Bill  Weber  and 
Amy  Vedder,  who  pioneered  the  idea  of 
using  ecotourism  as  a  way  to  save  the 
animals. 

Thanks  to  ecotourism,  700  of  these 
giant  beasts  are  alive  today,  wedged  into 
small  parks  surrounded  by  subsistence 
farms  in  one  of  the  most  populated  parts 
of  Africa.  Park  rangers  even  protected 
them  during  the  1994  Rwandan  genocide. 
"There  is  no  doubt  the  mountain  gorillas 
would  have  been  wiped  out,  were  it  not 
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for  ecotourism,"  says  Allard  Blom,  a  pri- 
matologist  at  the  World  Wildlife  Fund  in 
Washington,  D.C.  Threats,  though, 
remain  ever  present.  In  July  four  moun- 
tain gorillas  were  shot  execution-style. 

Last  year  in  Rwanda  14,000  visitors  paid 
$500  each  for  a  one-hour  guided  tour  to  see 
the  primates.  Virunga  Lodge,  completed  on 
a  hilltop  near  the  gorilla  park  in  2005,  gets 
several  hundred  customers  a  year,  who  typ- 
ically pay  $4,825  for  an  eight-day  trip  with 
multiple  gorilla  viewings  in  Rwanda  and 
Uganda.  "Rwanda  is  very  much  the  flavor 
of  the  month,"  says  safari  operator  Aris 
Grammaticas.  "The  gorillas  are  very  sought 
after'  He  operates  the  $650-a-night  (per  per- 
son) Sabyinyo  Silverback  H^^rams 
Lodge,  which  opened  in 
September  adjacent  to  the 
gorilla  park 

Getting  to  Rwanda 
isn't  easy.  From  Europe 
there  are  only  a  few  flights 
a  week  to  the  capital  city  of 
Kigali.  You'll  need  lots  of 
cash  (there  are  no  ATMs, 
and  only  a  handful  of  ho- 
tels accept  credit  cards),  a 
yellow  fever  vaccination, 
malaria  preventatives  and 
bug  spray.  Plastic  bags  are 
banned  to  prevent  litter, 
and  modern  hotel  rooms  ** '  **  '~'^s 
are  in  limited  supply.  But  Rwandans  are  to 
|a  person  courteous  and  friendly.  Expatriates 
swear  it  is  one  of  the  safest  places  in  Africa. 

Sightseeing  opportunities  in  Kigali  are 
Few  and  grisly.  A  well-done  genocide 
museum  pays  tribute  to  the  kids  who 
pied.  At  one  massacre  site  near  the  capital, 
Nyamata  Church,  thousands  of  skulls, 
tome  with  gaping  holes  in  them,  are  piled 
high  on  basement  shelves.  Pink- 
Lniformed  prison  work  gangs,  many  of 
them  former  "genocidaires,"  are  a  com- 
mon sight  in  the  countryside. 

Gorilla  day  begins  for  me  with  a  4:30 
p.m.  wake-up  call  at  the  Serena  Hotel, 
Ihen  a  two-hour  drive  to  the  Volcanoes 
Rational  Park,  where  gorillas  live  on  the 
Kwanda-Congo-Uganda  border.  There  are 
leven  gorilla  families  in  Rwanda  that 
Jourists  can  visit.  Each  can  be  visited  for 
fcnly  one  hour  a  day  and  by  a  group  of  no 


more  than  eight  people.  Four  other  gorilla 
families  can  be  seen  in  Uganda. 

I'm  angling  to  see  the  38-member  Susa 
family.  But  after  the  guides  confer  in 
Kinyarwanda,  I  end  up  assigned  to  the  9- 
member  Sabyinyo  clan.  I'm  cured  of  any 
disappointment,  though,  when  our  guide, 
Francis  Bayingana,  explains  in  broken 
English  that  this  group  boasts  not  just  the 
biggest  silverback,  Guhonda,  but  also  an  in- 
fant only  days  old. 

Gorillas  are  our 
closest  relatives,  after 
chimpanzees  and 
bonobos,  having  di- 
verged from  our  com- 


mon ancestors  8  million 
years  ago.  Only  1.6%  of 
their  DNA  differs  from 
ours.  The  gentle  vegetari- 
ans eat  up  to  45  pounds  a 
day  of  things  like  bamboo 
shoots,  wild  celery  and 
berries.  They  live  in  stable 
harems  led  by  a  male  sil- 
verback, with  several 
females  and  several  children.  Females  have 
three  to  six  kids  over  a  lifetime  and  copu- 
late every  three  hours  when  in  heat.  In  the 
wild  they  live  to  about  age  40. 

They  are  thought  to  have  once  ranged 
across  equatorial  Africa.  But  about  1  mil- 
lion years  ago  the  mountain  gorillas  were 
cut  off  from  their  cousins  in  West  Africa, 
perhaps  by  drought,  says  Olaf  Thalmann 
of  the  Max  Planck  Institute  for  Evolution- 
ary Anthropology  in  Germany. 


Where  the  gorillas  roam:  The 
Virunga  Mountains  in  Rwanda, 
Uganda  and  the  Congo  are  home 
to  rare  mountain  gorillas. 


To  get  to  the  gorillas,  n,:  llow  tourists 
and  I  walk  through  farms  to  <  s  stone 
wall  that  marks  the  entrance  to  ark 
There's  no  buffer  zone  between  h  in 
and  gorilla.  Armed  guards  follow  to  pj 
tect  both  us  and  the  gorillas.  (In  1999 
rebels  murdered  eight  tourists  in  Uganda's 
Bvvindi  Impenetrable  National  Park.) 

We  climb  over  the  fence  and  enter  a 
thick  bamboo  forest,  heading  steeply 
uphill.  Francis  tells 
us  to  tuck  our  socks 
■  er  our  jeans  (lest 
u,  ants  swarm 
up  our  legs)  and  to 
avoid  touching  the 
stinging  nettles  that 
are  everywhere.  One 
of  the  guides  uses  a 
machete  to  clear  the  way.  The  thick  mud 
nearly  sucks  off  my  shoes.  After  half  a 
mile  we  reach  a  clearing,  where  Francis 
points  out  elephant  tracks.  I  try  to  tie  my 
shoe  on  what  looks  like  a  big  rock.  It 
turns  out  to  be  a  pile  of  dung. 

We  continue  uphill  for  500  yards.  Sud- 
denly there  is  a  rustling  of 
bamboo,  and  one  gorilla 
appears;  then  another  and 
another.  The  adults  pay  us 
no  heed  and  are  mostly 
interested  in  finding  the 
next  piece  of  roughage. 
But  a  curious  youngster 
comes  right  up  to  us;  he 
gets  so  close  that  the 
guards  hurriedly  tell  us  to 
back  away.  Then  the  goril- 
las disappear  again  into 
the  woods,  leading  us  on  a 
slow- speed  chase  through 
the  dense  foliage  for  half 
an  hour.  Finally  the  family 
settles  down  for  a  midmorning  rest  on  a 
vine-covered  hill.  The  500-pound  silver- 
back,  Guhonda,  sits  15  feet  away.  He 
chews  on  a  bamboo  shoot  and  eyes  us 
with  world-weary  boredom,  as  if  we  were 
tiresome  in-laws.  The  youngsters  somer- 
sault down  the  hill,  some  bouncing  so 
close  to  us  that  we  have  to  jump  out  of 
their  way.  Then,  for  the  briefest  moment,  a 
mother  gorilla  opens  her  arms,  revealing 
her  tiny  baby.  F 
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Blue  Box  Bonanza 


Most  people  don't  think  of  TIFFANY  &  CO.  (46,  TIF)  as  a  bargain  retailer. 
But  thanks  to  a  weakening  greenback,  this  purveyor  of  high-end 
jewelry  and  other  luxury  goods  is  becoming  a  discount  warehouse 
for  oil-rich  Muscovites,  sterling-laden  Londoners,  billionaires  from 
Beijn  and  the  like.  Sales  at  the  company's  Manhattan  flagship  store 
rose  2     last  quarter. 

Weal  Hirists  pump  up  Tiffany's  U.S.  revenues,  but  the  declin- 
ing dollar  i  .'  news  for  the  company  abroad  as  well.  International 
retail  sales,  which  make  up  41%  of  Tiffany's  total, 
now  account  for  half  of  profits.  When  all  those 
other  currencies  are  translated  into  dollars,  there's  a 
big  boost  for  Tiffany.  Other  retailers  may  be 
nervous  about  a  slowdown,  but  not  this  one.  Earn- 
ings for  the  year's  first  three  quarters  rose  64%  to 
$186  million  on  $1 .9  billion  in  sales. 
The  cachet  of  Tiffany's  hallmark  blue  boxes,  notes  CIBC  World 
Markets  analyst  Roxanne  Meyer,  explains  why  the  company's  square 
footage,  sales  and  earnings  are  all  on  the  uptick.  In  2007  Tiffany 
opened  21  stores  around  the  globe,  in  places  like  Singapore,  China, 
Malaysia,  South  Korea  and  Japan.  Same-store  sales  for  the  most 
recent  quarter  were  up  1 1%  worldwide  and  8%  in  the  U.S. 

Tiffany  trades  at  19  times  earnings  over  the  last  12  months.  That's 
below  fellow  high-end  peddlers  Coach  (20)  and  LVMH  Moet  Hennessy 
Louis  Vuitton  (26).  Given  its  international  presence  and  growth  poten- 
tial, Tiffany  is  a  diamond  in  the  fluff.        —Zack  O'Malley  Greenburg 


Heavy  Metal 


Stock  price 


There  is  life  after  asbestos.  It  took  KAISER 
ALUMINUM  (74,  KALU)  four  years  to  get  out 
of  bankruptcy  in  July  2006  after  settling 
enormous  asbestos  liabilities.  As  a 
karmic  payment  for  its  suffering,  the  company  ha 
benefited  from  a  worldwide  boom  in  aluminum  prices. 

Kaiser  sold  off  commodity  businesses  to  become  a  pur 
aluminum  outfit  and  to  expand  capacity.  Earnings  for  th 
nine  months  through  Sept.  30  surged  18%  to  $77  millioi 
on  $1.1  billion  in  sales.  Kaiser  supplies  premium-pricei 
heat-treated  aluminum  to  Boeing  and  Airbus.  This  metal  i 
worth  $3  a  pound,  twice  as  much  as  the  plain  stuff  used  h 
make  Coke  cans. 

Bear  Stearns  analyst  Anthony  B.  Rizzuto  Jr.  think 
Kaiser  can  keep  posting  strong  earnings  growth  ami' 
heavy  demand  for  aircraft  from  Asia,  the  Middle  Eas 
and  Europe  over  the  next  three  to  five  years.  He  als> 
expects  the  company  to  prosper  from  military  order; 
Kaiser  supplies  aluminum  for  things  like  Humvees  an 
mine-resistant  vehicles. 

Kaiser's  price/earnings  multiple  of  17  is  higher  than  the 
of  much  larger  rival  Alcoa  (14).  But  Kaiser  looks  like  the  bet 
ter  bet  since  it  is  focused  on  metalmaking.  Alcoa,  which  ha 
been  distracted  by  its  losing  takeover  bid  for  Alcan  (noi 
part  of  Rio  Tinto),  is  trying  to  shed  peripheral  businesse 
like  consumer  packaging.  — Alex  Davidso 


Hotline 


Competition  might  be  fading  in  Russia's 
politics,  but  it's  every  man  for  himself  in 
the  country's  telecom  sector.  VIMPEL 
COMMUNICATIONS  (38,  VIP),  the  world's  sev- 
enth-largest industry  player,  has  been  trounc- 
ing its  peers.  So  VimpelCom's  American 
Depositary  Receipts  are  up  140%  in  2007. 

Trouble  is,  the  Russian  cell  phone  mar- 
ket is  close  to  saturation,  and  VimpelCom  has  scant  room  I 
raise  prices  before  the  country's  March  presidential  electioi 
Since  inflation  in  Russia  is  running  at  1 1  %  per  year,  the  con 
pany  is  making  less  money  and  can't  do  anything  about  it. 

Meanwhile,  lower-priced  competition  is  muscling  u 
Sweden's  Tele2  and.  Russia's  Sky  Link  have  increased  the 
presence  in  the  region  and  are  likely  to  gain  market  share  t 
charging  less  than  VimpelCom. 

So  far  VimpelCom  has  been  able  to  fend  off  the  compi 
tition.  Sales  for  the  first  nine  months  of  2007  rose  51%  t 
$5.2  billion,  while  net  income  was  up  78%  to  $1.1  billion.  Bi 
Bear  Stearns'  Alexander  Kuznetsov  thinks  that  earnings  w 
take  a  hit  and  that  there  is  little  upside  left  in  VimpelCon 
share  price.  Short  the  stock.  — AJ 
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The  Contrarian  i  David  Dreman 


SEIZE  THE 
DAY 

flHHH|  HOMAS  JEFFERSON  ONCE  SAID  THAT  BANKS  ARE 
more  dangerous  than  standing  armies.  Certainly  with 
Chairman  Alan  Greenspan  at  the  helm  of  the  Federal 
Reserve  this  was  the  case.  Under  his  leadership  the  Fed 
Hi     was  instrumental  in  creating  two  bubbles.  The  dot- 
;om  bubble  of  1995-99  was  followed  by  a  grand  loosening  of 
:redit  that  resulted  in  a  second  bubble,  the  housing  mania  of 
2001-05.  Still,  when  a  bubble  implodes  there  are  always  good 
opportunities  for  folks  who  have  the  courage  to  take  risks. 

The  credit  crisis  has  been  devastating  to  financial  stocks. 
Banks,  hedge  funds  and  real  estate  investment  trusts  have 
ncurred  at  least  800  publicly  revealed  writedowns  of  debt  securi- 
ies  in  the  past  year.  Investors  are  running  in  fear  from  securities 
lacked  by,  or  in  any  way  related  to,  mortgages  or  high-yield 
)onds.  Both  stocks  and  fixed-income  securities  have  been 
nocked  down  to  levels  that  are  cheap  even  with  worst-case 
ssumptions  about  future  defaults. 

You  have  to  choose  carefully  here  because  many  finance 
tocks  will  not  come  back  for  a  long  time,  if  ever.  Avoid  highly 
iveraged  REITs  or  subprime-heavy  institutions  like  Countrywide 
;inancial.  Stay  away  from  smaller  banks,  too:  Their  disclosure  of 
roblem  assets  is  likely  to  be  slower  than  that  of  their  larger 
rethren.  Also  shun  large  brokerage  houses  for  a  while;  they 
kely  have  more  writeoffs  ahead,  given  their  commitments  to 
rivate  equity  firms. 
1  The  safest  plays  are  among  the  big  banks.  Most  of  this  group 
iave  taken  large  reserves  against  their  losses  in  the  various  mort- 
age areas,  hoping  that  the  market  would  reward  them  for  their 
andor.  Wall  Streets  response,  however,  has  usually  been  to  pun- 
:  j;h  the  reserve-takers  with  further  cuts  in  their  stock  prices. 

Perhaps  investors  are  spooked  by  memories  of  the  1990-91 
!  jrisis  in  the  financial  sector,  when  real  estate  losses  were  so  huge 


additions  to  their  capital  bases.  At  the  same  time,  scores  of  sav- 
ings and  loans  were  collapsing  from  ill-considert.  ys  into 
junk  bond  buying  and  construction  lending. 

The  story  is  very  different  today.  Yes,  losses  are  towers  et 
Tier  I  capital— the  core  measure  of  a  bank's  financial  stren^ 
chiefly  shareholders'  equity  (including  that  from  preferred 
shares)— is  not  threatened,  as  was  true  17  years  ago.  While  most 
large  banks  had  lousy  third  quarters,  the  worst  may  well  be  over. 
Bank  of  America  (43,  bac),  Wachovia  (40,  wb),  Citigroup  (31,  c), 
KeyCorp  (23,  KEY)  and  JPMorgasi  Chase  (45,  jpm)  are  five  that 
should  show  good  appreciation  with  time.  While  you  wait  for  a 
stock  market  recovery,  all  pay  above-market  yields.  Bank  of 
America,  KeyCorp  and  Wachovia  pay  6%  oi  belter. 

The  following  two  stocks  are  more  volatile  but  also  provide 
the  prospect  of  significantly  better  returns: 

Washington  Mutual  (15,  WM)  has  been  knocked  down  69% 
from  its  12-month  high  because  of  larger  mortgage  writeoffs 
than  have  been  seen  at  its  peers.  Many  investors  believe  more  bad 
news  is  coming,  although  the  company  has  released  a  detailed 

account  of  problems,  arguing 
that  most  are  known.  The  divi- 
dend has  been  cut  to  4%  but 
likely  will  increase  again  once 
the  current  troubles  are  over. 
After  all  the  pain,  WaMu  can 
still  meet  capital  requirements 
and  ride  out  the  squall. 

Following  stiff  charges,  the 
bank  should  make  $1.00  a 
share  this  year  and  34  cents  in 
2008,  with  earnings  moving  up 
sharply  after  that.  This  is  down 
from  2006's  $3.64,  though 
hardly  a  wipeout.  It  trades  at 
15  times  estimated  2007  earnings. 

Freddie  Mac  (32,  FRE)  has  also  been  badly  hit,  dropping  to  12- 
year  lows.  In  the  current  housing  debacle,  which  may  well  turn 
out  to  be  the  worst  since  the  Great  Depression,  investors  are 
frightened  that  the  mortgage  giant  may  be  understating  losses. 
Many  skeptics  question  its  accounting,  given  its  past  book- 
keeping scandal,  and  fear  that  default  rates  will  rise  significantly 
Not  helping  is  Freddies  surprise  third-quarter  loss  of  $2  billion 
and  its  decision  to  cut  the  dividend.  Federal  regulators  are  mak- 
ing the  company  raise  more  capital,  an  expensive  proposition. 

A  panic  puts  a  magnifying  lens  on  risks,  making  them  look 
much  bigger  than  they  are.  Prime  examples:  Freddie  and  its  sister 
agency,  Fannie  Mae  (see  my  Sept.  3  column).  Freddie  yields  3.1%. 

For  all  my  recommendations  in  this  column,  I  advise 
acquiring  positions  gradually.  Who  knows  how  close  we  are  to 
the  bottom  of  this  very  jumpy  market?  Still,  those  who  buy  bank 
stocks  should  be  well  rewarded  over  the  next  couple  of  years.  F 


The  credit 
mess  brings 
opportunity  in 
beaten-down 
bank  stocks. 
But  the  sector 
is  basically 
sound. 


nat  investors  questioned  the 

)ility  of  some  commercial  IC^J^^^i  David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian 

lanks  to  survive  without 


Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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BOND  ETFs: 

AT  LAST 


fOU  CAN'T  HAVE  MISSED  THE  PROFUSION  OF 
exchange-traded  funds  the  past  few  years.  You  can 
now  buy  a  basket  of  stocks  representing  just  about 
any  broad  index  or  industry  group,  and  get  it  in 
bullish  or  bearish  (short-sale)  versions.  Bonds  and 
preferred  stocks  have  mostly  missed  the  ETF  revolution — until 
very  recently  that  is. 

Several  of  the  newly  minted  bond  ETFs  have  me  humming 
the  Etta  James  blues  song,  "At  Last."  Yes,  at  last,  we  have  bond 
ETFs  that  can  add  diversification,  value  and  maybe  a  little  zing  to 
your  portfolio. 

The  largest  and  most  prolific  ETF  issuers  are  Barclays  Global 
Investors,  State  Street  Global  Advisors,  PowerShares  and 
Vanguard.  All  but  Vanguard  have  recently  launched  ETFs  for 
municipal  bonds,  both  nationwide  and  state-specific  for  New 
York  and  California.  The  one-state  funds  make  sense  for  the 
unfortun      who  live  in  either  of  those  tax-grabbing  locales. 

Expense  ratios  are  low  for  bond  ETFs,  between  0.2%  and  0.3% 
of  assets  per  year  Compare  that  to  the  average  1.1%  for  open-end 
muni  mutual  funds  or  1.2%  for  closed-ends.  As  with  equity  ETFs, 
the  bond  ones  are  traded  throughout  the  day  and  can  be  used  in 
short  sales.  They  all  track  indexes.  They  rarely  trade  at  noticeable 
premiums  or  discounts  to  their  net  asset  value,  a  big  issue  with 
actively  managed  closed-end  funds. 

The  Barclays  entry,  iShares  s&P  National  Municipal  Bond  (101, 
MUB)  follows  the  performance  of  the  Standard  &  Poors  Municipal 
Bond  Index,  which  has  minimum  maturities  of  a  month.  State  Streets 
SPDR  Lehman  Municipal  Bond  (22,  TFl)  has  the  Lehman  Brothers 
Municipal  Index,  covering  those  with  terms  of  at  least  one  year. 
PowerShares  Insured  National  Muni  Bond  (25,  pza)  uses  the 
Merrill  Lynch  Insured  Municipal  Index — as  the  name  implies, 
consisting  solely  of  insured  bonds  (the  Lehman  index,  for  instance, 
has  only  46%  of  its  bonds  insured). 

Since  these  are  so  new,  you  might  want  to 
wait  a  quarter  or  two  before  diving  in.  Study 


their  income  distribution,  bid/ask  spreads,  trading  volumes  an 
total  returns.  Also  check  out  how  well  they  track  their  bencr 
marks.  The  iShares  offering  contains  54  munis  while  the  full  S& 
index  has  3,069.  Note:  Vanguard  has  yet  to  be  heard  from.  Whe 
this  discounter  gets  around  to  offering  a  muni  ETF,  you  can  coui 
on  a  bare-bones  expense  ratio. 

Now  for  a  mea  culpa:  My  one  preferred  stock  recommer 
dation  in  2007  could  not  have  been  worse  if  I  triec 
Countrywide  7%  Preferred  (14,  CFC  B).  This  was  going  for  $2 
when  I  suggested  it  in  the  July  23  issue.  Dump  it.  So  rath* 
than  try  to  cherry-pick  preferred  shares  for  yield,  Id  rather  g 
with  a  financial  ETF. 

If  you  want  to  target  the  financial  sector  on  the  theory  that 
has  seen  the  worst  of  its  subprime  writeoffs  (see  related  co\um\ 
p.  117),  here's  an  ETF  for  you.  The  PowerShares  Financi. 
Preferred  (21,  PGF)  fund  tracks  the  Wachovia  Hybrid  &  Preferre 
Securities  Index,  a  market-cap-weighted  index  of  straigl 
preferreds  from  30  financial  companies.  At  present  the  ETF  yiek 
6.8%  with  an  annual  expense  of  just  0.7%.  Payouts  are  qualifie 

dividend  income,  meanin 
they're  federally  taxed  at  a  15* 
maximum  rate  (through  2010 
If  you  buy  now,  you  ai 
getting  the  benefit  of  a  buyer 
market  for  bank  preferred 
Banks  are  issuing  high-payir 
preferreds  in  order  to  shore  u 
their  capital  and  satisfy  regul; 
tory  requirements.  In  Noven 
ber  Freddie  Mac  issued  a 
8.375%  preferred;  last  Januar 
an  equivalent  Freddie  preferre 
yielded  5.57%.  You  might  wai 
to  wait  on  the  PowerShares  ET 
though.  An  upcoming  spate  of  high-yielding  preferred  issues  ira 
depress  share  prices.  There  should  be  good  buying  opportunitii 
in  the  first  quarter  of  2008. 

If  you  are  adventurous,  try  the  PowerShares  Emerging  Ma 
kets  Sovereign  Debt  (26,  PCY)  ETF,  issued  in  October.  Surl 
emerging  markets  are  volatile  and  sometimes  unpredictable,  bi 
that's  where  the  growth  is.  The  bonds  in  this  basket  are  sovereig 
debts,  presumably  safer  than  these  countries'  corporate  bond 
This  dollar-denominated  ETF  tracks  the  Deutsche  Bank  Emerj 
ing  Markets  U.S.  Dollar  Balanced  Index.  The  largest  holding 
include  government  debt  from  South  Africa,  Uruguay,  Ukrain 
Peru,  Poland  and  Hungry.  The  expense  ratio  is  0.5%,  a  third  tr 
average  for  open-end  emerging  markets  debt  funds. 

The  ETF  market  will  only  get  bigger  and  better  in  its  ran§ 
of  choices.  I'm  not  advising  that  you  sell  bonds  short,  but  tr 
day  is  probably  near  when  you  can  find  an  ETF  that  does  th 
for  you. 


We've  had 
exchange- 
traded  funds 
for  everything 
except  munis 
and  preferreds. 
Finally,  that 
void  is  filled. 


i  Forbes 


Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angele 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen 
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GoldlineResearch 

2008  SELECTIONS 


Wealth 
Managers 


THE  COMPANIES 
SELECTED  EXCEED 
HE  CRITERIA  BELOW 

Exceptional  Client 
References 

10+ Years  Experience 

No  Lawsuits  or 
Grievances 

Signed  Fiduciary  Oath 

Advanced 
Certifications  Held 

Comprehensive  Range 
Wealth  Management 
id  Financial  Planning 
Services  Offered 


Financial  Strategies  Institute 

6955  Union  Park  Center,  Suite  250 
Salt  Lake  City,  UT  84047 
801-316-4100  www.fsiplanners.com 
FSI  focuses  on  investment  education,  tax- 
efficiency  and  specific  investment  strategies, 
and  is  a  leading  provider  of  wealth  and  financial 
services  in  Utah  and  the  Rocky  Mountain  area. 

Integrity  Financial  Solutions 

Wheat  Ridge,  CO  80033 
303-462-2001 

www.ifsweb.com  imoneycoach.com 
A  fee-based  registered  investment  advisor, 
Integrity  Financial  Solutions  coaches  its 
clients  to  develop  and  master  financial  skills 
and  habits. 

Sharkey,  Howes  and  laver 

720  South  Colorado  Boulevard 
Suite  600  South  Tower 
Denver,  CO  80246 
303-639-5100  www.shwj.com 
This  firm's  team  approach  provides  the 
expertise  necessary  to  handle  complex  issues 
and  inspire  confidence.  Their  client-centered 
relationships  go  well  beyond  managing  money. 

ABC  Consultants,  LC 

A  Division  of  Alliance  Benefit  Group 


3200  South  700  East 
Salt  Lake  City,  UT  84106 
801-486-5069  www.consultabg.com 
With  over  27  years  experience,  ABG  Consul- 
tants is  the  wealth,  retirement,  growth  and 
preservation  expert.  ABG  excels  in  personal- 
ized investment  advice  and  custom  corporate 
retirement  plans  across  the  U.S. 

www.themostdependable.com 


Stack  Financial  Management 

2472  Birch  Glen,  Suite  A 
Whitefish,  MT  59937 

800-790-5001  www.investech.com/srm.cfm 
With  a  national  reputation  for  its  "safe.)  tt" 
investment  strategy,  SFM  services  indivi 
clients,  corporations,  trusts,  and  retirement 
plans  throughout  the  United  States. 

The  Wealth  Conservancy,  Inc. 

1525  Spruce  Street,  Suite  300 
Boulder,  CO  80302 

888-440-1919  thewealthconservancy.com 
Offering  TIES'"  (The  Inheritance  Empower- 
ment System),  which,  nationally,  enables 
inheritors  to  thrive  in  spite  of  their  wealth. 

Cornerstone  Financial  , 

1858  East  First  Street 
Idaho  Falls,  ID  83401 
208-529-6643 

www.cornerstonefinancialadvisors.net 
Cornerstone  Financial  Advisors  is  a  leading 
provider  of  wealth  management  services  to 
individuals  and  retirees  throughout  Idaho  and 
the  Rocky  Mountains. 

Peak  Capital  Investment  Services,  LLC 

640  Plaza  Drive,  Suite  120 
Highlands  Ranch,  CO  80129 
303-972-7786  www.peakcapital.com 
Peak  Capital  Investment  Services  provides 
comprehensive  financial  services  to  high  net 
worth  investors  and  companies— solid  advice 
from  an  experienced  team  making  the  right 
moves  with  clients'  retirement  assets. 

Davidson  Investment  Advisors 

8  Third  Street  North 
Great  Falls,  MT  59401 
406-727-6111 

www.davidsoninvestmentadvisors.com 
Davidson  Investment  Advisors  provides 
professional  money  management  to  individual 
investors,  corporations,  foundations  and  trusts. 
They  offer  multiple  investment  styles  to  help 
clients  meet  their  objectives. 

Pinnacor  Financial  Group,  Inc. 

4101  East  Wesley  Avenue,  Suite  1 
Denver,  CO  80222 

303-758-2002  www.pinnacorfinancial.com 
Pinnacor  Financial  Group  offers  personalized 
comprehensive  wealth  management  services 
to  successful  individuals,  families,  business 
owners  and  executives. 


415-892-9400 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research 
process  to  evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria 
above  for  each  of  the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make 
no  specific  comparisons  between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not 
affiliated  with  Forbes"  magazine. 


Forbes  marketplace 


Looking  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 

Direct  Mail  •  Email 

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE  ^j^MM^ 

www.macromarkxom    J^J  3jCYO  Tf^Sflc 


Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 


The  fastest  way 
to  learn  a  language 
Guaranteed! 


ipiomats,  Fo 


by  U.S.  State  Depa 
es  and  millions  of  people  worldwi 


"Stupendous... 

the  juxtaposition  of  text,  sound  and 
picture  was  masterful.  The  quality  of 
both  sound  and  graphics  was  first  rate. " 

-The  Boston  Globe 


Think  in  the  language!  Our  method  is  called  Dynamic  Immersion™  Vivid  photos  and  native 
speakers  help  you  learn  without  translation— just  like  you  learned  your  first  language. 

Speak  immediately!  Start  speaking  in  the  first  lesson  with  our  proprietary  speech 
recognition  technology. 

Enjoy  learning!  Improved  intuitive,  sequential  learning  makes  every  lesson  count  and  builds 
progressively  in  a  fun,  almost  addictive  way. 

Rosetta  Stone  is  available  for  learning:  Arabic  •  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German 
Greek  •  Hebrew  •  Hindi  •  Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese 
Russian  •  Spanish  •  Swahili  •  Swedish  •  Tagalog  •  Thai  •  Turkish  •  Vietnamese  •  Welsh 


Language  Learning  Success™' 


Level  1  NOW  M88.10 

Level  1&2  S&S?  NOW  5305.10 
Level  1.2&3     -$4*?9"     NOW  s449.10 

Use  promotional  code  fbs018  when  ordering: 


(888)  232-8823 
RosettaStone.com/fbs018 


Offer  expires  April  30,  2008. 

©2007  Rosetta  Stone  Ltd.  All  rights  reserved. 


RosettaStone 


January  7,  2008 


For  Marketplace,  call  888-305-68} 
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Exercise  in  exactly  4  minutes  per 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


ME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
id  88%  of  people  who  own  health  club  memberships  do  not 
;ercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
Hieve  for  all  the  people  who  since  1990  have  bought  our 
;cellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
10  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
e  health  benefits  experienced 
jring  that  tryout,  and  the  ROM 
;rformance  score  at  the  end  of 
*ch  4  minute  workout  that  tells  the 
ory  of  health  and  fitness 
lprovement.  At  under  20  cents  per 
;e,  the  4  minute  ROM  exercise  is 
e  least  expensive  full  body 
>mplete  exercise  a  person  can  do. 
j)w  do  we  know  that  it  is  under  20 
fnts  per  use?  Over  90%  of  ROM 
achines  go  to  private  homes,  but 
p  have  a  few  that  are  in  commercial 
e  for  over  12  years  and  they  have 
idured  over  80,000  uses  each, 
thout  need  of  repair  or  overhaul, 
e  ROM  4  minute  workout  is  for 
ople  from  10  to  over  100  years  old 
d  highly  trained  athletes  as  well. 


The  ROM  adapts  its  resistance  every  second  during  the  workout 
to  exactly  match  the  user's  ability  to  perform  work.  It  balances 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 
Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 
Reading  the  ROM  literature  and  reluctantly  understanding  it. 
Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 
Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  m:od. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shar  . 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 

10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


1. 
2. 
3. 
4. 
5. 


Order  a  FREE  DVD  or  video  from  vvvvw.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 


iuary  7,  2008 


For  Marketplace,  call  888-305-6830 
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Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


OREGON  OCEAN 
VIEW  PROPERTY 


Master  Plan  Approved 

1,000  Units 

Commercial 

Co,    ie  Site  on  Property 

One  1 1     From  Bandon 

Dunes  Go:?  Course 

553  Acres 


Qualified  buyers  c  :        Mr.  Koss  at: 
loneranchintc  -  t.net 
or  visit:  www.lone       h  com 

A  Property  of  Rio  Tintc  ; 


Forbe 

MARKETPIACE 

For  Advertising  Contact: 

Lisa  Lazansky 

Custom  Solutions  Media 

1-888-305-6830 


1 

| 

■ 

60-80% 

OFF  RETAIL 


NEVADA  CORPORATION 

Garry  Jones,  Esq. 


\re\ou  Getting  Married.' 
^^Worried  about  financial  issu 
1  Contact  our  office  now  to 
*   learn  how  to  protect  >our 
sole  &  separate  propertv 


■ 


(800)  640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 

Trusted  Since  1992 


NEVTNI  (  UtMELl  h 
K\..\l\l\\\ll<>\ 


For  a  private  consultation  please  ( 

949-623-8596 


87%  NET  PROFIT 

Our  program  is  simple  yet 
brilliant!  We  ensure  your 
success  by  spending  a  week 
with  you  in  your  area  where  it 
counts.  Exclusive  territories, 
low  overhead,  exceptional 
profit  margin  $250,000  profit 
potential  first  year  is  no 
exaggeration.  $12,900 
investment  normally  recovered 
in  the  first  30  days. 
Call:  1-877-808-0800 


BEEN  BURNED 

Dispute?  Owed  Money?  Bei 
Taken  Advantage  of  on  an  ii 

vestment  or  business  deal? 

Ready  to  take  action  and  b 
compensated?  Don't  put  got 

money  after  bad. 
No  cost  unless  we  get  result 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


Forbes 

Stock  Market  Course 


The  Forbes  Stock  Market  Course  is  an  easy-to 
read  common  sense  guide  to  building  wealth.  It  is 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage  of  a  special  price  of  just  $99. 9i 
(save  $50  off  the  regular  $149.95  price.) 


Go  to  www.forbesstockmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator 
a  special  savings  code  of  SMC07 


January  7,  2008 


For  Marketplace,  call  888-305-681 
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LIFE  INSURANCE  ALERT  FOR  SENIOR 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 
72  year-old  female:  $750,000  , 
Cash  offer:  $165,000 
78  year-old  male:  $1,200,000  policy 
Cash  offer:  $408,000 
83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  55 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-556-9393,  ext.  101 
or  visit  us  online  at  www.insure.com. 


Instant  quotes  from  over  100  companies 
Life  •  Auto  •  Health  •  Home  •  and  More! 


Insute.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 
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Date  of  birth  (MM/DD/YY) 


Coverage 
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NOTE  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements. "  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www  naic.org  This  message  and  offer  is  void  where  prohibited  by  law.  Insure  com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
commissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors  Copyright  ©  1984-2007  lnsure.com.  Inc.  All  rights  reserved.  CA  agent  #0A13858, 
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On  the  Business  of  Life 


sthe-  market's  wild  plunge  the  start  of  a  long  downer?  For  several  months — in  some  cases,  years — 
a  Wivrtber  of  prognosticators  have  been  predicting  a  stock  market  collapse,  and  they  are  having  a 
JUL*  b  L-told-you-so-ing.  But  before  Black  Thursday-Friday  no  one  expected  such  a  spectacular  send 
dowr  ow  now?  There  will  be  a  slide  for  a  while,  with  some  Up  days  among  the  Downs.  But  if  you  are  not 
a  t  >;  not  a  gambler,  not  highly  leveraged,  not  in  immediate  need  of  cash,  you  are  better  staying  put  in 
the  market.  Selling  most  stocks  now  will  be  less  wise  than  buying.  —MALCOLM  FORBES  (1986) 


The  future  is  no  place  to  place  your 
better  days. 

—DAVE  MATTHEWS 


The  future?  Like  unwritten  books  and 
unborn  children,  you  don't  talk  about  it. 

—DIETRICH  FISCHER-DIESKAU 


There  are  certain  moments  when  we 
might  wish  the  future  were  built  by  men 
of  the  past. 

— JEAN  ROSTAND 


The  future  is  called  "perhaps,"  which  is  the 
only  possible  thing  to  call  the  future.  And 
the  important  thing  is  not  to  allow  that  to 
scare  you. 

—TENNESSEE  WILLIAMS 


Prophi.       the  most  gratuitous  form 
of  error. 

—GEORGE  ELIOT 


Wall  Street  index.  :ted  nine  out  of 

the  last  five  recession. 

—PA:  SAMUELSON 


The  best  way  to  predict  the  ful . 
invent  it. 

—ALAN  LY 


It  is  difficult  to  predict,  especially  the 
future. 

—NIELS  BOHR 


There  is  always  one  moment 

in  childhood  when  the  door  opens 

and  lets  the  future  in. 

—GRAHAM  GREENE 


/  never  think  of  the  future.  It  comes  soon 
enough. 

—ALBERT  EINSTEIN 


The  more  unpredictable  the  world 
becomes,  the  more  we  rely  on  predictions. 

—STEVE  RIVKIN 


The  future  is  much  like  the  present, 
only  longer. 

—DAN  QUISENBERRY 


Most  of  our  future  lies  ahead. 

—DENNY  KRUM 


We  not  only  romanticize  the  future; 
we  have  also  made  it  into  a  growth 
industry,  a  parlor  game  and  a  disaster 
movie  all  at  the  same  time. 

—EUGENE  KENNEDY 

The  future,  according  to  some  scientists, 
will  be  exactly  like  the  past,  only  far  more 
expensive. 

—JOHN  SLADEK 


Never  make  predictions,  especially  about 
the  future. 

—CASEY  STENGEL 


There's  a  broad  with  a  big  future 
behind  her. 

—CONSTANCE  BENNETT 


My  future  starts  when  I  wake  up  every 
morning.  Every  day  I  find  something 
creative  to  do  with  my  life. 

—MILES  DAVIS 


A  Text ... 


For  we  must  needs  die,  and  are  as 
water  spilt  on  the  ground,  which 
cannot  be  gathered  up  again. 

—II  SAMUEL  14:14 


Sent  in  by  Jimmy  Echols,  Alto,  Ga. 
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PROFITABILITY  ANALYSIS:  DARK  CASTLE  ENTERTAINMENT 


WHITE  KNUCKLE,  EDGE  OF  YOUR  SEAT, 
SPILL-THE-POPCORN  PROFIT. 


Numbers  never  tell  the  whole  story.  Which  is  why  CIT  looked  at  Joel  Silver  and  focused  on  his 
ability  to  turn  out  profitable  films  like  Gothika  and  Romeo  Must  Die,  and  blockbuster  franchises 
like  Lethal  Weapon,  Die  Hard  and  The  Matrix  Trilogy.  To  help  maintain  his  streak  we  structured 
and  underwrote  $220  million  in  financing  -  a  deal  that  gave  him  empowerment  to  greenlight 
his  own  projects  and  maintain  ownership  over  his  films  through  Dark  Castle  Entertainment. 
How  did  we  do  it?  By  bringing  together  a  group  of  true,  movie-savvy  financial  backers  who 
saw  the  same  potential  in  Dark  Castle  that  we  did.  The  fact  is,  that's  our  specialty  at  CIT,  seeing 
potential  and  creating  partnerships,  relationships  and  customized  financial  solutions  that  ensure 
Isuccess.  To  find  out  more,  visit  cit.com.  CAPITAL  REDEFINED 


CiT 


CORPORATE  FINANCE         TRANSPORTATION  FINANCE        TRADE  FINANCE         VENDOR  FINANCE         CONSUMER  &  SMALL  BUSINESS  LENDING 

P>2007  CIT  Group  Inc..  the  CIT  logo,  and  "Capital  Redefined"  are  service  marks  or  registered  service  marks  of  CIT  Group  Inc. 


According  to  Forrester  Research,  more  than  half  the  enterprise 
companies  in  North  America  and  Europe  rely  on  Dell 
for  notebook  and  desktop  computers. 

Who  do  you  rely  on? 

-How  Enterprise  Buyers  Rate  Their  PC  Suppliers  And  What  It 
Means  For  Future  Purchases,  Forrester,  November  2007. 


GET  YOUR  FREE  COPY  OF  FORRESTER'S  REPORT  AT 

DELL.COM/Numberone 


Actual  Forrester  quote:  "Dell  Is  clearly  the  No.  1  enterprise  desktop  and  laptop  supplier."  Survey  question:  "From  which  vendor 
did  you  purchase  desktops  in  the  last  12  months?"  Base:  565  PC  decision-makers  at  North  American  and  European  Enterprises. 
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500-horsepower  V-10 
0-60  in  4.8  seconds  , 
Redline  8250  rpm 


The  apple  in  a  modern-day  Eden. 


*  'If 


Introducing  the  new  BMW  M6  Coupe.  As  your  eyes  glide  along  the  designed  interior.  Anticipation  builds  around  the  asymmetric N 
tempting  contours  of  the  carbon  fiber  roof  and  sleek  exterior  lines,  all  and  in  a  mere  4.8  seconds,  you  realize  you  aren't  the  driver  bi 
will  power  begins  to  melt.  Your  excitement  starts  to  fill  the  spaciously    missing  piece  of  the  puzzle.  Revelation.  Crafted  at  BMW  M. 

©2008  BMW  of  North  America,  LLC.  The  BMW  name,  model  names  and  logo  are  registered  trademarks. 


Better  investment  research  can  mean  better  results 


Knowledge 


'  iuiiiiiiiliii ii . 1. 1  u in  i.iii         |    Proven  performance  at  home  and  abroad  p—BMMM 

Average  annual  total  returns  as  of  9/30/07 

Domestic  Stock  Funds1  1  Year        5  Year  lOYear/li 


Fidelity  Export  and  Multinational  Fund  (FEXPX)  Expense  Ratio:  0.82% 

21.48% 

19.72% 

11.45' 

Fidelity  Independence  Fund  (FDFFX)  Expense  Ratio:  0.87% 

32.33% 

18.62% 

9.61°/ 

Fidelity  Growth  Discovery  Fund2  (FDSVX)  Expense  Ratio:  0.81% 

29.53% 

15.91% 

8.16°/ 

International  Stock  Funds3 

1  Year 

5  Year 

10Year/L 

Fidelity  Canada  Fund  (FICDX)  Expense  Ratio:  1 .00% 

38.94% 

31.11% 

14.83 

Fidelity  International  Discovery  Fund4  (FIGRX)  Expense  Ratio:  1.09% 

31.52% 

25.59% 

11.78c 

Performance  data  shown  represents  past  performance  and  is  no  guarantee  of  future  results.  Investment  retui 
and  principal  value  will  fluctuate,  so  you  may  have  a  gain  or  loss  when  shares  are  sold.  Current  performana 
be  higher  or  lower  than  that  quoted.  Visit  Fidelity.com/performance  for  most  recent  month-end  performan< 


1  Stock  values  fluctuate  based  on  activities  of  individual  companies  and  market  conditions. 

2  Fidelity  Growth  Discovery  Fund  inception  date  is  3/31/98.  Prior  to  February  1,  2007,  the  fund  operated  under  certain  different  investmer 
cies,  and  compared  its  performance  to  a  different  benchmark.  The  fund's  historical  performance  may  not  represent  its  current  investment  f 

'  Foreign  securities  are  subject  to  interest  rate,  currency  exchange  rate,  economic,  and  political  risks  and  risk  is  elevated  for  funds  that  fc 
single  country  or  region. 

H  Prior  to  October  1,  2004,  International  Discover)'  Fund  operated  under  certain  different  investment  policies.  Accordingly,  the  fund's  hi: 
performance  may  not  represent  its  current  investment  policies. 

Funds  that  charge  a  short-term  trading  fee  are  as  follows  (fee  basis  points  —  davs  shares  held  less  than):  Export  and  Multinational  Fun 
(0.75%  —  30);  Canada  Fund  (1.50%  —  90);  International  Discovery  Fund  (L00%  —  30). 


s  Power. 


More  than  900  investment  professionals  in  25  countries. 

We  know  how  daunting  it  can  be  to  find  the  right  investments.  That's  where 
Fidelity's  research  and  money  management  skills  can  give  you  an  edge. 

Tap  our  expertise  any  time  and  any  way  you  want. 

You  can  access  Fidelity  online,  over  the  phone,  or  in  person  at  one  of  our 
119  Investor  Centers. 

Put  our  strong  line-up  of  stock  funds  to  work  for  your  IRA. 

Call  866.458.9982  or  visit  Fidelity.com/knowledge 


Smart  move! 


?fore  investing,  consider  the  fund's  investment  objectives,  risks,  charges, 
id  expenses.  Contact  Fidelity  for  a  prospectus  containing  this  information. 
?ad  it  carefully. 

Ity  Brokerage  Services,  Member  NYSE,  SIPC  481080.3 
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We  are  convinced  that  without  freedom  of  action,  there  can  be  no  ambition.  As  a 
worldwide  leader  in  consulting,  technology  services  and  outsourcing,  we  help  you 
to  transform  your  energies  into  tangible  results.  To  move  forward.  And  because  your 
problem  is  unique,  the  solution  will  be  too:  we  work  together  to  find  the  best  answer 
for  you.  We  call  this  way  of  working  together  the  Collaborative  Business  Experience®. 
What  we're  known  for.  It  brings  greater  flexibility,  reactivity  and  creativity,  qualities  that 
determine  your  performance. 

Visit  us  at  www.us.capgemini.com 
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Pop  culture  used  to  start  in  the  West  and  spread  to  the  rest 
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providing  cost-of-ownership  information  to  the  auto 
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See  our  listing  of  the  Best  Luxury  Cars. 
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Trading  Frenzy 

UNTIL  A  THIRD  OF  A  CENTURY  AGO  THE  NEW  YORK  STOCK 
Exchange  rigged  prices.  The  commission,  for  instance,  on  a 
100-share  order  of  a  $50  stock  was  $65.  Then  the  feds  mandated 
competition. 

The  liberated  investor  gave  rise  to  a  discount  brokerage  indus- 
try at  the  same  time  that  technology  made  possible  an  explosion  in 
trading.  Whatever  they  lost  in  price  the  brokers  more  than  made  up 
in  volume.  Witness  that  most  frenzied  (and  now  most  valuable)  of 
exchanges,  the  Chicago 
Merc.  In  her  portrait  of 
CME  on  page  64,  Emily 
Lambert  notes  that  it 
handles  $5  trillion  of  con- 
tracts a  day.  You  can't  do 
that  with  open  outcry 
and  a  stack  of  paper  cer- 
tificates. Progress! 

Or  is  it?  Here's  a 
Luddite  view:  Cheap 
trading  has  made  us 
worse  off.  Savers  might  be  more  prosperous  if  trading  were 
difficult  and  expensive.  Then  they  would  be  forced  to  buy 
and  hold. 

The  Ned  Ludd  of  legend  wanted  to  smash  the  power  looms 
that  were  putting  hand  weavers  out  of  business.  Had  he  suc- 
ceeded, he  would  have  lowered  living  standards.  That's  because 
a  cheap  shirt  is  an  end  in  itself;  it  allows  us  to  dress  better. 
Trading  is  a  different  sort  of  economic  good,  just  a  means  to  an 
end.  That  end  is  the  sound  investment  of  saved  dollars.  A  certain 
amount  of  trading  makes  the  deployment  of  capital  efficient. 
More  doesn't  make  it  any  better. 

If  penny-a-share  commissions  made  us  better  off,  volatility 
would  be  low,  capital  would  not  be  going  into  stupid  startups  or 
bad  mortgages  and  we  would  all  have  day-traded  our  way  to 
early  retirement. 

Nowadays  hedge  funds  pick  up  where  the  individual  traders 
leave  off.  You  have,  say,  two  pension  funds,  customers  of  two  dif- 
ferent quant  managers,  duking  it  out  inside  a  computer.  One  is 
buying,  the  other  selling.  The  winner  will  cough  up  a  fifth  of  its 
profits  to  the  hedge  fund  operator.  The  loser  will  lick  its  wounds. 
How  can  this  fury  of  trading  make  pension  funds  collectively 
better  off? 

Since  1980  the  economy  has  somewhat  better  than  doubled  in 
real  terms.  But  brokers  have  managed  to  increase  their  take,  mostiy 
in  the  form  of  commissions  and  net  interest,  by  a  factor  of  six.  That 
is,  they  have  tripled  their  slice  of  the  economic  pie. 

Lets  go  back  to  trading  under  a  buttonwood  tree. 


Editor 
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Horse  Sense 


As  a  wild  horse  researcher  and  advocate, 
I  take  exception  to  Emily  Lamberts  arti- 
cle "Wild  Horse  Trading"  (Jan.  7,  p.  75), 
which  insinuates  that  Richard  Littleton 
conned  people  into  purchasing  Kiger 
mustangs  for  personal  profit.  Littleton  is 
certainly  not  alone  in  valuing  horses 
with  colonial  Spanish  genes  and  appear- 
ance; efforts  to  identify  and  save  such 
horses  began  in  the  1940s.  Kiger 
mustangs  are  in  fact  recognized  as  one  of  the  few  remaining  populations  with 
Spanish  characteristics  in  North  America. 

The  most  valuable  Kiger  horse  is  worth  a  pittance  compared  with  the  show 
and  racehorses  that  fetch  millions  of  dollars.  Yet  Littleton  is  castigated  for 
making  $50,000  in  his  best  year?  Without  the  appreciation  of  advocates  like 
Littleton  these  surplus  wild  horses  would  often  end  up  as  pet  food. 

IRENE  CASTLE  MCLAUGHLIN 
Cambridge,  Mass. 


Blind  Trust 


Requiring  disclosure  isn't  the  answer  to 
our  dysfunctional  campaign  laws  ("Fact 
and  Comment,"  Dec.  24,  2007,  p.  23). 
How  can  we  say  campaign  contributors 
have  no  right  to  privacy  while  at  the  same 
time  we  make  it  difficult  for  the  govern- 
ment to  listen  in  on  potential  terrorists? 

Instead  of  disclosure,  we  should 
require  donations  to  be  kept  secret  using 
a  blind  trust  system,  so  a  candidate 
could  not  know  the  amount  contributed 
by  any  particular  donor.  Under  this 
system  political  influence  could  neither 
be  bought  nor  sold. 

DENNIS  L.  CANFIELD 
Western  Springs,  III. 

Second  Opinion 

forbes'  article  "Medicine  Man"  (Oct.  29, 
2007,  p.  88)  alleges  that  I,  as  the  ceo  of 
Abaxis,  "thought  the  company  had  de- 
frauded investors"  during  its  ipo.  forbes 
misconstrues  a  comment  in  which  I  in- 
structed employees  to  comply  with  the  25- 
day  "quiet  period"  following  the  ipo.  But 
this  is  no  evidence  of  securities  fraud.  The 
disclosures  in  the  offering  materials  and 
the  road  show  were  truthful  and  complete, 


describing  the  products  and  investment 
risks.  Company  and  underwriters'  coun- 
sel reviewed  the  statements  made  and  all 
involved  took  our  legal  duties  seriously. 

RICHARD  LEUTE 
Abaxis  founder  and  former  CEO 
Los  Altos,  Calif. 

Neutron  Wary 

Being  an  expat  American,  I  wanted  to 
comment  on  "Toyota's  MPG  Game" 
(Dec.  24,  2007,  p.  100).  Mr.  Huber's 
comment  that  Japan  can  generate 
nuclear  power  "abundantly,  cheaply  and 
reliably"  flies  in  the  face  of  reality.  This 
archipelago  is  earthquake  prone,  and 
the  nuclear  regulatory  agency  appears 
to  be  unable  to  maintain  a  reasonable 
level  of  safety.  After  the  recent  earth- 
quake a  plant  released  water  into  the 
environment  without  notifying  the 
local  residents.  Can  you  imagine  such  a 
thing  occurring  in  Europe  or  the  U.S.? 

PAUL  CANOSA 
Shizuoka,  Japan 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
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IT'S  EASIER  THAN  EVER  TO  RUN  A  WEB  MEETING 

When  you  need  to  get  your  team  together,  you  shouldn't  have  to  run  around  downloading  applications 
and  figuring  out  which  call-in  line  is  available.  You  should  be  able  to  get  a  meeting  up  and  running  and 
then  share,  chat,  whiteboard,  guestion,  discuss— even  see  each  other  over  your  web  cams— all  with  a 
single  click.  That's  why  there's  INTERCALL  WEB  MEETING,  the  simplest  way  to  run  meetings  online. 


f)  InterCail 


Get  a  running  start  with  a  trial  of  InterCail  Web  Meeting  at  www.intercall.com/run 
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Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 
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Bush's  Big  Boo-Boo 


THE  DUMBEST,  MOST  DESTRUCTIVE  ECONOMIC  POLICY  OF  THE 
Bush  Administration  has  been  its  weak-dollar  position — letting 
the  dollar  slide  in  value  against  the  euro,  the  yen,  the  pound  and 
gold.  The  repeatedly  disproved  theory  in  operation  here  is  that 
cheapening  your  currency  will  improve  your  trade  balance  and 
that  an  improved  trade  balance  makes  your  economy  stronger 
and  wealthier.  Put  aside  the  meaninglessness  of  the  trade  balance 
as  a  measure  of  economic  health  or  sickness — the  U.S.,  after  all, 
has  had  a  trade  deficit  with  the  rest  of  the  world  for  350  years  out 
of  the  last  400.  A  weak-currency  policy 
has  disastrous  economic  and  political 
consequences — most  immediately,  our 
tumultuous  equity  markets. 

Look  at  what's  happened  since  the 
Federal  Reserve  began  creating  excess 
money  in  2004.  The  already  booming 
housing  market  was,  in  effect,  shot  up  with 
steroids  as  lending  standards  were  lowered 
to  put  all  the  excess  liquidity  to  work  We 
are  still  feeling  the  effects  of  the  subprime 
mortgage  crisis,  as  banks  tighten  up  on 
lending  (they  don't  even  want  to  lend  to  each  other,  which  tells  you 
something),  which  in  turn  has  sharply  slowed  the  economy. 

Banks  themselves  engaged  in  a  binge  of  creating  off-balance- 
sheet  structures,  most  notably  with  so-called  SIVs  (structured 
investment  vehicles).  The  idea  was  that  you  could  generate  juicy 
fees  packaging  subprime  mortgages  and  could  finance  them  with 
commercial  paper  and  not  have  to  set  capital  aside.  Voila!  Returns 
on  capital  blossomed!  Now  many  of  these  institutions  are  scram- 
bling for  infusions  of  capital  from  Asia  and  the  Middle  East,  as  cir- 
cumstances force  them  to  put  these  bizarre,  loss-laden  vehicles 
back  on  their  balance  sheets.  The  banks'  behavior  is  inexcusable. 
But,  as  with  bartenders  who  continue  to  ply  drunken  patrons  with 
drinks,  the  Federal  Reserve  bears  a  heavy  responsibility  for  creating 
loads  of  excess  capital  in  the  first  place  and  the  Bush  White  House 
for  winking  and  nodding  while  the  dollar  was  being  debased. 

The  geopolitical  fallout  from  the  weak  dollar  is  all  around  us: 
Terrorist  Iran  gets  massive  windfalls  for  its  oil;  ditto  Venezuela 


President  Kennedy  meeting  with  economic  advisers 
Unlike  Bush,  JFK  actively  defended  the  dollar. 


under  its  wounded  but  still  reigning  lunatic,  Hugo  Chavez;  Russia 
becomes  more  truculently  anti-American  with  each  uptick  in  the 
price  of  oil;  so-called  sovereign  funds  buy  up  U.S.  corporate  assets 
at  fire-sale  prices;  China,  which  outsourced  its  monetary  policy 
to  the  Fed  in  the  mid-1990s  when  it  tied  the  yuan  to  the  green- 
back, now  faces  increasingly  destabilizing  inflation;  and  oil-lack- 
ing developing  countries,  many  of  them  fledgling  democracies, 
are  being  hit  with  potentially  destabilizing  economic  squeezes. 
The  prices  of  oil  and  other  commodities  are  surging  primarily 
because  of  the  weak  dollar.  Between  mid- 
2003  and  the  beginning  of  2008  oil  has 
zoomed  from  $25  a  barrel  to  almost  $100. 
Real  demand  in  oil  didn't  suddenly  mas- 
sively increase  to  justify  a  nearly  fourfold 
rise  in  price.  The  best  indicator  of  infla- 
tion is  gold.  In  this  same  time  period  the 
yellow  metal  has  zoomed  from  around 
$350  an  ounce  to  more  than  $800  an 
ounce.  More  than  $50  of  the  per-barrel 
price  of  oil  today  comes  from  inflation 
and  the  speculation  that  inflation  induces. 
President  Bush  should  promptly  reverse  the  government's 
destructive  course  by  boldly  declaring  that  the  U.S.  will  now 
actively  support  the  integrity  of  its  currency  (see  Current  Events, 
p.  25).  Bush  aides  might  say  that  the  President  is  no  economist 
and  must  therefore  rely  on  advice  from  the  Treasury  Department 
and  the  Federal  Reserve,  even  if  it  is  manifestly  misguided. 

John  Kennedy  was  no  economist  either,  yet  he  didn't  hesitate 
to  declare  that  the  dollar  should  be  as  good  as  gold.  Bill  Clinton 
was  no  economist,  but  he  understood  that  a  weak  dollar  and  the 
ensuing  inflation  it  begets  destroyed  Jimmy  Carters  presidency. 
Ronald  Reagan  actually  did  study  economics,  and  he  was  willing 
to  pay  a  severe  but,  thankfully,  short-term  political  price  to  break 
the  inflation  fever  gripping  the  country  in  the  early  1980s. 

If  President  Bush  is  too  befuddled  or  fearful  to  act  now  to 
shore  up  the  dollar,  the  markets  will  force  him  to  do  so  fairly 
soon.  It  would  be  better  to  act  ahead  of  events  than  to  be  seen 
responding  to  them  defensively  and  belatedly. 


Poisoned  Bulbs 


THE  IDIOCIES  EMANATING  FROM  CONGRESS  HAVE  MADE  ITS 
popularity  ratings  even  worse  than  those  of  the  current  White 
House  occupant.  The  latest  example:  Our  national  legislators  are 
banning  traditional  incandescent  light  bulbs,  which  were  invented 
by  Thomas  Edison  more  than  120  years  ago.  By  2014  these  bulbs 
will  be  illegal.  Instead,  we'll  be  coerced  into  paying  six  to  eight 


times  the  price  of  incandescents  for  supposedly  more  "efficient" 
compact  fluorescent  light  bulbs  (CFLs)  that  last  longer  and  con- 
sume less  electricity.  Well,  if  CFLs  are  so  great,  why  do  we  need  a 
law  to  force  us  to  buy  em?  Why  can't  politicians  set  aside  their 
Nanny  Bloombergesque  dispositions  and  let  the  markets  work? 
But  there's  a  more  immediate  problem:  Each  CFL  bulb  con- 
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Fact  and  Comment 


tains  about  5  milligrams  of  mercury,  a 
highly  toxic  and  indestructible  sub- 
stance. It's  like  bulbs  with  asbestos. 
Billions  of  these  bulbs  will  be  every- 
where. If  one  drops  and  breaks,  you've 
got  a  problem,  especially  if  you  have 
small  kids  or  pets  roaming  around. 

Here's  a  harbinger  of  the  crisis  to 
come  from  an  item  in  Investor's  Business 
Daily.  "According  to  an  article  in  the  Apr. 
12,  2007  issue  of  the  Ellsworth  [Me.] 
American,  [Brandy]  Bridges  was  installing 
one  in  her  daughters  bedroom  when  it 
dropped  on  the  floor  and  shattered.  Luck- 
ily, Brandy  knew  CFLs  contained  mercury 
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Thomas  Edison  penned  this  note1  to  FORBES 
founder,  B.C.  Forbes,  about  the  legend  of  how  his 
anger  at  the  gas  company  spurred  him  to  invent 
the  incandescent  light  bulb. 


r 


and  called  the  store  where  she  bought  hers 
for  advice.  She  was  advised  to  call  the  Poi- 
son Control  hotline,  which  in  turn  directed 
her  to  the  Maine  Department  of  Environ- 
mental Protection.  DEP  showed  up  and 
found  that  mercury  levels  in  her  daughter's 
room  were  six  times  the  state's  safe'  level. 
The  DEP  specialist  gave  her  a  'low-ball'  es- 
timate of  $2,000  to  clean  up  the  room." 

Think  about  the  challenge  of  dispos- 
ing of  all  this  mercury  when  the  bulbs 
ultimately  burn  out. 

Too  bad  Edison  isn't  around  to 
invent  a  suitable  punishment  for  the 
dim  bulbs  who  passed  this  legislation. 


Safer  Skies 


ONE  OF  THE  FEW  PIECES  OF  POSITIVE  NEWS  CONCERNING  OUR 
crisis-plagued  airline  industry  is  that — many  years  late — Washing- 
ton has  finally  raised  the  mandatory  retirement  age  for  commercial 
pilots  to  65  from  60.  Virtually  every  other  nation  in  the  world  beat  us 
to  the  punch  on  this  one.  In  fact,  if  Congress  hadn't  enacted  special 
legislation,  which  the  President  signed  last  month,  the  retirement 
age  would  have  remained  at  60  for  the  foreseeable  future.  Incredibly, 
the  Federal  Aviation  Administration — a  dysfunctional  government 
entity — said  it  would  take  up  to  two  years  to  rewrite  the  retirement 
regulations  it  had  arbitrarily  invoked  back  in  the  late  1950s. 

This  move  is  right,  morally  and  practically.  Pilots  are  in  short 
supply,  and  to  keep  forcing  these  experienced  hands  to  retire  was 


harmfully  capricious.  Some  3,000  pilots  reach  the  age  of  60  each 
year;  more  than  half  are  now  expected  to  stay  on,  as  long  as  they 
continue  to  pass  their  frequent  physicals  and  regular  piloting  exams. 

There  is,  however,  one  more  thing  Congress  could  do  on  this 
front:  work  out  a  deal  for  those  pilots  who  turned  60  before  this  leg- 
islation was  enacted  and  are  not  yet  65.  As  things  stand,  they  cannot 
reclaim  their  jobs  or  seniority  if  they  want  to  go  back  to  work. 
Under  current  rules  these  individuals  would  be  treated  as  spank- 
ing-new hires  instead  of  the  seasoned  veterans  they  are.  It's  no  sur- 
prise that  a  number  of  them  are  signing  up  for  foreign  airlines 
instead  of  domestic  ones.  Why  not  let  them  work  for  our  carriers, 
with  their  seniority  intact,  as  long  as  they  pass  those  vital  exams? 


Unnerving  But  Necessary 


Aftershock:  What  to  Do  When  the  Doctor  Gives  You — or 
Someone  You  Love — a  Devastating  Diagnosis — by  Jessie 
Gruman,  Ph.D.  (Walker  &  Co.,  $16.95).  Here's  a  book  you  are  not 
going  to  want  to  read  but  can't  live  without.  You,  a  relative  or  a 
close  friend  is  going  to  need  it.  Amazingly,  even 
though  tens  of  millions  of  us  will  be  given  a  ghastly 
medical  diagnosis  during  our  lifetimes — cancer,  heart 
disease,  MS,  among  others — there's  very  little  compre- 
hensive, easy-to-access  information  on  what  to  do 
once  we're  given  that  bad  news. 

Between  the  ages  of  20  and  50  Gruman  received 
such  grim  news  four  times — three  for  various  forms  of 
cancer  and  one  for  a  serious  heart  ailment.  Each  time 
she  was  thrown  into  emotional  turmoil,  feeling  as  if 
she'd  been  "drop-kicked  into  a  foreign  country"  where 
the  occupants  spoke  a  strange  language.  Gruman  sensibly  and 
courageously  decided  to  put  together  this  book,  based  on  her  expe- 
riences and  those  of  more  than  250  interviewees  who  had  been 
given  devastating  diagnoses  or  were  health  care  professionals. 


Aftershock 


Gruman  presents  a  host  of  potential  situations.  She  carefully  walks 
you  through  the  steps  you  should  take,  particularly  those  during 
the  first  48  hours,  when  you  are  reeling.  Key  among  them  is  not 
to  panic  and  not  to  rush  into  making  decisions  about  treatment. 

If  a  quick  decision  is  really  required,  you'll  most  likely 
 be  hospitalized.  Otherwise,  you  have  time  to  get  the  es- 
sential second  opinion  and  to  learn  about  the  adequacy 
of  your  hospital  and  credibility  of  your  doctor  or  doc- 
tors. For  most  illnesses  there  is  no  single  set  treatment. 

We  also  must  recognize  that  not  all  physicians  and 
medical  institutions  are  up  to  speed  on  all  serious  ill- 
nesses. Even  if  you're  diagnosed  with  something  that's 
currendy  incurable,  there  are  things  that  can  be  done, 
including  steps  to  reduce  discomfort. 

Each  of  us  is  different.  Some  will  want  to  involve 
family  and  friends;  others  may  want,  for  the  most  part,  to  get 
their  treatments  alone.  Especially  helpful  are  the  book's  appen- 
dixes on  everything  from  finding  the  right  doctors  and  hospitals 
to  handling  your  finances.  F 


mat  lo  Do 
When  the  Docto 
Gives  You  - 
or  Someone 
You  Lort-- 
a  Deroslfttmjt 
Qietnotis 


1  '"In  substance  its  true,  I  was  paying  a  sheriff  $5  a  day  to  postpone  a  judgement  on  my  small  factory.  Then  came  the  gas  man  and  he  cut  off  my  gas.  That 
made  me  so  mad  that  read  up  gas  Technique  &  Economics  and  decided  I  would  try  if  electricity  couldn't  be  made  to  replace  gas  and  give  them  a  run  for 
their  money  and  I  stuck  to  it  for  4  years  but  I  was  so  poor  an  economist  that  I  didn't  hurt  them  at  all  except  lately— 40  years— Edison." 
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*Tpyota  vehicles  and  components  are  built  using  U.S.,  and  globally  sourced  parts.  ©2008 


CAN  A  PICKUP 
GIVE  2,000 
PEOPLE  A  LIFT? 

It's  a  question  that  keeps  us  thinking  at 
Toyota.  It's  also  the  inspiration  behind  our 
belief  in  building  automobiles  where  people  drive  them*  One  example:  the  new  Toyota 
Tundra  plant  in  San  Antonio,  TX.  It  not  only  employs  2,000  people  but  will  also  inject 
thousands  of  other  new  jobs  into  the  area.  It's  something  that  happens  around  all  of 
our  operations  across  America.  And  can  give  a  lift  to  an  entire  community. 


WHY  NOT? 


oyota.com/whynot 


Comments 


Only  that  day  dawns  to  which  we  are  awake. 

—HENRY  DAVID  THOREAU 


Spreading  Democracy  These  are  hard  days  for 

democracy.  That  is  not  a  reason  for  giving  up  on  it.  It  is  a  reason 
for  the  prudent  acceptance  and  nurturing  of  local  variants,  how- 
ever imperfect. 

—CHARLES  KRAUTHAMMER,  Washington  Post 

At  Our  Peril  In  the  no-penalty  wonderland  of  confer- 
ence diplomacy,  it  would  appear  Kim  Jong-il  can  blow  us  off 
whenever  he  wants — confident  we'll  always  shuffle  back  to  the 
table.  During  the  six-party  talks,  North  Korea  continued  to  amass 
plutonium  for  weapons.  Over  those  same  years,  Pyongyang  went 
from  hinting  it  had  nuclear  weapons  to  explicitly  declaring  it  pos- 
sessed nukes,  to  test-blasting  a  nuclear  weapon.  Viewed  without 
illusion,  these  vaunted  denuclearization  talks  with  North  Korea 
have  in  practice  provided  diplomatic  cover  for  Pyongyang  to 
achieve  its  long-desired  status  as  a  nuclear  weapons  state.  And,  by 
the  way,  any  American  official  who  thinks  Kim  Jong-il  wouldn't 
dare  sell  his  nuclear  wares  abroad  is  off  in  a  dream  world. 

—NICHOLAS  EBERSTADT,  American  Enterprise  Institute, 

USA  Today 

Big  Picture  Whatever  happens  in  the  next  year  or  two,  the 
U.S.  will  remain  a  leader  in  the  technological  revolution — a  revo- 
lution no  less  significant  than  the  Industrial  Revolution.  This  time, 
the  shift  is  taking  place  between  manufacturing  and  information 
technologies.  But  it's  important  to  be  careful  about  what  that  dis- 
placement means.  Total  industrial  output  will  keep  increasing,  even 
excluding  high  tech.  In  fact,  it  hit  an  all-time  high  for  the  U.S.  in 
2007.  But  it  represents  an  ever  smaller  share  of  total  output  and  an 
ever  smaller  share  of  jobs.  The  same  thing  happened  during  the 
Industrial  Revolution,  when  farm  output  soared,  prices  for  food  fell 
and  the  share  of  workers  in  that  sector  kept  falling. 

Prices  for  IT  hardware  and  services  are  down  90%  from  20  years 


l>   O  O  V  t 


"Would  you  like  to  see  the  top  on  Google  Earth?" 


ago.  In  the  past  10  years,  the  price  of  personal  computing  power 
is  down  more  than  90%.  Meanwhile,  the  production  of  computers 
and  peripheral  equipment  is  up  275%  and  the  production  of  semi- 
conductors and  related  equipment  production  is  up  almost  1500%. 

The  high-tech  revolution  and  the  Industrial  Revolution  are 
two  variations  of  an  even  longer-term  productivity  trend  that 
ultimately  has  its  source  in  the  true  economic  fundamentals  of 
our  advanced  civilization:  property  rights,  free  and  enforceable 
contracts,  the  rule  of  law,  and  a  self-restrained  population  capable 
of  extending  these  bedrock  foundations  of  capitalism  into  the 
future.  When  those  attributes  are  in  place  good  things  happen 
despite  the  ebb  and  flow  of  various  business  cycles. 

—BRIAN  WESBURY  and  ROBERT  STEIN,  First  Trust  Advisors 

Yearning  to  Breathe  Free  The  best  way  to  reduce 

pressure  on  the  border  is  by  providing  legal  ways  for  people  to  come 
and  work.  With  the  Bracero  guest- worker  program  of  the  1950s, 
illegal  entries  from  Mexico  declined  to  a  trickle.  A  similar  program 
today  could  have  much  the  same  effect,  while  serving  our  home- 
land security  and  economic  interests.  On  balance,  the  evidence  shows 
that  immigrants  are  still  an  asset  to  the  U.S. 

—  Wall  Street  Journal 

Bright  Idea?  [Compact  fluorescent  light  bulbs]  pose  a 
nightmare  if  they  break  and  require  special  disposal  procedures. 
Consider  the  procedure  offered  by  the  Maine  Department  of 
Environmental  Protection's  Web  page  entitled,  "What  if  I  acciden- 
tally break  a  fluorescent  bulb  in  my  home?"  Don't  vacuum  bulb 
debris  because  a  standard  vacuum  will  spread  mercury-containing 
dust  throughout  the  area  and  contaminate  the  vacuum.  Ventilate 
the  area  and  reduce  the  temperature.  Wear  protective  equipment 
like  goggles,  coveralls  and  a  dust  mask.  Collect  the  waste  material 
into  an  airtight  container.  Pat  the  area  with  the  sticky  side  of  tape. 
Wipe  with  a  damp  cloth.  Finally,  check  with  local  authorities  to 
see  where  hazardous  waste  may  be  properly  disposed. 

The  only  step  the  Maine  DEP  left  off  was  the  final  one — hope 
you  did  a  good  enough  clean-up  so  that  you,  your  family  and  pets 
aren't  poisoned  by  any  mercury  inadvertently  dispersed  or  missed. 
This,  of  course,  assumes  that  people  are  even  aware  that  breaking 
CFLs  entails  special  clean-up  procedures  in  the  first  place. 

—STEVEN  MILLOY,  publisher,  JunkScience.com, 

Washington  Times 

Intermittent  Insanity  A  Russian  psychiatric  board 
ordered  an  opponent  of  President  Vladimir  Putin  detained  a  day 
before  a  planned  demonstration.  The  board  placed  Artem  Basy- 
rov  in  a  mental  institution  where  he  was  held  in  an  isolation  ward 
for  almost  three  weeks.  Basyrov  is  one  of  several  opponents  of 
Putin  who  have  been  recently  forced  into  mental  hospitals. 

—CHARLES  OLIVER,  Reason.com  F 
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ARE  ONCE  AGAIN  BROUGHTTO  LIFE 
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Current  Events 


By  David  Malpass,  Chief  economist, 

BEAR,  STEARNS  &  CO.  INC. 


A  No-Lame-Duck  Growth  Agenda 


ALL  EXPECTATIONS  ARE  THAT  THE  U.S.  WILL  MAKE  LITTLE  PROGRESS 
on  economic  policy  in  2008.  Dancing  in  Congress'  head  are  visions 
of  tax  hikes  and  earmarks — and  bigger  Democratic  majorities  in  2009 
to  pursue  them.  The  Bush  Administration  lacks  economic  vision 
and  energy,  and  "Lame  Duck"  is  writ  large  across  the  White  House. 

It  doesn't  have  to  be  this  way.  The  executive  branch  has  im- 
mense power,  even  during  a  legislative  stalemate,  and  some  eco- 
nomic issues  are  ripe  for  progress. 

The  dollar  could  be  strengthened  easily,  which  would  draw 
capital  into  the  U.S.  and  improve  our  economic  prospects  and 
reputation.  Tax  policy  is  in  such  shambles  that  growth  ideas 
might  be  heard — at  a  minimum,  they'd  fill  the  vacuum. 

There's  an  opportunity  in  2008  to  propose  a  more  growth  - 
oriented  international  economic  policy.  Since  immigration  from 
Mexico  is  such  a  giant  political  and  social  issue,  why  aren't  we 
spending  as  much  time  encouraging  Mexico's  growth  as  we  are  dis- 
couraging China's?  The  Administration  should  declare  the  U.S. 
firmly  in  favor  of  higher  living  standards  abroad  and  use  clearer 
tools  to  measure  and  evaluate  progress.  We  need  a  candid  appraisal 
of  past  failures  in  our  foreign  aid  programs  and  a  sweeping  growth- 
oriented  revision  of  the  IMF's  austerity  mind-set.  In  order  to  grow 
fast,  developing  countries  need  stable  currencies,  lower  tax  rates 
and  freer  trade,  yet  U.S.  policies  routinely  push  the  other  way. 

This  is  as  good  a  year  as  any — lame  duck  or  not — to  relaunch 
the  proposal  to  fund  Social  Security  with  personal  accounts.  Had 
this  been  passed  in  2005,  we'd  be  in  the  third  year  of  compounding 
gains.  Federal  employees  all  get  personal  accounts  for  their  retire- 


ment. Even  states  and  municipalities  are  joining  corporations  in 
funding  their  retirement  systems.  Yet  Washington  leaves  Social 
Security  to  forever  be  a  pay-as-you-go  system,  spending  all  the  tax 
money  and  keeping  the  Social  Security  liability  100%  unfunded. 

Washington  can't  solve  the  health  care  problem  in  2008,  but  it  could 
make  clear — through  thick  studies,  academic  seminars,  press  confer- 
ences, hearings,  legislative  proposals— the  dysfunctionality  of  a  sys- 
tem in  which  employers,  not  individuals,  get  the  tax  deduction  for  health 
insurance.  Can  a  society  be  capitalist  and  free  market  when  health  care 
is  corporatist,  with  no  direct  connection  between  costs  and  benefits? 

This  should  be  the  year  that  Washington  stops  using  the  "per- 
sonal saving  rate" — the  monthly  feel-bad  number  giving  the  world 
the  false  impression  that  America  is  broke.  An  obsolete  definition 
of  income  is  used  that  doesn't  properly  count  pensions,  home 
equity,  retirement  accounts  and  capital  gains.  Therefore,  the  num- 
ber has  no  relationship  to  actual  savings.  Savings  are  better  meas- 
ured by  the  Fed's  quarterly  survey  of  bank  accounts,  stocks,  life 
insurance,  pensions  and  debt,  which  shows,  as  one  would  expect,  ro- 
bust financial  accumulations  from  America's  hard  work  and  freedom. 

Whatever  the  scientific  merits,  global  warming  has  become 
the  political  law  of  the  land  and  is  generating  the  biggest  windfalls 
in  decades  in  lobbying  fees,  corporate  welfare,  research  grants  and 
earmarks.  Without  any  checks  and  balances  the  cost  of  stanching 
carbon  dioxide  will  be  practically  unlimited.  Maybe  it's  time 
(once  in  a  blue  moon)  for  a  high-level  bipartisan  commission — 
televised  and  transparent — to  review  the  science,  the  costs  and 
the  regulatory  processes,  taking  into  account  the  national  interest. 


Top  Resolutions  for  2008:  the  Dollar  and  Taxes 


STRENGTHENING  THE  DOLLAR  WOULD  BE  THE  EASIEST  START- 
ing  point  for  a  2008  no-lame-duck  turnaround  in  U.S.  growth. 
Currency  markets  have  bet  heavily  on  dollar  weakness,  providing 
an  open  invitation  for  contrarian  investors  and  policymakers.  The 
market's  assumption  is  that  the  Administration  likes  the  weak 
dollar  and  that  the  Fed  will  keep  ignoring  the  dollar  as  it  cuts  rates. 

The  weak  dollar  is  causing  inflation,  high  oil  prices  and  a  faster 
buildup  of  wealth  abroad  than  in  the  U.S.  Reversing  this  trend  would 
draw  capital  back  to  the  U.S.,  relieving  the  funding  shortages  in  mort- 
gage markets,  speeding  a  housing  recovery  and  slowing  inflation. 

It  would  be  powerful,  sensible  and  market-shocking  if  the  Pres- 
ident were  to  say  he's  concerned  about  the  dollar's  weakness,  would 
like  it  stronger  and  will  look  into  ways  to  strengthen  it  through  his 
Treasury  Department.  There'd  be  no  more  lame-duck  jokes  from 


Wall  Street.  The  President  could  even  invite  views  from  the  nor- 
mally unhelpful  G7 — the  group  of  industrialized  countries  rues 
dollar  instability,  but  the  U.S.  has  been  squelching  its  commentary. 

This  year  should  also  be  filled  with  Administration  proposals 
to  reform  and  simplify  taxes,  cut  the  corporate  tax  rate,  extend 
expiring  tax  cuts  and  index  capital  gains  taxes  for  inflation.  At  the 
end  of  2007  Congress  extended  the  inflation  patch  for  the  alterna- 
tive minimum  tax,  without  raising  other  taxes  to  pay  for  it.  Using 
the  same  legislative  process,  the  AMT  fix  should  be  made  perma- 
nent in  2008  and  then  be  used  as  a  pro-growth  precedent  to  make 
permanent  the  Bush  tax  rates  that  extend  only  through  2010. 

Happy  New  Year.  May  2008  bring  a  stronger  dollar,  lower  oil  prices, 
more  jobs,  a  tax  reform  agenda  and  a  President-elect  with  growth 
policies  honed  by  stiff  competition  from  a  2008  growth  agenda.  F 
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David  Malpass,  chief  economist,  Bear,  Stearns  &  Co.  Inc.;  Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew, 
minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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The  Siemens  answer:  Efficient  energy  supply. 


Finding  answers  to  climate  change  is  one  of  the  greatest  challenges  of  the  21  st  century.  And  energy  efficien 
plays  a  key  role.  Our  innovations  efficiently  generate,  transmit  and  distribute  the  power  we  need  while  drastic 
reducing  C02  emissions.  Sustainable  and  affordable  electricity-it's  good  for  the  environment  and  good  for  til 
people  who  depend  on  it  to  power  their  lives,  www.siemens.com/answers 


Answers  for  the  environment. 
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Populism's  Phony  Innocence 


OUTSPENT  15-TO-l  IN  THE  RECENT  IOWA  AND  NEW  HAMPSHIRE 
campaigns  by  the  centimillionaire  Mitt  Romney,  Mike  Huckabee 
can't  be  blamed  for  playing  the  populist  card.  In  1980  Ronald 
Reagan  played  the  populist  card,  too.  Reagan  ran  as  the  man  of 
Main  Street  against  the  Big  Business  candidacies  of  John  Con- 
nally  (who  would  set  a  record  for  the  most  campaign  dollars 
spent  to  win  Republican  convention  delegates — just  one,  in  Con- 
nally's  case)  and  George  H.W.  Bush. 

It's  one  thing  to  play  the  populist  outsider  card.  It's  quite 
another — and  a  big  mistake  in  America — to  play  the  class  card. 
Reagan  played  the  first  but  not  the  second.  Huckabee  is  playing 
both.  The  class  card  will  be  Huckabee's  ruin. 

Huckabee  makes  much  of  his  humble  roots.  His  father  was  a 
fireman  and  a  mechanic,  his  mother  a  clerk.  His  degrees  are  from 
tiny  Ouachita  Baptist  University  and  the  Southwestern  Baptist 
Theological  Seminary.  Similarly,  Reagan,  according  to 
Wikipedia,  "was  born  in  an  apartment  above  the  local  bank 
building  in  Tampico,  111.,  on  Feb.  6,  1911  to  John  (Jack)  Reagan 
and  Nelle  Wilson  Reagan.  [The]  family  briefly  lived  in  several 
Illinois  towns,  including  Monmouth,  Galesburg  and  Chicago, 
until  1919,  when  they  returned  to  Tampico  and  lived  above  the 
H.C.  Pitney  Variety  Store."  Huckabee's  father,  poorly  paid  though 
he  was,  at  least  kept  his  jobs.  Reagan's  father  battled  the  bottle  and 
struggled  to  stay  employed  at  all.  Thus  the  reason  the  Reagans 
moved  from  town  to  town  during  Ronald  Reagan's  youth. 

But  Reagan  never  played  on  his  lowly  roots  for  pity.  Huck- 
abee does.  Whether  prodded  by  new  campaign  chairman  Ed 
Rollins  or  from  genuine  grievance  or  (my  guess)  an  exalted  view 
of  religious  innocence,  Huckabee  distorts  facts  and  misquotes  his 
opponents  along  class  lines. 

For  example,  The  Weekly  Standard  recently  caught  Huckabee 
shamelessly  rewording  a  Bush  White  House  official's  quote:  "One 
'Republican  muckety-muck,'  as  Huckabee  called  the  unfortunate 
former  Bush  aide  Dan  Bartlett,  'made  the  comment  that  nobody 
would  ever  elect  a  guy  with  the  last  name  Huckabee.  It  was  a 
name  that  sounded  too  much  like  a  hick.'  Bartlett  didn't  quite  say 
that — he  actually  praised  Huckabee  as  'the  most  visionary'  candi- 
date while  noting  that  he  had  the  'negativity  of  something  he 
can't  change  like  his  given  last  name.'  Huckabee  says  he  doesn't 
care  about  what  Bartlett  said.  But  plainly  he  does.  'To  me,'  he  tells 
the  rally  in  Marshalltown  [Iowa],  'Huckabee  sounds  like  an  old- 
fashioned,  hard-working  family  that  believes  that  if  you  work  real 
hard  in  this  country  you  can  get  somewhere.  If  that  doesn't  mean 
anything  anymore,  then  the  Founding  Fathers  were  wrong.  But  I 
don't  believe  that.  I  believe  they  were  right.  I  think  you  are  worth 
as  much  as  anyone  else.'" 


At  first  blush  you  might  agree  with  Huckabee's  invocation  of 
the  Founding  Fathers.  Emotionally,  I  did.  Then  I  parsed  his 
words  and  thought  about  them  more.  They  don't  sound  so  good 
on  reflection. 

The  Secret  of  Productivity  and  Prosperity 

Huckabee's  problem  sentence  is  this:  "If  you  work  real  hard  in 
this  country  you  can  get  somewhere."  But  when  has  reward  for 
"hard  work"  ever  been  guaranteed?  By  the  Founders,  Adam 
Smith  or  anyone  else?  I  can  go  down  to  OSH  hardware  today  and 
buy  a  shovel  and  for  the  next  20  years  break  my  back  digging 
holes.  That  would  be,  in  Huckabee's  words,  real  hard  work. 
Would  it  be  "smart"  work?  Clearly  not. 

The  21st-century  economy  rewards  hard  work,  all  right.  But 
it  must  be  smart,  productive  work.  Hard  smart  work  will  always 
trump  hard  dumb  work.  This  is  a  good  development  in  human 
progress,  don't  you  think?  Better  yet — unless  you  see  the  world  as 
Huckabee  or  the  even  angrier  left-wing  populist  John  Edwards 
do — an  hour  of  productive  work  in  today's  economy  can  trump  a 
whole  day,  a  whole  week  or  even  a  whole  year  of  dumb  work  in 
the  shovel  economy.  I  see  that  as  cause  for  celebration!  Who 
wants  to  break  his  back? 

If  Huckabee  says  he  agrees,  he's  dissembling.  For  what  causes 
productivity  to  rise  and  smart  work  to  happen  is  capital  and 
creativity.  I  don't  know  Huckabee's  views  on  creativity,  but  his 
views  on  capital  accumulation  and  investment  are  not  friendly. 
He  calls  the  Club  for  Growth,  which  argues  for  low  taxes  on  cap- 
ital investment,  the  Club  for  Greed. 

This  brings  us  back  to  Ronald  Reagan.  His  brand  of  populism, 
unlike  Huckabee's,  was  inclusive.  Deep  down,  Reagan  believed 
that  America  offered  bountiful  opportunity  for  the  average  man 
when  government  lightened  its  grip  and  allowed  the  magic  of 
human  creativity  and  capital  investment  to  work.  He  believed  in 
both  good  and  evil  but,  on  balance,  thought  free  human  beings 
were  inclined  toward  good  and  became  better  the  freer  they  were. 

Huckabee  is  the  sort  of  religious  person  who  believes  in 
"fallen  man."  Left  alone,  fallen  man's  efforts  to  improve  his  lot  will 
lead  him  away  from  Eden.  Thus,  in  Huckabee's  view,  accumulat- 
ing more  capital  than  one  immediately  needs  is  not  evidence  of 
discipline,  deferred  gratification  and  wise  investment  for  future 
growth  and  productivity;  it  is  evidence  of  greed. 

This  type  of  populism  pegs  investors  as  fallen.  The  humble 
Huckabees  of  the  world  are  the  innocents  who  never  left  Eden.  F 
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But  They  Still  Top  Death 

A  new  academic  study  argues  that  family  limited  partner- 
ships are  based  on  "myths"  and  really  not  worth  the 
trouble.  Writing  in  the  University  of  Memphis  Law 
Review,  Katherine  D.  Black,  Stephen  T.  Black  and  Michael 
D.  Black  say  the  popular  estate  planning  tool  can  beget 
family  discord,  limited  management  flexibility,  successful 
IRS  challenges  of  claimed  valuation  discounts,  higher 
taxes  and  "potential  malpractice  liability"  for  estate  plan- 
ners who  don't  know  all  the  complicated  rules.  Conclu- 
sion: "flps  are  not  what  they  appear  to  be."        — W.P.B. 


Informer  

INFORMER@FORBES.COM 

Soldier  of  Misfortune 

Retired  NATO  commander  Wesley  K.  Clark  left  last 
month  as  Summit  Global  Logistics  chairman  follow- 
ing a  one-year  stint  that  saw  the  East  Rutherford,  N.J. 
shipping  concerns  stock  fall  60%  as  its  losses  rose 
10,000%.  An  ill-fated  corporate  buying  spree  fueled 
by  $163  million  of  debt  and  equity  financing 
boosted  revenues,  but  not  as  much  as  expenses, 
prompting  a  default.  Clark,  once  a  presiden- 
tial candidate,  had  headed  the  investment 
bank  arranging  the  initial  financing.  In 
2006  he  resigned  as  a  director  of  Viaspace 
after  just  two  weeks  amid  sharp  questions 
about  high-pressure  penny-stock  promo- 
tions on  its  behalf  over  the  Internet.  The 
Pasadena,  Calif,  defense  contractor  denied 
at  the  time  any  involvement  in  the  hard  sell. 
Routed:  Wesley  Clark.  —Bernard  Condon 

Problems  With  a  Cell 

In  four  months  split-adjusted  shares  of  what  is  now  Global 
Roaming  Distribution  have  risen  1 1,000%  to  a  recent  $2.75  for  a 
$450  million  market  cap.  The  Miami,  Fla.  company's  filings  show 
nil  revenue,  losses,  few  employees  and  just  $250,000  in  share- 
holder equity.  First  called  Burgers  by  Farfour  and  then  Fabulous 
Fritas  Corp.,  the  firm  exited  the  food  biz  to  become  Common- 
cache,  a  Web  back-up  outfit.  When  that  line  of  work  also  faltered, 
the  current  name  was  adopted  after  a  reverse  merger  last  fall  with 
Freecom,  a  startup  cell  phone  firm  sporting  a  stated  goal  to  "be 
the  leading  low-cost  roaming  network  worldwide" — even  though 
its  last  premerger  balance  sheet  listed  just  $7,000  in  cash.  A 
Global  rep  offered  no  authoritative  explanation  for  the  rocketing 
stock  performance.  —  William  P.  Barrett 

Possible  Source  of  That  Backing? 

Internet  entrepreneur  turned  venture  capitalist  Scott  A.  Walchek 
is  disputing  an  Internal  Revenue  Service  claim  that  he  and  his 


wife  used  a  sham  tax  shelter  to  generate  what  looks  like  $149  mil- 
lion in  potential  phony  losses.  In  four  U.S.  Tax  Court  lawsuits 
Walchek  insists  the  complicated  option  transactions  in  2000  with 
AIG  units,  which  generated  the  huge  paper  losses,  were  a  legiti- 
mate attempt  to  hedge  a  volatile  position  in  Inktomi  Corp.  stock. 
Walchek,  of  Danville,  Calif.,  cofounded  early  e-commerce  outfit 
C2B,  which  Inktomi  bought  for  shares  in  1998.  It  isn't  clear  from 
court  papers  how  much  of  the  loss  was  used  to  shield  gains  from 
later  Inktomi  stock  sales.  More  recently  Walchek  has  been  a 
backer  of  Chinese  Internet  search  company  Baidu.com  and 
document  sharing  startup  Docstoc.com.  — Janet  Novack 

No  SEC  Press  Release  Issued  Here 

A  Washington  federal  judge  says  the  Securities  &  Exchange 
Commission  legal  team  litigating  a  civil  fraud  case  against 
three  executives  of  failed  dot-com  PurchasePro  acted  in  an 
"extremely  questionable  manner"  by  stalling  immunity  deals 
for  witnesses  whose  deposition  testimony  might  have  helped 
the  defendants.  Judge  Gladys  Kessler  agreed  SEC  lawyers — led, 
filings  say,  by  David  Gottesman — didn't  want  to  give  an  evi- 
dentiary road  map  to  one  defendant,  PurchasePro  boss  Charles 
Johnson  Jr.,  simultaneously  standing  trial  on  criminal  charges. 
While  ruling  for  the  SEC,  Kessler  wrote  neither  it  nor  the  U.S. 
Justice  Department  "dealt  straightforwardly,  candidly  and  in 
good  faith."  The  feds  declined  comment.     —Asher  Hawkins 


E-Brey 


Watch  what  you  buy  on  the  Internet,  these  fresh  electronic-commerce  criminal  cases  suggest.  — J.N. 


DEFENDANT  |  LOCATION 

ALLEGATIONS  INCLUDE  SELLING  ... 

STATUS 

Eric  N.  Barber  |  Milwaukee,  Wis. 

knockoff  factory-management  software 

awaiting  sentencing 

Donald  G.  Fondrie  |  Vass,  N.C. 

imitation  brand-name  golf  clubs 

pleaded  not  guilty 

Angela  Hamblin  |  New  York,  N.Y. 

fake  original  works  of  noted  painters 

charged,  no  plea  yet 

Tibor  Liska|  New  York,  N.Y. 

"herbal"  sex  stimulant  that's  really  Viagra 

pleaded  not  guilty 

Alan  M.  Ralsky  |  Detroit,  Mich. 

stock  in  dubious  Chinese  companies 

indicted,  no  plea  yet'\^\* 

Todd  Richard  |  Atlanta,  Ga. 

phony  Cisco  computer  components 

awaiting  sentencing 

Arthur  Vanmoor  |  Miami,  Fla. 

cancer  cures  with  no  medical  basis 

pleaded  not  guilty  '  | 

Gilbert  Vartanian  |  Sacramento,  Calif. 

counterfeit  Rolex  watches,  sports  tickets 

prison  for  2  years 

Jared  R.  Wheat  |  Atlanta,  Ga. 

"Canadian"  drugs  manufactured  in  Belize 

pleaded  not  guilty 
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Ordinary  is:  I  Extraordinary  is: 

seeing  seeing  around 
behind  you.  you. 


available  Around  View  Monitor  composes  four  images  from  four  cameras  to  create  the  on-screen 
ure.  Therefore,  full  360-degreeviewing  may  not  be  possible  and  blind  spots  may  occur. 


I  N  F  I  N  I  T  I 


By  Tim  Harford,  Financial  Times  columnist  and  author,  The  Logic  of  Life-.  The  Rational  Economics  of  an 

Irrational  World  (Random  House,  $26). 

In  Praise  of  Joe  Schmoe 

The  man  in  the  street  is  smarter  than  he  looks. 


POLITICIANS  WILL  TELL  YOU 
that  they  want  to  take  power  away 
from  the  government  and  give  it 
back  to  ordinary  people.  The 
statement  is  usually  premised  on 
the  idea  that  government  is 
wasteful  and  incompetent. 

I  agree,  but  that  leaves  out 
the  strongest  and  more  inter- 
esting part  of  the  argument.  I 
believe  that  ordinary  people 
make  surprisingly  rational 
decisions.  I  don't  mean  to  con- 
jure up  the  usual  cliches  about 
the  ingenuity  of  private  enter- 
prise. I'm  thinking  about  the 
hard  cases:  We  smoke,  we're 
fat  and  we  run  up  too  much 
debt.  Where  is  the  everyday 
common  sense  in  that?  No 
wonder  it  is  so  easy  to  scare 

up  a  story  about  how  we  need  to  be  protected  from  ourselves. 

But  we  economists  believe  that  people  are  rational  in  the 
most  unexpected  situations — juvenile  delinquents  deciding  on 
a  robbery;  alcoholics  weighing  the  appeal  of  one  more  for  the 
road;  teenage  girls  wondering  just  how  far  to  go  with  their 
boyfriends. 

Armed  with  ever  better  data,  huge  social  experiments  and 
even  a  brain  scanner  or  two,  economists  have  assembled  the 
evidence  to  back  up  this  view  of  Joe  Schmoe  as  an  underappre- 
ciated thinker. 

Steven  Levitt,  the  coauthor  of  Freakonomics,  produced  an 
ingenious  piece  of  data  detective  work  to  show  that  juvenile 
criminals  keep  a  close  eye  on  the  risk  of  punishment.  The 
research,  published  in  the  Journal  of  Political  Economy  in  1998, 
compared  the  adult  and  juvenile  penal  systems  across  different 
states.  Professor  Levitt  showed  that  young  men  dramatically 
cleaned  up  their  act  on  the  day  they  reached  the  age  of  majority, 
which  would  be  the  day  they  began  risking  harsher  sentences. 

In  a  perhaps  more  surprising  discovery,  two  researchers, 
Jonathan  Klick  and  Thomas  Stratmann,  used  a  similar  statistical 
technique  to  show  that  different  rules  for  teenage  abortions 
altered  the  incentives  for  teenagers  to  take  care  with  their  sexual 
behavior.  The  more  restrictive  the  law,  the  more  careful  they 
seemed  to  be.  (This  research  is  to  be  published  this  spring  in  the 


People  are  rational  in  the  mos 
unexpected  situations,  like 
 drinking,  crime  and  sex  


Journal  of  Law,  Economics,  and 
Organization.) 

Most  astonishing  of  all  is 
the  evidence  on  liquor  taxes 
and  alcoholism.  It  will  be  no 
surprise  to  hear  that  higher 
alcohol  taxes  encourage  peo- 
ple to  cut  back  on  drinking, 
but  it  is  a  shock,  and  true,  that 
alcoholics  respond  to  high 
alcohol  prices  more  than  mod- 
erate drinkers.  (The  evidence, 
gathered  by  Philip  Cook  and 
George  Tauchen,  comes  from 
medical  records:  liquor  taxes 
up,  total  liquor  consumption 
down  a  little,  liver  damage — a 
symptom  of  alcohol  abuse — 
down  a  lot.)  That's  logical:  The 
alcoholic,  who  consumes  more 
alcohol  than  the  average  citi- 
zen, responds  more  to  its  price.  The  statistics  imply  that  people 
in  the  grip  of  a  debilitating  addiction  still  have  the  ability  to 
make  rational  choices. 

The  Cook-Tauchen  study  is  a  classic,  published  in  1982,  but 
it  has  been  reinforced  by  similar  research.  One  recent  example 
is  a  working  paper  published  in  2004  by  Michael  Grossman  of 
the  City  University  of  New  York.  He  found  that  high  school 
smoking,  binge  drinking  and  marijuana  use  are  highly  respon- 
sive to  the  price  of  the  vices  in  question. 

In  the  Philippines  economist  Dean  Karlan  recently  per- 
suaded a  small  rural  bank  to  offer  a  special  kind  of  savings 
account,  one  that  would  not  allow  withdrawals  until  a  certain 
date  or  sum  of  money  had  been  reached.  He  surveyed  the  bank's 
customers  and  found  that  the  women  who  embraced  the  new 
type  of  account  were  also  the  ones  who  had  a  self-control  prob- 
lem. They  knew  their  own  weakness  and  took  action,  success- 
fully, as  it  turned  out,  since  the  special  accounts  substantially 
improved  savings. 

None  of  this  is  to  say  that  we're  100%  Mr.  Spock  and  0% 
Homer  Simpson.  We  all  make  mistakes,  and  there  are  economists 
who  make  a  career  of  duping  students  into  being  idiots  in  the 
research  lab.  But  the  evidence  is  mounting  that  we  are  not  such 
dupes  when  taken  out  of  the  laboratory  and  given  the  same  tricky 
choices  in  realistic  settings.  F 
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At  Infiniti,  we  anticipate  that  you  will  constantly  be  surrounded  by  things  you'll  need  to  avoid.  That's 
why  we  created  the  world's  first  Around  View  Monitor.  The  innovation  of  the  RearView  Monitor 
taken  to  a  higher  level.  With  four  cameras,  it's  an  unprecedented  advancement  that  offers  a 
virtually  360-degree  perspective  on  the  world.  Now  parking  is  as  easy  and  as  intuitive  as  driving. 
You  won't  find  the  Around  View  Monitor  on  an  ordinary  luxury  crossover  vehicle,  but  you  will  find 
it  on  a  very  extraordinary  one.  The  all-new  Infiniti  EX.  To  learn  more,  visit  lnfiniti.com/EX. 
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Treating 
Melanoma 


Melanoma  survivor  Edward  Watson. 


Last  October  we  profiled  compounds 
being  tried  as  treatments  for  melanoma, 
the  deadly  skin  cancer  that  can  quickly 
spread  through  the  body.  Test  results 
have  been  disappointing  since.  In 
December  ipilimumab  failed  to  shrink 


tumors  in  more  than  10%  of  melanoma 
patients,  missing  the  goal  of  makers 
Medarex  and  Bristol-Myers  Squibb  in  a 
155-patient  trial. 

Medarex  and  Bristol-Myers  still  plan 
to  seek  approval  for  the  compound  early 
this  year.  The  companies  claim  that  in 
three  combined  studies  (including  the 
155-patient  trial),  ipilimumab  shrank 
advanced  melanoma  tumors  in  5%  to 
15%  of  patients. 

Details  from  the  studies  won't  be 
released  until  June,  and  shares  of 
Medarex  have  dropped  24%  since  the 
December  announcement.  Larger  trials 
that  may  clarify  the  drug's  benefit  are 
continuing. 

A  week  after  that  drug's  results  a 
gene-targeted  melanoma  drug  from 
Array  BioPharma  and  AstraZeneca 
fizzled  in  a  midstage  trial.  In  a  test  on 
180  patients  the  drug  was  no  better  at 
delaying  melanoma  progression  than 
chemotherapy 


Array  shares  are  down  26%  since  the 
news  was  announced.  AstraZeneca  is 
considering  combining  the  drug  with 
chemotherapy. 

—Robert  Langreth 

JUNE  18,  2007 

Gene  Scanners 

Last  June  we  predicted  a  deluge  of  new 
gene  findings  would  soon  arrive,  thanks 
to  technological  advances  that  allow 
researchers  to  scan  thousands  of  points  on 
the  genome  simultaneously. 

Since  our  story  ran,  the  floodgate  has 
opened.  Gene  researchers  have  pin- 
pointed new  gene  variants  involved  in  at 
least  nine  diseases,  including  heart  dis- 
ease, glaucoma,  rheumatoid  arthritis  and 
amyotrophic  lateral  sclerosis  (Lou 
Gehrig's  disease). 

Additionally,  scientists  at  Massachusetts 
General  Hospital  recently  discovered  an 
unusual  flaw  on  chromosome  16  that  can 
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Scanning  for  genetic  flaws. 


dramatically  boost  the  risk  of  autism. 

The  gene  findings  are  possible  thanks 
to  new  DNA  chips  from  biotech  firms 
Affymetrix  and  Illumina.  Illumina  shares 
jumped  55%  in  2007. 

Scientists  hope  that  the  new  findings 
will  one  day  lead  to  new  drugs  or  preven- 
tive treatments.  — R.L. 


Fountain  of  Youth 

Two  years  ago  we  described  how  neurosci- 
entist  Michael  Merzenich  was  pursuing  an 
audacious  idea — that  aging  minds  could  be 
made  young  again  if  prodded  and  exercised 
in  the  right  ways.  Merzenich,  a  UCSF  prof, 
had  founded  Posit  Science,  which  was  devel- 
oping software  that  would  realize  his  theory. 

A  recent  study  on  524  subjects  found 
that  in  adults  over  age  65  the  use  of  Posit 
Science's  software  translated  into  gains 
of  more  than  ten  years  on  standard 
measures  of  memory  and  cognition.  The 
other  group  in  the  trial,  who  watched 
educational  videos,  saw  no  such  gains.  The 
study  was  performed  by  the  Mayo  Clinic 
and  USC. 

Privately  held  Posit  won't  disclose 
financials  but  says  that  revenues  from  its 
brain  fitness  software,  sold  online  and 
licensed  to  150  retirement  centers,  tripled 
in  2007.  —Kerry  A.  Dolan 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  | 
FEBRUARY  3, 1923 

Healthy  Immigration  Much 

thought  is  given  these  days  to  physical 
welfare.  Let  us  apply  the  principles  of 
physical  conservation  not  only  to  the 
person  or  the  individual,  but  to  the 
body  politic —  to  the  whole  Nation. 
Immigration  is  the  Nation's  lifeblood. 
The  need  today  is  for  settlers  and  not 
transients. 

40  YEARS  AGO  IN  FORBES  | 
JANUARY  1, 1968 

Drug  Problem  The  drug  industry's 
problems  were  political  rather  than  eco- 
nomic last  year.  Drug  prices  have  be- 
come a  charged  political  issue,  especially 
among  politically  potent  oldsters.  Still, 
whether  controls  on  drug  prices  will 
come  in  1968,  another  year,  or  never, 
the  industry  has  learned  to  live  with 
government  regulations.  If  it  had  not,  it 
►  would  have  withered  away  long  ago. 
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A  Fresh  Face 


PHILADELPHIA'S  NEW  MAYOR  ISN'T  AFRAID  TO  POINT 
out  that  parts  of  his  town  are  more  dangerous  than 
Baghdad.  He  is  determined  to  initiate  new  tax  cuts,  for 
the  first  time  in  13  years,  in  order  to  turn  the  City  of 
Brotherly  Love  into  the  burg  that  loves  business. 
Hardly  eyebrow-raising  stuff— except  that  Michael  Nutter  is  a 
liberal  Democrat. 

Then,  again,  Nutter,  50,  is  a  refreshing  surprise.  He  had  a  come- 
from-nowhere  victory  in  the  May  2007  primary — when  he  bested 
four  other  candidates,  including  two  congressmen — then  a  four- 
to-one  trouncing  of  his  opponent  in  November.  He  ran  a  campaign 
focused  on  the  ethical  and  management  shortcomings  of  his  pred- 
ecessor, fellow  Democrat  John  F.  Street,  and  on  Philly's  terrifying 
crime  rates  (392  homicides  last  year,  four  times  the  rate  of  New 
York  City).  But,  tellingly,  Nutter's  first  appointment  was  a  finance 
director — even  before  he  hired  a  new  police  chief.  And  he  has  vowed 
to  cut  the  inapdy  named  "business  privilege  tax,"  which  takes  6.5% 
of  any  profits  earned  in  the  city  plus  0.15%  of  the  revenue  even 
from  a  moneylosing  enterprise.  "The  city  has  struggled  for  years 
because  it  is  a  high-tax  environment,"  says  Nutter,  a  graduate  of 
U.  Penn's  Wharton  School  who  worked  as  an  investment  manager 
at  Pryor,  Counts  &  Co.  before  serving  as  a  city  councilman  for  1 5 
years,  when  he  tried  and  failed  four  times  to  cut  taxes.  He  argues 
that  earlier  city  policies  to  spur  job  growth,  which  amounted  to  cod- 
dling the  biggest  employers  with  incentive  packages,  have  failed. 
"Small  business  is  the  backbone  of  the  city,"  he  says. 

Nutter  is  one  of  a  handful  of  very  visible  pro-business  Demo- 
Taking  axes  to  taxes:  Democrat  Michael  Nutter,  Philadelphia's  new  mayor 


cratic  mayors.  Sheila  Dixon  of  Baltimore  and  Adrian  Fenty  of 
Washington,  D.C.  want  to  slash  property  taxes  to  spur  economic 
development.  Denver  brew-pub-owner-turned-mayor  John  Hick- 
enlooper  earned  his  reelection  landslide  by  cleaning  up  a  budget 
shortfall  without  raising  taxes  or  cutting  city  services.  In  Phoenix 
Mayor  Phil  P.  Gordon,  also  recently  reelected,  revived  the  down- 
town by  championing  development  projects;  Phoenix  now  has  the 
fastest-growing  employment  base  among  the  nation's  large  cities. 

Fixing  Philly  is  a  gargantuan  challenge.  Twenty-five  years  ago 
3  out  of  200  people  in  the  U.S.  worked  there;  now  it's  1  in  200. 
The  city  seemed  to  reserve  a  special  animus  for  homegrown  busi- 
nesses. With  help  from  an  increase  in  the  wage  tax  from  3%  to 
5%,  the  city  lost  170,000  jobs  between  1970  and  2000,  says 
Robert  Inman,  an  economist  at  Wharton.  Among  the  corpora- 
tions that  moved  headquarters  to  the  suburbs  or  into  New  Jer- 
sey: Provident  Mutual  and  Arco  Chemical. 

The  last  mayor  to  cut  taxes  was  Edward  Rendell,  a  Democrat 
(Philadelphia  hasn't  had  a  Republican  mayor  since  1952).  His  1995 
budget  included  a  plan  to  lower  the  wage  tax  a  modest  seven  basis 
points  per  year  over  a  ten-year  period,  which  helped  lift  revenue 
from  $2.4  billion  to  a  current  $4  billion  a  year.  The  move  also 
slowed  the  annual  exodus  of  jobs  to  8,000,  estimates  Inman,  com- 
pared with  a  previous  10,000  to  15,000.  Still,  Philly  is  missing  out 
on  the  boom  in  the  regional  economy.  In  the  last  ten  years,  as  the 
state  of  Pennsylvania  added  350,000  jobs,  the  metropolitan  area 
gained  110,000,  while  the  city  itself  shed  30,000.  "There  are  no 
more  blast  furnaces,"  sighs  Inman.  "The  jobs  in  warehouses  and 
office  buildings  are  incredibly  mobile." 

Nutter  intends  to  start  out  slowly,  first  by  elimi- 
nating the  0.15%  tax  on  business  revenue.  Then,  dur- 
ing his  first  term,  he  plans  to  trim  the  corporate 
profits  tax  from  6.5%  to  4.4%.  Some  day,  he  hopes, 
new  businesses  will  pay  no  taxes  for  the  first  two  or 
three  years.  Also  on  the  drawing  board:  tax  credits 
and  incubators  for  university  students  who  pursue  a 
business  idea  inside  the  city.  "We  have  to  present  the 
entrepreneurial  community  with  another  reason  to  be 
here,"  Nutter  says.  The  business  community  likes 
what  it  sees  so  far,  particularly  a  proposal  to  open  the 
city's  much  underutilized  waterfront  to  developers 
and  a  promise  of  speedy  approval. 

His  biggest  challenge:  keeping  a  lid  on  the  munic- 
ipal payroll.  By  June  Nutter  must  hammer  out  a  new 
contract  with  10,000  members  of  the  American  Fed- 
eration of  State,  County  &  Municipal  Employees,  plus 
2,000  firemen  and  7,000  cops,  who  will  be  asked  to 
step  up  to  new  duties  in  the  most  crime-riddled 
neighborhoods.  The  city's  unfunded  liability  for 
retiree  pensions  is  $3.9  billion.        — David  Whelan 
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CELL  PHONE  FUTURE 
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Is  that  a  rip-off?  Let's  see  what  the  next  airwave 
auction  does  to  this  lucrative  business. 
By  Scott  Woolley 


w 


HEN  THE  BIG  FOUR  CELLULAR  COMPANIES  DECIDED  TO  HIKE  THE 
PRICE  of  sending  a  text  message,  they  all  managed  to  settle  on  pre- 
cisely the  same  increase.  Sprint  Nextel  raised  its  price  from  10  cents 
to  15  cents  per  message  in  2006.  AT&T  quickly  followed  suit,  as  did 
Verizon  Wireless  and  finally,  in  June  2007,  T-Mobile.  And  now  Sprint 
has  raised  its  price  again,  to  20  cents. 

Today  those  copycat  price  hikes  are  producing  banner  results  for  the  carriers.  In  the 
most  recent  quarter,  the  Big  Four's  customers  coughed  up  anywhere  from  29%  to  64%  more 
for  data  services  (that  is,  everything  but  regular  phone  calls)  than  they  had  the  previous 
year.  The  four  carriers  collectively  produced  $17  billion  in  operating  income  on  $104  bil- 
lion in  revenue  in  the  first  nine  months  of  last  year.  The  carriers  say  that  consumers  can 
buy  a  monthly  package  that  lowers  the  cost  of  a  text  message.  But  without  the  huge  surge 
in  payments  for  data,  revenue  per  user  would  have  fallen  at  every  company. 

Their  ability  to  hike  prices  on  text  messages  certainly  can't  be  explained  by  the  compa- 
nies' costs.  On  modern  cellular  networks  the  few  hundred  bits  of  information  that  make  up 
a  text  message  take  up  such  a  minuscule  amount  of  capacity  that  they  can  be  carried  for  a 
fraction  of  a  cent. 

But  now  the  industry's  good  times  might  be  coming  to  an  end.  This  month  the  Federal 
Communications  Commission  will  auction  off  the  rights  to  powerful  UHF  TV  airwaves,  which 
will  be  repurposed  for  modern  wireless  use.  An  array  of  deep-pocketed  visitors  will  be  bid- 
ding, including  big  cellular  companies,  cable  companies,  billionaire  Paul  Allen,  EchoStar  and 
nearly  300  other  registered  bidders.  The  FCC  will  likely  take  in  $15  billion  or  even  $20  bil- 
lion from  the  sale. 

Bidders  have  been  reticent  about  their  plans.  But  it's  clear  the  sale  will  create  more  com- 
petition for  mobile  phone,  wireless  Internet  and  streaming  video  services  as  it  opens  up  a 
broad  swath  of  airwaves.  A  paucity  of  airwaves  is  a  big  reason  cellular  prices  are  so  sticky. 
The  U.S.  Chamber  of  Commerce  recendy  decried  the  "artificial  scarcity"  created  by  the  gov- 
ernment and  estimated  that  wireless  phone  rates  could  be  cut  in  half  if  the  feds  moved  quickly 
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to  make  more  airwaves  available.  "It's  very  hard,  when  any  indus- 
try is  rolling  in  dough,  for  them  to  see  why  change  might  happen 
and  why  it  should  happen,"  says  Victor  Schnee,  of  research  firm 
Probe  Financial  Associates. 

The  electromagnetic  waves  being  sold  are  especially  potent  in 
their  potential  to  disrupt  the  industry.  They  can  carry  a  signal  greater 
distances  because  their  length — between  15  and  17  inches — is  al- 
most three  times  that  of  the  waves  most  phones  use  now.  That  means 
a  new  network  could  cover  the  U.S.  with  roughly  two-thirds  fewer 
cell  towers  than  a  traditional  network  that  transmits  shortwaves. 

Vanu  Bose,  a  wireless  expert  and  chief  executive  of  Vanu  Inc., 
says  the  soon-to-be-available  airwaves  are  therefore  naturally  suited, 
as  a  matter  of  physics  and  economics,  to  creating  a  new  network 
offering  blanket  coverage  of  the  country.  "That  is  the  highest  and 
best  use  for  this  spectrum,"  says  Bose. 

Even  if  the  incumbent  cell  carriers  end  up  buying  a  big  chunk 
of  the  spectrum,  their  freedom  to  set  prices  freely  will  change.  That's 
thanks  to  the  deft  political  maneuvering  of  Google.  At  Google's  re- 
quest the  FCC  decreed  that  a  third  of  the  airwaves  at  auction  (ones 
between  15  and  15.8  inches  in  length)  must  be  used  in  "open"  net- 
works. Open  networks  let  the  people  who  use  the  network,  not  the 
people  who  build  it,  choose  what  applications  to  run  or  what  mo- 
bile devices  to  use.  To  that  end  Google  recently  announced  plans 
for  open  cell  phones,  which  could  run  any  application,  and  AT&T 
and  Verizon  Wireless  have  committed  to  opening  their  networks. 

Open  networks  are  no  more  popular  among  phone  companies 
than  among  cable  companies.  (After  our  story  about  Comcast  on 
page  76  went  to  press,  the  company  claimed  it  would  be  enthusi- 
astic about  a  networking  standard  that  could  open  cable  systems  to 
outside  devices.)  Openness  reduces  the  lucrative  wireless  business 
to  a  utility,  delivering  bits  through  the  air.  Right  now  the  Big  Four 
get  away  with  charging  wildly  different  prices  based  on  whether  those 
bits  are  part  of  a  phone  call,  text  message,  e-mail  or  TV  show.  That 
pricing  strategy  has  made  them  into  fat  targets.  F 


Lots  of  LOLs 


Over  the  past  three  years  the  average  monthly  cell  phone 
bill  hasn't  changed  in  price,  in  real  terms.  But  that's  only 
because  the  average  customer  is  paying  a  lot  more  for  data 
and  a  lot  less  for  phone  calls. 


B  £1 


Phone  calls 
95% 


Average 
monthly 
I  Verizon  Wireless 
cell  phone 
bill 


Q3  2004:  $51.58 


Q3  2007:  $52.17 


Hello,  TurboTax 

Does  your  accountant  work  for  you  or 
the  IRS?  By  Janet  Novack 


■  T  USED  TO  BE  YOU  COULD 
I  always  count  on  a  handful 

■  of  people  to  look  out  for 
your  interests,  like  your  doc- 
tor, your  clergyman  and  your 
accountant.  Now  you  might 
be  wary  of  that  last  one. 

As  of  Jan.  1  tax  preparers 
can  get  hit  with  Internal  Rev- 
enue Service  fines  (of  $1,000 

or  more)  and  career-damaging  disciplinary  actions  if  they  sign 
returns  that  take  especially  iffy  tax- savings  positions — specifically, 
those  that  don't  have  at  least  a  51%  chance  of  winning  in  court. 
Under  the  old  standard,  tax  pros  could  safely  recommend  positions 
(on  routine  issues,  not  tax  shelters)  that  had  a  "realistic  possibility" 
of  success — meaning,  what  the  heck,  if  there's  some  reasonable  basis, 
go  for  it.  But  amateur  tax  preparers — namely,  people  doing  then- 
own  returns — can  still  avoid  penalties  if  they  have  a  credible  basis 
for  their  position,  so  they  can  get  by  with  less  research  or  take  iffier 
positions. 

"It  creates  a  chasm  between  the  taxpayer  and  the  preparer," 
says  Thomas  P.  Ochsenschlager,  vice  president  for  taxation  at  the 
American  Institute  of  Certified  Public  Accountants.  "Historically, 
the  tax  preparer  has  been  an  advocate  for  the  taxpayer.  This  makes 
him  an  arm  of  the  IRS,"  he  adds.  New  York  CPA  David  A.  Lifson, 
a  partner  at  Hays  &  Co.,  says  IRS  field  staffers  are  smugly  telling 
practitioners,  "You  guys  work  for  us  now." 

Lifson  expects  to  charge  some  clients  thousands  of  dollars  extra 
this  tax  season  for  time  he'll  spend  researching  and  writing  memos 
needed  to  protect  his  rear  end,  not  theirs.  As  president  of  the  New 
York  State  Society  of  CPAs,  he's  heard  of  hundreds  of  cases  where 
New  York  clients  will  likely  be  billed  an  extra  $5,000  to  $20,000  to 
research  such  issues.  Taxpayers  whose  returns  include  frequendy 
litigated  items  are  most  likely  to  see  an  impact.  Is  a  venture  (say, 
horse  breeding)  a  real  business  or  a  hobby,  for  which  losses  aren't 
deductible?  Should  workers  be  paid  as  employees  or  independent 
contractors?  Is  a  corporations  owner  taking  a  proper  mix  of  salary 
and  profit?  Is  a  loan  to  a  relative  a  gift? 

The  new  law  still  allows  a  tax  preparer  to  sign  a  return  taking 
a  less  than  51%  certain  position  if  it  includes  a  form  flagging  it  for 
the  IRS.  Uh,  no  thanks.  And  at  the  end  of  the  year  the  IRS  issued 
"interim  guidance,"  creating  a  loophole  for  now,  allowing  a  preparer 
to  omit  the  flag  if  he  warns  the  taxpayer  that  he  stands  less  than  a 
50%  chance  of  winning  in  court  and  documents  that  warning. 

Meanwhile,  accountants  are  lobbying  Congress  to  reduce  their 
penalty  standard  to  be  the  same  as  for  taxpayers.  Be  careful:  The 
pols  could  decide  to  raise  the  standard  for  taxpayers  instead.  F 
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The  $2,500  Car 


They  scoffed  when  Indian  industrialist  Ratan  Tata  an- 
nounced his  plan  to  build  a  car  that  would  cost  100,000 
rupees— about  $2,500  at  todays  exchange  rate.  Auto 
executives — the  ones  who  spend  more  than  that  for  each 
of  their  dark  sui  ts — called  him  crazy.  Tata  sketched  his 
brainchild  for  FORBES  last  year  and  called  it  "a  new  defi- 
nition of  low-cost."  And  on  Jan.  10  he  planned  io  unveil 
the  little  egg-shaped  car  in  New  Delhi,  a  week  before 
Detroit  shows  off  midsize  sedans  with  an  average  price 
tag  ten  times  that  of  the  mini  Tata's. 

The  rear-engine  Tata  car  will  have  around  30  horse- 
power, more  than  the  first  Volkswagen  Beedes/  or  Model  Ts 
but  nowhere  near  the  lOOhp  now  found  in  tfhe  most 


sluggish  of  cars.  Nicely  appointed  it  is  not — no  air- 
conditioning  or  power  steering. 

Sorry,  it  won't  be  available  in  the  U.S.  because  of 
safety  standards.  But  it  might  be  sold  in  other  emerging 
markets  after  its  introduction  in  India  in  the  falL  Tata's 
potential  market  is  the  8  million  Indians  who  bought 
motorcycles  last  year.  Just  1.2  million  cars  were  sold. 

Tata  Motors  already  has  a  blockbuster  hit  with  a  truck 
that  goes  for  $5,000.  Now  if  India  would  only  get  busy 
building  roads.  — Robyn  Meredith 

Who's  laughing  now?  Ratan 
Tata  and  his  sketch  of  India's 
People's  Car. 


How  Does  It  End? 

As  the  dollar  falls,  Hollywood  falls  in 
love  again  with  making  movies  in  the 
U.S.  But  spurned  Canada  fights  back. 

By  Chaniga  Vorasarun 


LAST  JULY  MARK  CUBAN 
and  Todd  Wagners  2929 
Productions  began  scout- 
ing locations  for  "The  Burning 
Plain,"  starring  Charlize 
Theron.  With  its  overcast 
skies — not  to  mention  18% 
film  tax  credit — Vancouver 


seemed  the  perfect  backdrop 
for  the  mother-daughter-rela- 
tionship drama.  But  one 
month  earlier  Oregon,  with  its 
similarly  rainy  backdrop,  dou- 
bled its  tax  rebate  on  film 
expenditures — such  as  hotel 
rooms  and  coffee  for  the 


Border  wars:  actress  Charlize  Theron,  director  Guillermo  Arriaga. 


crew— to  20%.  At  the  same 
time,  the  U.S.  dollar  was  falling 
fast  against  the  Canadian  dol- 
lar. When  the  loonie  surpassed 
the  greenback  for  the  first  time 
in  30  years  in  September,  the 


movies  producers  made  the 
call  to  film  in  Oregon.  After 
factoring  in  the  exchange  rate, 
they  figured  it  would  cost 
$200,000  less  to  shoot  there. 
Filming  started  in  Portland  in 
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CONDOMINIUMS  NOW  AVAILABLE 


Explorewnyresidences.com  •  1 23  Washington  Street  '  212.385.1100 
Developed  by  The  Moinian  Group  •  Architecture  by  Gwathmey  Siegel  •  Interiors  by  Graft  •  Marl- 
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Outfront 


November.  "The  weak  dollar 
has  taken  Canada  out  of  the  mix 
for  the  most  part,"  says  Michael 
Upton,  a  senior  vice  president  at 
the  Los  Angeles  firm. 

Ten  years  ago  Canada 
started  wooing  U.S.  film  pro- 
ducers with  tax  incentives  and 
a  favorable  exchange  rate.  That 
did  the  trick:  Spending  on  film 
production  in  Canada  grew 
from  $430  million  to  $1.2  bil- 
lion. But  now  the  plotline  has 
taken  a  turn,  and  as  the  U.S. 
dollar  heads  south,  so,  too,  are 


film  crews.  The  weak  dollar  is 
the  big  factor,  of  course,  but 
states  including  Massachusetts, 
Utah  and  Mississippi  sweet- 
ened deals  with  beefed-up  tax 
breaks  last  year. 

The  motion  picture  asso- 
ciation of  British  Columbia — 
the  largest  film  production 
center  in  Canada — estimated 
the  provinces  2007  revenues 
dropped  by  23%  to  $1  billion 
from  the  previous  year. 

Canadians  are  not  going 
down  without  a  fight  In  No- 


vember British  Columbias  mo- 
tion picture  association  said  its 
crews  would  accept  the  U.S.  dol- 
lar at  par  for  work  on  American 
productions  if  and  when  the 
Canadian  dollar  surges  ahead  of 
the  greenback  The  province 
also  extended  its  18%  tax 
credit— due  to  expire  this 
year — until  2013.  More  remote 
Canadian  locales  are  going  to 
even  greater  extremes.  In 
September  Halifax  said  it  was 
increasing  its  tax  credit  to  50%, 
up  from  35%.  In  rural  Nova 


Scotia  the  rate  jumped  to  60%. 

Vancouver's  Insight  Films, 
the  country's  largest  studio  un- 
affiliated with  a  big  production 
company,  is  even  willing  to 
take  a  hit.  At  the  U.S.  dollars 
low  point  in  September,  Chief 
Executive  Kirk  Shaw  locked  in 
an  88-cents-to-the-Canadian- 
dollar  rate— a  loss  of  12  cents 
for  every  dollar  spent  at  that 
time.  "Everybody  in  Holly- 
wood is  going  to  be  redoing 
the  math  about  where  to 
shoot,"  Shaw  says.  F 


Bets  Down 

Two  members  of  the  smart-money  crowd  have  laid  huge,  opposing  bets  on  t 
fate  of  bond  insurer  MBIA  |  By  Neil  Weinberg 


Private  equity  shop  Warburg  Pincus  and  William  Ackman  of  hedge 
fund  Pershing  Square  Capital  Management  have  each  earned  a 
place  among  Wall  Street's  upper  reaches  by  making  smart  invest- 
ments. Yet  when  it  comes  to  beleaguered  bond  insurer  mbia,  the 
former  is  betting  up  to  $1  billion  on  a  spectacular  recovery  and 
the  latter  is  making  a  similar  big-league  wager  on  a  collapse. 

What  makes  the  difference  of  opinion  so  intriguing  is  the 
vehemence  with  which  those  opinions  are  held— and  that  the  win- 
ning bet  could  well  reflect  whether  the  credit  crisis  worsens  or  not. 

MBIA  started  out  insuring  against  municipal  bond  defaults. 
But  over  the  past  few  years  the  firm,  along  with  its  rivals,  waded 
deeply  into  the  market  for  insuring  exotic  mortgage-related  debt. 

Ackman  declares,  loudly,  that' mbia  just  might  go  bust  this 
year,  and  his  firm  has  put  money  on  this  forecast  by  taking  a 
"very  large"  short  position.  There  is  the  potential  here  for  a  self- 
fulfilling  prophecy,  in  the  manner  of  a  bank  run.  If  enough  peo- 
ple think  Ackman  is  right,  then  the  value  of  mbia's  guarantee 
will  go  down  and  its  revenue  will  collapse,  putting  the  firm  into 
financial  straits.    ; . 

Warburg  Pincus,  m;contrast,  announced  last  month  it  is 
plunking  down  between." $500  million  and  $1  billion  to  buy 


mbia  stock  on  the  premise  that  Ackman  is  dead  wrong. 

After  combing  through  mbia's  books,  Warburg  Pincus'  partners 
concluded  that  marking  to  market  the  mortgage  bonds  it  insures 
produces  some  scary  numbers  but  doesn't  threaten  a  firm  that  plans 
to  hold  the  liabilities  to  maturity.  Whafs  more,  if  MBIA  doesn't  write 
another  policy,  it  is  still  expected  to  throw  off  $800  million  a  year 
in  net  income  for  a  decade  or  more.  Add  the  present  value  of  that 
cash  stream  to  mbia's  $6.5  billion  book  value,  deduct  even  a  hefty 
$8  billion  in  default-related  losses  and  the  firm  is  still  worth  triple 
its  current  market  value  of  $2.2  billion,  in  Warburg's  view.  "This  is 
a  classic  arbitrage  between  accounting  and  cash  flow,"  says  War- 
burg Pincus  Managing  Director  David  Coulter. 

So  far  the  game  has  gone  to  Ackman.  Since  Warburg  Pincus 
committed  to  buy  mbia  stock  at  $31  a  share  on  Dec.  10,  the  shares 
have  lost  nearly  half  their  value  as  Warren  Buffett  announced  plans 
to  enter  the  market  and  a  ratings  agency  warned  that  mbia  must 
rustle  up  $1  billion  in  addition  to  the  Warburg  Pincus  commitment 
within  weeks  or  lose  its  triple-A  rating. 

"People  will  likely  look  back  on  this  [Warburg  Pincus' 
investment  in  mbia]  as  the  single  worst  private  equity  investment 
ever  made,"  Ackman  says.  Place  your  bets.  F 
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MORTGAGE  FRAUD 


Real  Estate  Rip-Off 

How  Lehman  Brothers  was  swindled  out  of  $50  million  |  By  Peter  C.  Beller 


fraud  in  2007  at  $3  billion  to  $4  billion.  "Its 
an  extremely  conservative  estimate,  and 
that's  just  direct  losses  to  banks,"  says  Ann 
Fulmer,  a  vice  president  at  Interthinx,  an 
Agoura  Hills,  Calif,  fraud  prevention  consul- 
tancy. In  such  cases,  she  says,  creditors  typ- 
ically lose  45%  to  100%  of  the  loan  amounts. 

Could  lenders  really  have  been  so  blind — 
and  dumb?  The  Securities  &  Exchange 
Commission  is  looking  into  whether  Wash- 
ington Mutual,  the  nation's  largest  thrift, 
knowingly  made  loans  based  on  inflated  ap- 
praisals. (WaMu  says  it  did  no  such  thing  and 
is  cooperating  with  the  SEC.)  Bear  Stearns, 
stung  by  a  $7  million  flimflam  in  Atlanta, 
claims  it  is  trying  to  smoke  out  fraud. 
"Lenders  are  not  interested  in  knowing,"  says 
Gary  Crabtree,  a  Bakersfield,  Calif,  appraiser 
who  has  identified  207  home  sales  in  the  last 
year  he  claims  are  almost  certainly  fraudu- 
lent. The  loans,  he  says,  involved  a  total 
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REGULATORS  CALL  IT  FRAUD  FOR 
profit.  Real  estate  insiders  refer  to 
it  as  scamming  for  cash.  Lehman 
Brothers  isn't  calling  it  anything 
at  all — or  saying  anything  about 
being  swindled  out  of  upward  of  $50  million. 

The  U.S.  Attorney  in  Los  Angeles  says  the 
scam  was  masterminded  by  developers 
Charles  Elliot  Fitzgerald  and  Mark  Alan 
Abrams,  with  help  from  Joseph  Aram  Baba- 
jian,  real  estate  broker  to  such  stars  as  War- 
ren Beany,  Ryan  Seacrest  and  Harrison 
Ford.  Five  people  have  been  indicted  on  mul- 
tiple charges  of  fraud  and  conspiracy.  Between 
2000  and  2003  the  defendants  allegedly  stole 
tens  of  millions  of  dollars  by  inflating  the  val- 
ues of  homes.  According  to  the  criminal  com- 
plaint, they  bought  real  estate  at  fair  prices, 
had  the  properties  appraised  at  far  higher 
amounts,  borrowed  those  greater  sums  from 
Lehman  and  pocketed  the  difference,  using 


the  money  to  fund  extravagant  lifestyles.  Five 
people,  developer  Abrams  among  them,  have 
pleaded  guilty  to  multiple  felonies  and  await 
sentencing  after  they  testify  against  other  de- 
fendants. Babajian  (pronounced  Baba-zhan) 
and  Fitzgerald  have  entered  not  guilty  pleas. 

As  the  mortgage  cyclone  lurches  from 
subprime  loans  and  shaky  securities  to  blue- 
chip  customers  and  creditors,  it  is  exposing 
scams  that  were  hidden  for  years  behind  ris- 
ing real  estate  prices.  Fraud  reports  by  banks 
jumped  sixfold  between  2000  and  2006,  to 
21,279,  though  the  real  number  is  probably 
far  greater  since  only  federally  insured  banks 
are  required  to  report  suspected  foul  play.  The 
FBI  says  it  is  chasing  mainly  big-dollar  inves- 
tigations, but  its  load  exceeded  1,200  cases 
last  year.  No  one  knows  the  size  of  this  con 
game.  The  Mortgage  Bankers  Association, 
which  represents  some  of  the  very  folks  under 
investigation,  puts  the  value  of  mortgage 
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$111  million  from  the  likes  of  WaMu, 
SunTrust  Bank,  Countrywide  and  others. 
Crabtree  called  them  and  mentioned  his  sus- 
picions. "GreenPoint  Mortgage  told  me  it  was 
none  of  my  business,"  he  recalls.  "SunTrust 
was  another  I  reported  numerous  frauds  to. 
They  just  want  to  write  them  down  and  get 
out  of  town."  The  banks  declined  comment. 

Lehman  did  file  a  civil  complaint 
against  Fitzgerald  and  Abrams  and  apprais- 
ers in  April  2003,  alleging  breach  of  con- 
tract and  fraud.  But  that  occurred  after  a 
call  from  Christian  Stevens,  a  broker  in  the 
Beverly  Hills  office  of  Keller  Williams  Re- 
alty. Stevens  says  he  was  impressed  with  the 
prices  Abrams  and  Fitzgerald  were  paying 
for  "properties  that  were  languishing  on  the 
market.  They  all  needed  work."  In  one  case 
a  Beverly  Hills  home  that  had  gone  unsold 
for  months  at  $800,000  suddenly  sold  for 
$3  million.  Stevens  phoned  Lehman,  which 
had  made  that  and  many  other  loans,  and 
expressed  his  concerns  about  possible 
fraud.  A  lending  executive,  he  says,  told 
him,  "They're  all  current  with  their  mort- 
gage payments,  so  I  don't  understand  what 
your  problem  is."  Finally,  in  January  2003, 
according  to  an  affidavit  in  the  civil  suit,  a 
Lehman  account  executive  told  Abrams 
over  the  phone  that  some  of  his  loans  con- 
tained false  information  about  the  borrow- 
ers. "What's  the  worst  that  can  happen  to 
us?"  Abrams  replied.  Lehman  revoked  its 
agreement  with  Abrams  and  Fitzgerald  and 
later  filed  suit. 

According  to  the  indictment,  the  pair 
borrowed  $137  million  from  Lehman  for  80 
homes,  which  they  purchased  for  $87  mil- 
lion. To  persuade  Lehman  to  lend  the 
money,  they  recruited  straw  borrowers  with 
good  credit.  Two  appraisers  allegedly  inflated 
home  values  in  exchange  for  hundreds  of 
thousands  of  dollars.  Abrams  and  Fitzgerald 
also  paid  off  Richard  Maize,  a  mortgage 
banker  with  RBC  Mortgage,  which  made 
loans  on  behalf  of  Lehman,  prosecutors  al- 
lege. Babajian  and  his  partner  Kyle  Grasso, 
say  the  feds,  supplied  fresh  listings  for  the 
scam  and  controlled  a  tide  company,  which 
allowed  Fitzgerald  and  Abrams  to  supply 
Lehman  with  false  documents. 

To  keep  the  bank  at  bay,  the  pair  allegedly 
rented  many  of  the  homes,  using  the  cash 
flow  to  make  mortgage  payments — or  to  buy 
new  properties.  In  order  to  portray  straw  bor- 


rowers as  reliable  credit  risks,  says  the  crim- 
inal complaint,  Abrams  and  Fitzgerald 
faked  mortgage  payments  and  rents,  and 
used  shell  companies  to  funnel  proceeds  to 
various  bank  accounts  or  to  pay  millions  of 
dollars  in  kickbacks. 

The  rest  of  the  money,  says  a  court- 
appointed  receiver,  went  for  art,  jewelry, 
fine  wines  and  other  luxuries,  like  the 
renting  of  a  26-seat  Gulfstream  jet. 
Abrams  leased  himself  a  Ferrari  and  a 
Mercedes,  and  bought  a  vacation  home  at 
a  California  desert  golf  community,  say 
court  documents.  He  acquired  prints  by 
Chagall  and  Miro,  a  rare  map  of  California 


Taking  the  rap:  Mark  Abrams  pleaded  guilty. 

from  1777  and  first  editions  of  such  chil- 
dren's favorites  as  Charlotte's  Web  and  Stu- 
art Little.  In  early  2003  he  and  his  family 
spent  $173,000  during  a  single  month  on 
restaurants,  designer  clothing,  plane  tick- 
ets and  so  on.  Fitzgerald  and  his  wife, 
Meya,  say  the  documents,  spent  tens  of 
thousands  of  dollars  staying  in  hotels  like 
the  Beverly  Wilshire  and  shopping  at 
Macy  s  West. 

In  April  2003,  as  Lehman  rushed  to  un- 
cover the  extent  of  the  fraud,  Fitzgerald  and 
Abrams  tried  to  cover  their  tracks.  With  help 
from  employees,  the  duo  wiped  business 
records  from  their  computer  hard  drives  and 
shifted  money  among  bank  accounts,  court 
documents  say.  The  day  after  a  judge  ordered 
their  assets  frozen,  Abrams  and  Fitzgerald 
loaded  two  pickup  trucks  with  photocopiers, 
computers,  boxes  and  framed  pictures,  fin- 
ishing long  after  midnight,  according  to 
building  security.  Fitzgerald  allegedly 
smashed  the  hard  drives  with  a  sledgeham- 


mer in  his  back  yard. 

With  authorities  closing  in,  there  was 
time  for  one  last  spree — in  Las  Vegas.  Along 
for  the  jaunt  was  Shawna  Fitzgerald,  who  later 
explained  to  the  court  that  she,  too,  was 
married  to  Charles  Fitzgerald  and  that  the 
couple  have  a  young  son.  Shawna  claimed 
that  she  lived  with  Charles  during  the  week 
in  Hesperia,  Calif,  and  that  Meya  was  his 
"weekend  wife." 

In  June  2003  Fitzgerald  loaded  up  a 
U-Haul  truck  and  moving  van  and  sent 
everything  to  Salt  Lake  City,  say  court  doc- 
uments. He  and  his  family  hightailed  it  out 
of  the  country,  according  to  the  feds,  tak- 
ing $6,000  in  cash  and  valuable  coins.  They 
called  Meya's  parents  after  they  touched 
down  to  tell  them  they  were  on  a  South 
Pacific  island.  Abrams,  meanwhile,  tried  to 
outmaneuver  the  court,  shredding  thou- 
sands of  documents  and  moving  personal 
belongings  out  of  his  Beverly  Hills  home  to 
a  condo  across  town.  He  hid  his  vintage 
wines  and  champagnes,  worth  $240,000,  in 
his  secretary's  dining  room  and  bought  her 
an  air  conditioner  to  keep  the  collection 
chilled.  When  U.S.  marshals  raided  his 
condo,  they  found  $172,000  in  cash  hidden 
in  shoes  and  socks.  The  marshals  told  the 
judge  they  feared  a  violent  confrontation: 
They  could  account  for  only  four  of  his  six 
guns,  and  Abrams  had  told  his  wife  he  was 
going  to  kill  himself. 

The  feds  caught  up  with  Fitzgerald  in 
Samoa  in  December  2006  and  brought  him 
back  to  face  charges  of  conspiracy,  bank  fraud 
and  money  laundering.  Babajian  continued 
doing  megadeals,  including  the  sale  of  a 
$22  million  Beverly  Hills  home  to  soccer  star 
David  Beckham,  until  he  was  indicted, 
along  with  Grasso  (who  has  pleaded  not 
guilty),  in  August  on  charges  of  conspiracy 
and  fraud. 

The  lenders  are  in  a  sorry  spot.  Lehman 
securitized  the  loans,  sold  them  to  in- 
vestors—and agreed  to  buy  back  the  prop- 
erties in  the  event  of  fraud.  Out  nearly 
$50  million,  it  recouped  $20  million-plus 
from  RBC  Mortgage,  which  was  forced  to 
repurchase  some  of  the  loans. 

The  case  is,  in  the  scheme  of  real  estate 
cycles,  ancient  history,  coming  to  light  now 
only  with  the  prosecutions.  What  else 
lurks  out  there  that  hasn't  been  uncovered 
by  investigators?  F 
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people  to  map  how  humankind  has  populated  the  globe  and  uncover  the  genetic  roots 
we  all  share.  Start  seeing  the  bigger  picture  at  ibm.com/dna  STOP  TALKING  START  DOING 


Backseat  Driver  i  Jerry  Flint 


I'M  BREAKING 
YOUR  HEART 


SOLVING  THE  ENERGY  PROBLEM  IS  EASY  IF  YOU  PAY 
no  attention  to  the  laws  of  physics.  That's  the  wonder 
of  our  Congress.  To  pass  is  easy;  to  achieve  is  some- 
thing else.  This  is  where  I  break  your  green  heart. 
You  know  that  Congress  passed  a  law  ordering  all 
cars  and  trucks  to  average  35  miles  to  the  gallon  by  2020.  It 
won't  happen. 

Another  part  of  that  law  mandates  the  production  of  36  bil- 
lion gallons  a  year  of  biofuels  by  2022.  That  won't  happen  either. 

It's  not  that  automakers  from  Detroit  to  Tokyo  to  Stuttgart  are 
just  mean  and  don't  want  to  do  it.  They  don't  know  how.  Of 
course,  they  don't  dare  complain  or  criticize  the  law.  We  must  all 
be  green  and  happy  about  it. 

But  there's  just  no  way  anyone  subject  to  the  laws  of  physics 
and  automobile  engineering  can  get  a  5,000-pound  pickup,  or 
any  mass-produced,  reasonably  priced  sport  utility  near  that 
weight,  up  to  35mpg. 

Today  the  2008  Honda  Accord  (weighing  3,570  pounds)  has 
poorer  fuel  economy  than  last  years  model,  and  Honda  is  Mr. 
Green.  That  new  hybrid  system  on  the  General  Motors  Chevy 
Tahoe  SUV  probably  adds  $10,000  to  the  cost  (and  400  pounds) 
and  gets  it  up  to  20mpg.  Yes,  the  fuel  economy  increase  is  terrific, 
near  50%— but  we're  up  to  only  20mpg  on  the  four-wheeler,  and 
that's  nowhere  near  35. 

The  best  way  to  increase  fuel  economy  (and  reduce  green- 
house gases,  too)  is  to  reduce  the  weight  and  engine  size  of  the 
vehicles.  Congress  could  pass  a  law  ordering  that  no  car  weigh 
more  than  1,750  pounds  (a  Toyota  Camry  is  in  the  3,200-pound 
range),  no  truck  weigh  more  than  2,500  pounds  and  no  engine 
run  more  than  75  horsepower.  Most  Americans  couldn't  fit  in 
such  cars,  but  they  would  average  35mpg. 

We  could  also  lower  the  speed  limit  to  40  miles  per  hour 
nationally.  That  would  do  it,  too,  since  engines  would 
shrink,  and  air  resistance  is  a  lot  lower  at  40  than  at  60. 

Or  we  could  impose  a  $5-a-gallon  gasoline  tax, 


which  would  push  everyone  into  those  tiny  35mpg  cars — and 
have  the  advantage  of  pushing  every  congressman  who  voted  for 
it  out  of  office. 

If  all  else  fails,  maybe  we  resort  to  the  figures-don't-lie-but- 
liars-can-figure  rule.  Measure  fuel  economy  not  by  what  an 
engine  does,  but  what  it  could  do.  For  example,  imagine  that 
every  engine  were  tuned  to  take  E-85 — meaning  85%  ethyl  alco- 
hol and  15%  gasoline— and  that  a  car  gets  21  miles  to  the  gallon 
on  E-85.  But  if  we  count  only  the  gasoline  in  E-85,  than  it  gets 
140  miles  per  gallon  of  gasoline.  That's  one  way  to  boost  an 
average. 

None  of  these  things  will  happen,  because  Congress  prefers 
something  for  nothing,  or  something  that  doesn't  show  up 
directly  as  a  consumers  fee. 

Of  course,  fuel  economy  is  going  to  improve.  The  carmakers 
of  the  world  are  testing  an  enormous  range  of  systems:  diesel 
engines;  gasoline  engines  with  diesellike  compressions;  plug-in 
hybrids  that  can  be  fueled  at  night  at  home;  hydrogen  engines, 
some  working  off  fuel  cells;  and  start-stop  systems  that  turn 

off  the  motor  at  stoplights.  But 
there's  still  nothing  that  gets 
4,000  or  5,000  pounds  up  to 
35mpg. 

The  ambitious  biofuel  proj- 
ect, to  increase  such  fuels  to  36 
billion  gallons  a  year  from  7  bil- 
lion gallons  today,  is  equally 
naive.  Right  now  the  only  suc- 
cessful biofuel  (in  this  country) 
is  ethanol  made  from  corn.  And 
legislators  from  farm  states 
aren't  about  to  allow  imports  of 
sugar-based  ethanol  from  Brazil.  There  is  the  belief  that  alcohol 
fuels  can  be  made  from  other  crops,  like  switchgrass.  Maybe  they 
can.  The  trouble  is  that  no  one  has  done  it  yet  in  serious  quanti- 
ties and  at  reasonable  cost. 

Growing  transportation  fuel  in  cornfields  consumes  a  lot  of 
fossil  fuel,  fertilizer,  water  and  land.  Also,  it  makes  steaks  very 
expensive.  A  gallon  of  ethanol  has  a  lot  less  energy  than  a  gallon 
of  gasoline.  This  fact  is  supposed  to  be  kept  a  secret,  in  the 
interest  of  national  security,  but  some  drivers  have  figured  it  out. 

The  state  of  California  is  a  master  of  the  feel-good  law  that 
doesn't  happen.  I  recall  a  rule  mandating  that  a  sizable  propor- 
tion of  cars  sold  there  be  electric.  The  few  electric  cars  that  were 
produced  ran,  but  the  problem  was  that  they  just  didn't  run  very 
far,  so  there  was  no  serious  market.  The  state's  answer  was,  "Oh, 
well,  never  mind."  Other  people's  time  and  money  mean  nothing 
to  politicians. 

I'm  sorry  to  break  your  heart.  Progress  is  being  made, 
absolutely  But  setting  impossible  targets  makes  real  gains  even 
harder  to  achieve.  F 


Achieving 
35mpg  by 
2020  is  a  nice 
rallying  cry. 
But  it  won't 
happen. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1 958.  Visit  his  home  page  at  www.forbes.com/flint. 
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How  does  your  usual  IRA  investment 
compare  with  one  from  T.  Rowe  Price? 

Look  more  closely,  with  T.  Rowe  Price's  New  Mutual  Fund  Compare  Tool. 

It's  easy  to  compare  this  year's  performance  numbers.  But  to  find  the  best  long-term  mutual  funds  for 
your  IRA,  look  a  little  closer.  All  the  choices  are  far  from  equal.  With  T.  Rowe  Price's  new  Mutual  Fund 
Compare  Tool,  you  can  compare  a  fund  you're  considering  for  your  IRA  with  a  similar  T.  Rowe  Price 
fund.  The  Mutual  Fund  Compare  Tool  goes  beyond  short-term  performance  to  let  you  compare  fees, 
fund  manager  experience,  even  Morningstar  Ratings'."  When  you  delve  deeper  into  the  investment 
options  for  your  IRA  this  year,  it's  easy  to  see  why  more  and  more  investors  are  switching  to  T.  Rowe  Price. 
Visit  ira.troweprice.com  today.  Or  call  our  Investment  Guidance  Specialists.  They  can  answer  any 
questions  you  might  have  and  even  help  you  choose  a  fund. 

Act  before  April  15  for  your  2007  contribution. 


The  more  you 
the  more  we're  different.3 


ira.troweprice.com  1.877.630.3686 


TRoweflrice 


INVEST  WITH  CONFIDENCE 

Request  a  prospectus  or  a  briefer  profile  by  calling  1  -877-630-3686;  each  includes  investment  objectives, 
risks,  fees,  expenses,  and  other  information  that  you  should  read  and  consider  carefully  before  investing. 

All  mutual  funds  are  subject  to  market  risk,  including  possible  loss  of  principal.  r 
©2007  Morningstar,  Inc.  All  rights  reserved.  Morningstar  Rating  is  a  registered  trademark  of  Morningstar,  Inc. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRA076214", 
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Sweating  the  details: 
pouring  metal  for  an 
engine  case  that  can 
power  a  Navy  frigate. 
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THE  WORLD  OF  INVESTMENT 
casting  is  this:  While  were  stand- 
ing here,  something  somewhere 
is  going  wrong,"  explains  a 
Precision  Castparts  Corp's  sales 
nanager  touring  one  of  the  company's  plants 
n  Portland,  Ore.  Nearby,  workers  carefully 
•our  molten  metal  into  delicate  sand  molds. 
It's  that  complex.  It's  that  intricate." 

Precision  is  in  many  ways  just  a  humble 
>artsmaker,  under  relentless  pressure  to 
educe  costs.  But  it's  making  airfoils  and 
xhaust  nozzles  for  the  brutally  high  stan- 
lards  of  the  aerospace  industry.  At  36,000 
eet,  even  the  tiniest  flaws  can  cost  lives. 


shapes.  They  do  not  have  to  worry  about 
the  115,000  pounds  of  thrust  generated  by 
each  engine  on  a  Boeing  777. 

Investment  casting  starts  with  a  model 
made  of  wax.  Precision  coats  the  wax  in  a 
layer  of  ceramic,  called  an  investment,  and 
then  in  layers  of  sand  to  form  a  shell. 
Melt  the  wax  out,  pour  molten  metal  into 
the  mold,  then  blast  the  mold  off  with 
sandblasting  or  water  jets  and  you've  got 
your  part. 

Such  components  can  weigh  anywhere 
from  a  few  ounces  to  a  ton  and  can  sell 
from  $50  to  more  than  $100,000.  The  com- 
pany has  expanded  from  its  base  in  Port- 


casting  plants  to  make  parts  for  General 
Electric  jet  engines  in  the  late  1960s.  Pratt  & 
Whitney  soon  came  calling,  too.  But  Cooley 
had  a  habit  of  ignoring  looming  downturns 
and  stuck  Precision  with  a  massive  excess 
inventory  and  capacity  in  the  early 
1990s.  His  successor,  GE  veteran  William 
McCormick,  engineered  the  company's 
entry  into  the  forging  business  by  acquiring 
aerospace  parts  maker  Wyman-Gordon  in 
1999.  (Forging  is  the  process  of  beating 
metal  into  shape,  like  a  blacksmith  making 
a  scythe.)  Neither  man  boosted  Precision's 
net  margin  out  of  the  single  digits.  During 
Donegan's  reign  that  margin  has  doubled  to 


t  relentless  focus  on  fewer  mistakes 
nd  lower  costs:  "If  you're  not  a  fan  of  in- 
our-face  management,  don't  work  here." 

'arts  as  big  as  a  dining  room  table  must  be 
nade  with  errors  no  bigger  than  300  mil- 
lonths  of  an  inch.  Parts  that  are  out  of  spec 
;o,  expensively,  back  into  the  melting  pot. 

Under  Mark  Donegan,  a  former  Pred- 
ion plant  manager  who  became  chief  exec- 
itive  five  years  ago,  the  $6.3  billion  (sales) 
ompany  makes  fewer  mistakes  and  is  more 
•rofitable  than  ever.  Reason:  a  rigorous  sys- 
em  of  continuous  inspection  he  calls,  sim- 
>ly,  "our  operating  system."  Precision  uses 
he  investment  casting  process,  developed 
>y  jewelers  5,000  years  ago.  Jewelers  want 
ine  detail  in  complex  three-dimensional 


land  to  107  plants,  including  one  in  France 
that  makes  large  titanium  castings  for  the 
European  aerospace  industry  and  one  in 
China  that  churns  out  high-grade  waxes. 
Precision  airfoils  (turbine  blades  in  the 
hottest  part  of  a  jet  engine),  exhaust  cases 
(the  nozzle  directing  thrust  out  the  back) 
and  other  castings  can  be  found  on  virtu- 
ally every  model  of  jet  plane,  from  a  Boeing 
777  to  commuter  jets  made  by  Brazil's 
Embraer  and  the  Navy's  F-18  Hornet 
fighter  plane. 

Precisions  founder,  a  Harvard-trained 
engineer,  Edward  Cooley,  started  using  his 


13%.  Over  those  five  years  shares  have 
jumped  tenfold  to  a  recent  $138.  Donegan 
insists  there's  no  genius  at  work.  "I  don't 
think  of  myself  as  a  very  clever  person,"  he 
says.  "I'm  a  basic  blocker  and  tackier." 

Now  51,  Donegan  studied  accounting 
and  played  linebacker  at  Villanova  Univer- 
sity in  the  1970s.  He  arrived  at  Precision 
from  GE  at  age  29  to  supervise  parts  finish- 
ing in  Portland;  thanks  to  his  daily  work- 
outs, he  looks  like  he  could  still  work  one  of 
those  heavy  jobs.  Donegan,  who  sports  a 
trim  highway-patrolman  moustache,  has 
no  p.r.  department,  rarely  gives  interviews 
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and  is  guarded  about  sharing  details  or 
breaking  down  numbers  from  any  of  his 
factories.  He  declined  to  be  photographed. 

Donegan  is  not  so  demure  inside  Preci- 
sion. "He's  kind  of  like  a  football  coach,  so 
he  stands  up  and  instructs  people,"  explains 
one  of  his  lieutenants.  Most  of  all,  Donegan 
embraces  regimen.  When  he  hits  the  road 
on  one  of  his  factory  sweeps,  he  will  usually 
eat  at  the  same  restaurant  he  did  on  the  pre- 
vious visit,  and  he  never  misses  his  exercise. 
All  his  reviews  revolve  around  26  familiar 
charts,  one  listing  accomplishments  at 
the  plant  and  the  other  25  shortcomings, 
problems  or  unrealized  goals.  "They  know 
what's  coming,"  he  says.  His  system,  evolved 
over  years,  starts  with  the  fundamental 
requirement  that  a  plant  must  cut  its  costs 
by  2%  every  quarter.  But  to  follow  the 
progress  toward  that  goal,  every  department 
in  each  factory  produces  a  daily  statement 
showing  inventory,  receivables  and  man- 
hours  per  part.  All  department  statements 
are  all  rolled  up  into  reports  that  describe 
performance  across  plants,  divisions  and 
the  entire  company. 

Then  comes  a  system  of  relentless 
inspections  that  works  like  a  Russian 
matryoshka  doll.  Each  department  super- 
visor gets  visits  from  the  plant  manager 
to  discuss  performances — daily,  weekly, 
monthly,  quarterly.  Once  a  month  plant 
managers  huddle  with  the  president  of 
their  divisions.  And  once  a  quarter  Done- 
gan himself  shows  up.  He's  on-site  in  a  fac- 
tory 200  or  so  times  a  year. 

"If  you're  not  a  fan  of  in-your-face  man- 
agement, don't  work  here,"  says  Charles 
Zwick,  60,  who  used  to  run  a  plant  in  Port- 
land that  makes  exhaust  cases  and  now 
helps  run  Precision's  management  training 
department.  In  2003,  when  Zwick  was  still  a 
plant  manager,  he  started  missing  2%  cost- 
cutting  quarterly  goals.  Donegan  called.  "He 
said:  'I  can  help  you.  Do  you  want  some 
coaching?'"  Zwick  recalls.  The  two  pored 
over  months  of  statements  in  search  of 
problems,  ultimately  deciding  to  change  the 
mix  of  parts  made  by  his  plant.  Now  Done- 
gan often  asks  Zwick  to  fly  to  a  plant  and 
help  other  struggling  managers. 

Nitpicking  rules.  Precision's  receivables 
as  a  percentage  of  sales  are  down  slightly 
from  19.8%  to  15.8%  since  2003.  Sales  per 
employee  are  up  95%  to  $271,000. 


Aerospace  parts  engineers  tend  to 
yawn  when  it  comes  to  cost-cutting.  That's 
fine  by  Donegan — he  has  been  buying 
companies  that  aren't  as  good  at  cost- 
cutting  as  Precision  is.  When  it  was 
acquired,  Wyman-Gordon's  net  margin 
had  slumped  to  4.5%  and  revenue  was 
$753  million.  It  had  ceased  to  sell  some 
parts  because  their  going  prices  had  fallen 
to  below  its  costs.  Donegan  saw  opportuni- 
ties for  savings  everywhere.  One  of  the 
company's  key  products  was  the  jet-engine 
disc,  a  spinning  part  in  the  core  of  a  jet 
engine.  Wyman's  disc-forging  operation 
routinely  wasted  metal  and  labor,  then 
passed  along  the  cost.  Its  plant  in  Houston 
couldn't  come  close  to  hitting  exact  toler- 
ances, forging  versions  of  the  discs  well  out- 
side ideal  specs,  leaving  to  its  customers  the 
task  of  machining  the  discs  down  to  final 
form.  "The  difference  between  the  shape 
we  were  shipping  and  the  one  that  ended 
up  in  the  air  was  massive,"  Donegan  recalls. 

Naturally,  he  forced  Wyman  into  daily 
performance  reviews.  Within  weeks  it  was 
forging  raw  disc  shapes  that  needed  far  less 
machining  to  reach  final  form — meaning 
cost  savings  for  the  customers.  Donegan 
used  early  successes  to  convince  Pratt  & 
Whitney  and  GE  that  Wyman  could  supply 
other  parts  it  had  once  made  for  them. 
Precision's  forgings  business  has  since 
quadrupled,  partly  through  acquisitions,  to 
approximately  $3  billion  a  year. 

What's  to  stop  the  Chinese  from  taking 
customers  away?  If  casting  aerospace  parts 
were  easy,  foreigners  would  have  stolen  the  I 


business  years  ago.  But  the  gases  in  the 
hottest  section  of  a  jet  engine  reach  about 
2,500  degrees  Fahrenheit — enough  to  liquefy 
the  nickel -based  alloy  of  Precision's  airfoils. 
(The  airfoils  don't  melt  because  they're 
hollow  to  allow  slighdy  cooler  air  to  circu- 
late in  their  cores.)  At  those  temperatures 
microscopic  flaws  can  develop  into  cracks. 
The  engine  could  fail,  a  plane  could  crash. 

Precision  dotes  on  each  component  like 
a  mother  hen.  Workers  wrap  insulating 
blankets  around  the  cooling  molds  to  get 
the  metal  to  solidify  evenly  from  the  bottom 
up.  They  reheat  some  to  2,000  degrees 
Fahrenheit  and  place  them  under  15,000 
pounds  per  square  inch  of  pressure  for  four 
hours  to  encourage  the  metal's  crystals  to 
line  up  into  a  stronger  form. 

Every  part  must  be  traceable.  If  a  jet 
engine  fails  on  a  flight  anywhere  in  the 
world,  the  serial  numbers — and  a  wealth  of 
data — are  pulled  from  every  Precision  com- 
ponent in  the  engine.  Investigators  learn 
exactiy  which  day  the  part  was  made,  who 
worked  the  line  that  day  and  which  suppli- 
ers produced  raw  materials  for  the  alloy. 

To  keep  chugging,  Donegan  is  eyeing 
other  high-value  components  makers.  In 
2003  he  paid  $729  million  for  SPS  Technolo- 
gies, .maker  of  fasteners  for  aerospace  and 
cars.  These  are  hardly  commodity  parts: 
Some  bolts  have  a  tensile  strength  of 
260,000  pounds  per  square  inch,  four  times 
what  you  get  from  the  bin  at  the  hardware 
store.  There's  lots  of  room  for  error — and 
for  the  fixes  that  have  become  standard  pro- 
cedure at  Precision.  F 
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Digital  Tools 


Daniel  Lyons 


Zune's  New  Tune 


THE  ORIGINAL  MICROSOFT  ZUNE  WAS  UGLY,  A 
portable  digital  music  player  about  as  sleek  as  a  shoe- 
box  and  encased  in  a  laughingstock  of  drab  shells.  But, 
oh,  those  plucky  underdogs  at  Microsoft,  they  keep 
chipping  and  chipping  away. 
A  second  generation  of  Zune  has  been  on  sale  for  a  couple  of 
nonths,  and  while  it  wont  knock  the  iPod  out  of  the  top  spot 
inytime  soon,  it  is  a  big  leap  forward.  The  new  Zune  is  thinner, 
:omes  in  vibrant  colors  and  pairs  with  a  much -improved  online 
service.  As  it  always  does  with  rivals,  Microsoft  doesn't  stop  until 
t  closes  the  gap. 

The  Zune's  marketers  are  having  to  play  jujitsu,  using  the 
Pod's  ubiquity  against  it.  Microsofties  won't  put  the  message 
his  bluntly,  but  the  pitch  goes  something  like  this:  Every  dumb 
mppie  poser  has  an  iPod.  Your  parents  and  grandparents  have 
Pods.  Do  you  really  want  to  be  like  them?  Or  are  you  a  rebel, 
i  hipster,  the  first  on  your  block  to  have  something  different? 
Without  talking  numbers,  Microsoft  says  Zune  has  gained  a 


foothold  among  kids  ages  13  to  24  and  among  fans  of  urban  and 
hip-hop  music.  "We're  developing  a  brand  that  is  more  warm, 
more  welcoming,  kind  of  a  smarter  alternative,"  says  Jason  Rein- 
dorp,  a  marketing  director  at  Zune  who  earlier  helped  Audi 
position  itself  as  the  cooler  alternative  to  the  nouveaux  riches' 
BMW.  "The  folks  on  the  cutting  edge  of  that  group  said,  'I  don't 
want  a  waify  little  iPod.  I  like  the  color  of  the  Zune.  I  like  the 
chunkiness.'"  To  push  this  along,  Microsoft  is  sponsoring  con- 
cert tours  by  Velvet  Revolver,  Chemical  Brothers,  MIMS, 
Ladytron  and  CSS. 

To  test  Microsoft's  appeal  with  the  cutting  edge,  I  lent  a  new 
8-gigabyte  Zune  to  Sara  Itani,  a  17-year-old  computer  geek  and 
hip-hop  fan  who  is  heading  to  Massachusetts  Institute  of  Tech- 
nology next  fall.  Her  takeaway:  "I  love  it.  It's  better  than  the  iPod 
Nano.  The  interface  blows  me  away.  It's  more  efficient.  And  the 
Zune  software  is  really  pretty.  It  makes  iTunes  look  like  a  spread- 
sheet, honestly." 

The  new  Zunes  have  some  useful  features  the  iPod  lacks, 

such  as  a  built-in  FM  tuner  and 
wireless  synchronization,  which 
lets  the  Zune  in  your  living 
room  automatically  fetch  new 
songs  from  the  PC  in  your 
office.  Once  you  get  used  to  the 
synch  feature  you  really  don't 
want  to  give  it  up.  The  Zune's 
touchpad  is  now  arguably  better 
than  the  scroll  wheel  on  tradi- 
tional iPods,  though  it's  not  as 
fun  as  finger-flicking  through 
albums  on  an  iPod  touch. 

Microsoft  also  offers  a  sub- 
scription service,  something 
Apple  has  resisted.  For  $15  a  month  you  get  access  to  all  the 
music  in  the  Zune  Marketplace.  I  was  skeptical  at  first  about  rent- 
ing music,  but  now  I'm  hooked.  Instead  of  wondering  what  you 
should  buy,  you  only  need  to  wonder  what  to  toss.  The  Market- 
place is  great  at  showing  you  lists  of  performers  similar  to  the 
ones  you  like,  plus  a  list  of  that  artist's  influences.  The  page  for 
the  Black  Crowes  leads  you  to  Led  Zeppelin,  which  leads  you  to 
Willie  Dixon  and  Muddy  Waters. 

Microsoft  ambitiously  gave  the  Zune  the  ability  to  "squirt" 
songs  wirelessly  to  other  Zunes  and  connect  them  using  Zune 
Social,  a  social  network  based  on  music.  But  good  luck  finding 
another  Zune  user  at  an  airport  or  on  a  train.  There  aren't  yet 
enough  of  them  to  make  these  services  worthwhile. 

Which  brings  us  back  to  Sara,  who  says  she  would  buy  a 
Zune  if  she  didn't  already  own  two  fully  accessorized  iPods  and 
tons  of  songs  and  videos  that  will  only  play  on  an  iPod.  She's 
locked  in.  Over  the  holidays  she  upgraded  to  an  iPod  touch. 
Microsoft,  you've  got  your  work  cut  out  for  you.  F 


Microsoft's 
pitch:  Every 
yuppie  poser 
has  an  iPod. 
Do  you  really 
want  to  be  like 
them?  Or  are 
you  a  rebel? 


Forbes 


Daniel  Lyons  (dlyons@forbes.com)  writes  the  Secret 
Diary  of  Steve  Jobs  at  fakesteve.blogspot.com.  His  novel, 
Options,  came  out  in  October  2007. 
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The  search  for  better  tasting  foods  is  a  never-ending  pursuit 
for  food  companies.  Their  quest  often  brings  them  to  Grasse, 
France,  where  Cargill  operates  one  of  its  many  flavor  facilities 
around  the  world.  Here,  flavorists  team  with  application  and 
sensory  experts  to  create  unique  flavor  profiles  that  give 
food  and  beverage  companies  their  proprietary  recipes.  It's 
both  art  and  science.  And  though  we  work  with  thousands 
of  companies  and  products  all  over  the  world,  their  secrets 
are  safe  with  us.  This  is  how  Cargill  works  with  customers. 

c  o  1 1  a  b  o  ra  te   >  create   >  succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People:" 


Technology 

SOFTWARE 


Steve  Waldis  is  riding  the  iPhone  wave.  But  his 
company,  Synchronoss,  will  need  more  than  that  to 
keep  shareholders  happy  j  By  Susan  Kitchens 


I  F  THE  IPHONE  HAS  BEEN  GOOD  FOR 
H  Apple  and  Steve  Jobs,  it  has  been 
I  sensational  for  Stephen  Waldis.  Each 
|  time  a  buyer  of  the  iPhone  activates 
Hi  service  online  with  AT&T,  Waldis 
gets  a  slice,  an  estimated  $8.  His  small 
New  Jersey  company,  Synchronoss,  sells 
the  software  that  AT&T  (iPhone's  exclusive 
carrier)  uses  to  allow  customers  to  regis- 
ter and  switch  on  their  phone.  Better  yet 
for  Waldis,  40,  Jobs  has  mandated  that  the 
only  way  to  activate  the  iPhone  is  through 
the  Web. 

In  the  quarter  following  the  i Phones 
June  launch,  Synchronoss'  net  income 
more  than  doubled  to  $8  million  from  the 
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year  before,  while  sales  rose  82%  to  $34 
million.  Its  $34  share  price  is  up  from  the 
$8  initial  offering  price  in  June  2006. 
Waldis,  who  grew  up  in  a  middle-class 
New  Jersey  family  and  needed  a  baseball 
scholarship  to  help  pay  for  college,  has  a 
$64  million  stake. 

But  counting  on  the  iPhone  is  a  tenu- 
ous proposition — especially  since  Apple 
said  in  October  that  buyers  of  as  many  as 
18%  of  the  1.4  million  iPhones  sold  had 
unlocked  the  device  for  use  with  a  service 
provider  other  than  AT&T.  That  cuts 
AT&T  out  of  the  activation  loop  and  thus 
Synchronoss.  So  pressure  is  on  Waldis 
now  to  diversify  his  customer  base  and  to 


win  business  beyond  just  cell  phones. 
Currently  AT&T  accounts  for  77%  of  sales, 
not  all  iPhone-related. 

Waldis  previously  managed  business 
customer  accounts  at  AT&T  after  its 
breakup  in  the  mid-1980s.  That  event  cre- 
ated not  only  several  regional  players,  but 
wreaked  havoc  in  the  back-office  billing 
systems,  which  weren't  set  up  to  work 
efficiently  with  the  Bells  in  those  early 
days.  Manually  changing  billing  reports, 
and  the  way  they  were  calculated,  was 
expensive  and  time-consuming.  He  auto- 
mated the  system  to  allow  AT&T  to  change 
and  create  statements  cheaply. 

Seeing  an  opportunity,  Waldis  left 
AT&T  along  with  a  colleague  and  started 
what  became  Synchronoss  at  the  peak  of 
the  dot-com  boom  in  2000.  The  pair 
used  collateral  on  their  homes  to  finance 
operations  and  struggled  to  survive  the 
tumultuous  markets  of  the  early  2000s. 
Waldis  landed  $34  million  in  venture 
funding  in  200 1 .  That  wasn't  easy. 

Waldis  first  learned  of  the  iPhone 
opportunity  in  the  fall  of  2006,  when 
AT&T  and  Apple  were  in  discussions  to 
launch  the  device.  Since  Apple  wanted 
to  automate  the  activation  system, 
Waldis  says  AT&T  suggested  using 
Synchronoss  to  develop  the  necessary 
back-office  software.  By  one  estimate 
Synchronoss'  system  cuts  costs  for  com- 
panies such  as  AT&T  by  60%  compared 
to  using  live  customer  service  reps. 

Waldis  is  trying  to  parlay  his  software 
into  providing  similar  services  to  other 
customers,  like  cable  companies.  One 
promising  area:  activating  the  so-called 
triple-  and  quad-play  packages  in  which 
residential  customers  pick  up  Internet, 
cable  and  cell  phone  service  at  once  from 
Time  Warner  Cable  or  Comcast.  Last  year 
these  industry  titans  signed  on 
Synchronoss  to  process  orders  as  part  of 
a  joint  venture  with  Sprint. 

Most  of  Synchronoss'  competition 
could  come  from  its  telecom  customers,  if 
they  decide  to  create  their  own  registra- 
tion software.  "There  is  a  ton  of  competi- 
tion," Waldis  allows,  but  he  argues:  "If  you 
can  get  this  service  better,  cheaper,  faster, 
why  would  you  do  it  yourself  when  you 
can  rely  on  somebody  else?"  F 


"2,500,000  prints  with  no  breakdowns. 
We've  never  seen  reliability  like  this." 


—  Buyers  Laboratory  inc. 


YOURMFP 


KY0CERA  KM-8030 


Vhen  are  you  going  to  make  your  move? 


We  Don't  Just  Claim  Reliability,  We  Prove  It! 

Everyone  claims  to  be  reliable.  But  only  a  real-world  test  proves 
it.  That's  why  Kyocera  asked  the  independent  authority  of 
Buyers  Laboratory  Inc.®  to  put  the  Kyocera  KM-8030  through  a 
demanding  test:  20,000  pages  per  day,  printing  and  copying, 
over  a  wide  range  of  sizes,  settings,  and  modes,  with  only 
scheduled  preventive  maintenance. 

ie  results?  2,500,000  prints  -  0  breakdowns.  BLI  has  never  seen  anything  like  it,  confirming 
at  the  KM-8030  "gave  a  reliability  performance  that  was  virtually  flawless  -  a  truly  impressive 
at."  The  award-winning  reliability  of  Kyocera  printers,  copiers,  and  MFPs. 
sit  our  website  to  find  a  dealer  near  you:  www.kyoceramita.com 


:ertificate  of  reliability 

2,500,000  PRINTS 

Buyers  Laboratory  Inc. 


People  Friendly 


The  New  Value  Frontier 

:8  KyucERa 


Its  based  on  an  independent,  commissioned  study  of  extended-term  reliability  administered  by  BLI.  The  test  simulated  actual  office  conditions  and  work  documents. 

08  KYOCERA  MITA  CORPORATION  KYOCERA  MITA  AMERICA,  INC.  "People  Friendly,""The  NewValue  Frontier," the  Kyocera "smile"and  the  Kyocera  logo  are  trademarksof  Kyocera. 
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She's  Got  Sole 

Tina  Aldatz-Norris  found  money  underfoot:  She 
makes  high-heeled  shoes  feel  as  good  as  they  look. 
By  Victoria  Murphy  Barret 


■  N  FEBRUARY  2003  TINA  ALDATZ-NORRIS 
I  was  in  a  classic  small  business 
I  squeeze.  She  nearly  lost  Foot  Petals, 
I  the  fast-growing  shoe  cushion  firm 
Hi  she'd  founded  two  years  before,  just 
as  she  landed  her  largest  order.  Retailer 
Stein  Mart  bought  30,000  pairs  of  Tip 
Toes,  a  small,  flower-shaped  foot  pad  for 
high -heeled  shoes. 

The  order  for  the  dainty  cushions, 
worth  $75,000,  was  huge  compared 
with  the  $500  purchases  made  by  the 
specialty  boutiques  that  were  Aldatz- 
Norris'  primary  customers.  She  couldn't 
fill  it.  A  third  of  her  customers  were  late 
on  payments,  and  she  owed  $150,000 
to  Remington  Products,  the  manufac- 
turer of  Foot  Petals.  In  a  stiffly  worded 
letter  Remington  threatened  to  halt 
shipments.  "I  was  in  a  panic,"  says 
Aldatz-Norris. 

Within  hours  she  hopped  on  a  red- 
eye flight  from  Los  Angeles  to  Cleveland, 
changing  into  a  suit  at  the  airport, 
and  drove  an  hour  to  Remington's 
Wadsworth,  Ohio  office.  That  morning 
she  convinced  Remington  to  convert  her 
debt  into  equity.  It  came  at  a  hefty  price: 
Aldatz-Norris,  39,  gave  up  a  fifth  of 
her  50%  equity  stake  in  her  company 
and  convinced  her  only  investor  to  sell 
most  of  his  shares,  without  a  profit,  to 
Remington.  But  it  saved  her  company 
from  insolvency  and  brought  business 
sense  where  fashion  had  ruled.  Stein  Mart 
got  its  Tip  Toes. 

Timothy  Remington,  president  of 
Remington  Products,  pressed  Aldatz- 
Norris  to  stop  selling  to  delinquent  retail- 
ers— even  the  fashionable  boutiques  that 
catered  to  celebrities,  whose  endorsement 
can  make  a  small  brand.  "We  had  battles 


early  on,"  says  Remington.  "We're  very 
conservative,  and  she  was  running  things 
very  aggressively." 

Says  Aldatz-Norris:  "I've  always 
emphasized  pushing  the  product  and 
building  a  brand.  I  didn't  realize  I  was 
risking  everything." 

She  shut  down  100  accounts  in  a  year, 
and  the  average  number  of  days  it  took 
for  a  customer  to  pay  went  from  120  to 
45.  The  tough  love  paid  off:  In  2007  Foot 
Petals  netted  $1.9  million  pretax,  a  53% 
increase  over  the  year  before,  on  $9  mil- 
lion in  sales,  a  70%  increase. 

Pretty  good  for  a  native  of  Fullerton, 
Calif,  who  dropped  out  of  high  school  at 
age  15.  Aldatz-Norris  says  her  father,  now 
deceased,  was  in  a  Mexican  gang  and  was 
addicted  to  heroin.  Her  mother  was  often 
on  welfare  while  battling  alcoholism. 
Aldatz-Norris  moved  in  with  a  family 
friend  and  bagged  groceries  at  Albertsons 
to  pay  bills  and  a  nominal  rent.  "The  rent 
was  simply  to  show  me  you  have  to  work 
for  things,"  she  says. 

Her  big  break  came  at  age  24,  when 
she  landed  a  job  as  assistant  manager  at 
a  Victoria's  Secret  store  in  South  Coast 
Plaza  mall  in  Costa  Mesa,  Calif.  Only 
three  years  later  she  was  managing  the 
lingerie  brand's  flagship  Manhattan  store 
and  then  went  on  to  be  a  top  merchan- 
diser for  BCBG  Max  Azria,  the  young 
women's  apparel  maker  and  retailer. 

"I'm  a  remarkably  hard  worker,"  says 
Aldatz-Norris,  who  got  her  high  school 
equivalency  diploma  at  age  16.  "I'm 
always  trying  to  make  up  for  what  I  feel  is 
a  hole  in  my  resume." 

Making  up  for  an  early  misstep 
helped  her  come  up  with  the  idea  for  Foot 
Petals.  During  childhood  Aldatz-Norris  I 
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accidentally  stepped  on  hot  coals  left  in 
the  sand  on  the  beach.  She  suffered  third- 
degree  burns  and  has  endured  a  lifetime 
of  blister-prone  spots.  She  became  an 
expert  on  frumpy  foot  pads,  gels  and 
insoles,  but  never  found  the  perfect  fit — 
or  look.  "I'd  slip  off  my  stilettos  on  a  date 
and  the  guy  would  notice  all  this  blue  gel 
and  padding.  It  was  embarrassing,"  says 
the  now  married  Aldatz-Norris. 

In  early  2001  she  created  Foot  Petals — 
most  pads  fit  under  the  ball  or  heel  of 
the  foot — as  "a  pretty  solution  to  an 
ugly  problem."  She  spent  six 
months  researching  materials. 
"Everything  shriveled  or 
peeled  away  eventually,"  she 
says.  The  exception:  Poron,  a 
shock-absorbing,  durable  foam 
jjr  urethane  made  by  Rogers  Corp.  of 
Killingly,  Conn.  Its  also  used  in  auto- 
mobile bumpers  and  electronics. 
To  fund  travel  and  pay  for  product 
samples  Aldatz-Norris  maxed  out  four 
credit  cards  and  cashed  out  her  $13,000 
401(k).  In  January  2001  she  found  an 
investor  in  a  friend's  father-in-law. 
Armando  DuPont,  who  owns  a  land 
survey  firm  called  Calvada  in  Corona, 
Calif,  wrote  her  a  $10,000  check  after 
sampling  a  cushion.  He  eventually 
invested  $250,000,  for  a  50%  stake  in  Foot 
Petals  (most  of  which  he  later  relin- 
quished to  Remington). 

Early  on  Aldatz-Norris  considered 
having  the  pads  made  abroad,  but  she 
knew  from  her  retail  experience  about  the 
shipment  delays  and  freight  expenses  that 
come  with  foreign  sourcing  and  decided 
against  it. 

To  set  the  pads  apart  from  the  dowdy 
versions  seen  in  mass  markets,  Foot 
Petals,  which  cost  less  than  $1  each  to 
make  and  retail  for  $7  a  pair,  come  in 
pink,  black  and  animal-print  fabrics  and 
are  shaped  like  clouds  and  hearts. 
Aldatz-Norris  hired  two  artists  to  design 
flowery  packaging.  She  avoided  selling 
to  food  and  drugstores,  where  Dr. 
Scholl's  dominates.  In  May  2001  she  gave 
away  200  pairs  at  an  apparel  show  and 
landed  $100,000  worth  of  orders.  "I  was 
elated.  We  were  in  business,"  she  says. 

But  dozens  of  retailers,  hesitant  to  take 
a  risk  on  an  untested  vendor,  canceled  or- 


ders as  retail  sales  dropped  in  late  2001.  Al- 
datz-Norris was  forced  to  sell  into  smaller 
stores.  She  agreed  to  take  back  merchandise 
that  didn't  move.  Less  than  1%  of  of  the  pads 
came  back,  and  in  a  year  Foot  Petals  had  300 
accounts  totaling  $630,000. 

It  took  two  years  to  land  sales  with  big 
department  stores.  One  hurdle:  High-end 
stores  give  shoe  pads  away,  as  an  entice- 
ment for  customers  to  buy  ill-fitting  shoes. 
But  a  fashion  trend  was  a  boon  to  Foot 
Petals.  Stylish  women  were  ditching  panty 
hose  and  tights  to  go  bare-legged,  even  in 
cool  weather.  That  made  some  shoes 
uncomfortable.  And  hosiery  departments 
wanted  new  products  to  offset  sagging 
panty  hose  sales.  In  late  2003  Nordstrom 
tested  Foot  Petals  in  stores  and  reordered 
within  two  weeks.  A  year  ago  Aldatz- 
Norris  landed  Dillard's  as  a  customer. 

Rivals  have  crept  out  of  the  wood- 
work. In  2004  Kayser-Roth,  via  its  Hue 
line,  introduced  Foot  Cloud,  a  shoe 
pad  that's  indistinguishable  from  Foot 
Petals'  Tip  Toes.  Dr.  Scholl's  introduced 
For  Her,  a  line  of  gel  pads  with  flower- 
patterned  packaging.  The  company, 
owned  by  Schering-Plough,  says  "pro- 
prietary research"  sparked  the  idea. 
Aldatz-Norris  spoke  to  lawyers  but 
decided  against  any  legal  action  or  a 
design  patent.  "This  is  an  industry  of 
knockoffs,"  she  says.  "I  had  to  learn  to 
live  with  that  and  continue  to  innovate 
before  everyone  else." 

In  December  she  signed  a  deal  with 
online  shoe  retailer  Zappos  to  build  pads 
into  Zappos-branded  shoes.  These  will 
debut  in  the  spring  with  Foot  Petals'  logo 
prominently  displayed.  Aldatz-Norris  is 
also  rolling  out  foot-friendly  $19  lotions, 
soaps  and  deodorants  in  a  line  called  Sexy 
Sole-utionz.  Nordstrom  is  a  buyer.  Aldatz- 
Norris  bets  this  will  take  her  brand  into 
cosmetic  stores,  like  Sephora,  where  she 
can  then  sell  foot  cushions.  She  recently 
launched  a  line  of  cushions  for  men. 

But  Aldatz-Norris  is  realistic  about 
her  prospects  as  a  small  player  fighting 
bigger  companies  with  more  clout  in 
mainstream  stores.  She  wants  to  sell. 
"The  right  company  could  take  this 
brand  farther  than  I  can.  Plus,  I  have  a 
million  ideas  where  this  one  came  from." 
Her  price:  $20  million.  F 
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The  Cancer 
That  Shouldn't  Be 


Qiagen's  Douglas  White 
and  James  Godsey  led 
the  HPV  test  effort. 
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Cervical  cancer  is  almost  entirely  preventable  with  a  new  genetic  test. 
Yet  doctors  still  cling  to  the  highly  unreliable  Pap  smear. 
Something  is  very  wrong  here  |  By  Claire  Cain  Miller 


CHRISTINE  BAZE  AND  HER  HUS- 
band  of  seven  years  were  plan- 
ning to  start  a  family  in  2000 
when  she  found  out  she  had 
cervical  cancer.  At  31  she 
underwent  a  hysterectomy  followed  by 
three  months  ot  drugs  and  radiation. 


Baze  was,  as  she  describes  it,  "the  girl 
who  was  doing  everything  right,"  getting 
annual  Pap  smears  that  screen  for  pre- 
cancerous cervical  cells.  But  the  Pap  test 
missed  the  cancer  that  had  been  growing 
inside  her  for  a  decade.  Each  test  had 
returned  a  negative  result.  With  early 


detection,  Baze  could  have  treated  her 
cancer  with  chemotherapy  and  radia- 
tion."I  was  devastated,  and  incredibly 
pissed  at  my  doctors  office.  If  theyd  found 
the  tumor  three  years  earlier,  I  could  have 
kept  my  uterus  and  had  a  child,"  says  Baze, 
now  39  years  old  and  executive  director  of 
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:he  Yellow  Umbrella,  a  cervical  cancer 
prevention  group  she  founded  in  2002. 

It  borders  on  the  scandalous  that  cer- 
vical cancer,  among  the  few  cancers  that 
ire  preventable,  kills  310,000  women  a 
rear  worldwide.  In  2007, 1 1,150  women  in 
:he  U.S.  were  diagnosed  with  it.  Half  of 
hem  had  not  had  a  recent  Pap  test. 
\nother  third  did  get  tested  but  got  false 
legatives  from  the  65-year-old  Papanico- 
aou  biopsy.  The  Pap  test  is  valuable,  hav- 
ng  cut  the  rate  of  cervical  cancer  by  70%, 
>ut  it  is  archaic.  It  calls  on  a  lab  technician 
)r  machine  to  peer  at  a  daub  of  cervical 
:ells  under  a  microscope  to  spot  the 
ibnormal  precancerous  ones.  This  arti- 
;anal  approach  yields  false  negatives 
petween  13%  and  45%  of  the  time. 

The  persistence  of  the  Pap — 55  mil- 
ion  are  performed  each  year — is  espe- 
:ially  frustrating  for  Qiagen,  the  German 
iiagnostic  tools  firm  that  paid  $1.6  bil- 
ion  in  cash  and  stock  to  buy  Digene,  a 
3aithersburg,  Md.  biotech  firm  that 
nvented  a  far  more  accurate  test. 

For  $49,  12  bucks  more  than  a  Pap, 
^iagen's  HPV  test  can  spot  the  genetic  fin- 
gerprint of  the  human  papilloma  virus 
hat  hides  within  cervical  cells.  HPV  infec- 
ion  is  a  necessary  precursor  to  cancer. 
Zatch  it  early  and  you  won't  get  cervical 
;ancer.  The  Food  &  Drug  Administration 
ipproved  Digenes  HPV  test  in  2003  for  cer- 
vical cancer  screening  alongside  the  Pap 
or  women  over  30.  It  gives  a  false  negative 
"or  precancer  only  5%  of  the  time.  Yet 
hree-quarters  of  women  in  the  U.S.  have 
lever  taken  it. 

One  reason  doctors  like  the  Pap  is  that 
t  brings  patients  back  every  year.  The 
iPV  test  is  needed  only  once  every  three 
rears  because  the  test  is  so  accurate  and 
nost  women  fight  off  HPV  infections  on 
heir  own.  Without  Pap  as  a  draw,  doctors 
ire  concerned  their  patients  will  fall 
pehind  on  other  checkups  like  breast 
:xams.  Docs  are  also  afraid  of  losing  the 
ncome  from  annual  visits,  says  Walter 
<Cinney,  a  gynecologic  oncologist  at  Kaiser 
3ermanente  in  Sacramento,  Calif. 

Kaiser  added  the  HPV  test  in  2004  for 
■outine  screening  alongside  the  Pap.  That 
nove  saved  Kaiser's  doctors  from  having 
:o  go  back  and  remove  more  cells  from 
patients  in  the  6%  of  Paps  that  return 


inconclusive  results.  For  every  dollar  spent 
doing  Paps,  it  was  spending  another  on 
follow-ups,  which  are  often  unnecessary: 
Irregular  Paps  are  often  the  result  of 
inflammation  that  goes  away  on  its  own. 

Ellen  Sheets,  chief  medical  officer  of 
Pap  maker  Hologic,  says  that,  while  the 
Pap  does  produce  more  false  negatives 
than  the  HPV  test,  it  produces  fewer  false 
positives.  "We  believe  your  best  bet  is  to 
get  the  Pap  smear  so  you  know  what's 
wrong  today,  not  find  out  what  might  go 
wrong  in  the  future." 

Other  clinicians  disagree.  "The  time 
has  come  that  we  need  to  make  a  conver- 
sion [to  the  HPV  test].  It  would  be  doing 
women  a  disservice  not  to,"  says  Cosette 
Wheeler,  a  University  of  New  Mexico 
School  of  Medicine  professor  who  has 
spent  her  career  studying  HPV. 

Three  studies  published  in  October,  two 
in  the  New  England  Journal  of  Medicine  and 
one  in  Lancet,  supported  using  the  HPV  test 
in  place  of  or  in  tandem  with  the  Pap.  Roche 
also  has  an  HPV  test  now  under  FDA  review, 
and  biotechs  Third  Wave,  Gen-Probe  and 
SensiGen  are  developing  tests. 

Merck's  heavy  marketing  of  its  two- 
year-old  Gardasil  HPV  vaccine  ($1.3  bil- 


By  the  Numbers 


lion  in  annual  sales)  has  educated  young 
women  about  the  link  between  HPV  and 
cervical  cancer,  but  it  may  also  create 
problems  for  Qiagen,  which  now  has  to 
convince  vaccinated  patients  that  they  still 
need  to  be  screened.  Gardasil  protects 
against  only  2  of  the  15  types  of  cancer- 
inducing  genital  HPV  strains,  and  its  long- 
term  effectiveness  is  unproved. 

HPV  gets  picked  up  eventually  by  nearly 
all  sexually  active  people  through  skin-to- 
skin  contact.  Researchers  discovered  in  the 
mid-1980s  that  the  virus  was  linked  to  cer- 
vical cancer.  A  decade  later  they  determined 
that  15  of  the  more  than  100  HPV  types 
caused  virtually  all  cases  of  cervical  cancer. 

Digenes  test,  shepherded  by  marketer 
Douglas  White  and  researcher  James  God- 
sey,  uses  a  chemical  reagent  to  separate  a  cer- 
vical cell's  DNA  into  two  strands  in  a  vial.  A 
robotic  arm  squirts  in  RNA  molecules  culled 
from  13  high-risk  HPV  strains.  The  RNA  is 
designed  to  bind  to  the  cell's  DNA  if  the  virus 
is  present,  forming  a  hybrid  molecule.  An- 
tibodies and  enzymes  added  to  the  sample 
will  light  up  if  they  find  the  hybrid. 

Qiagen,  which  grossed  $560  million  in 
the  last  12  months  from  sales  of  diagnostic 
test  components,  says  the  HPV  test  will  add 
$265  million  next  year.  Its  chief  executive, 
Peer  Schatz,  says  the  potential  market  is 
$1.5  billion  worldwide  and  could  grow  as 
countries  replace  the  Pap  with  the  HPV  test. 

Qiagen  is  developing  a  genotyping  test 
that  would  tell  the  patient  whether  she  has 
one  of  the  two  more  virulent  types  of  HPV 
that  cause  70%  of  cancers.  It  could  be  avail- 
able by  2009.  Qiagen  is  also  readying  for  de- 
livery a  briefcase-size  device  called  FastHPV 
for  use  in  developing  countries.  Funded  by 
the  Gates  Foundation  and  developed  with 
global  health  not-for-profit  PATH,  the 
FastHPV  machine  requires  no  electricity  or 
potable  water,  is  simple  to  use  and  returns 
results  in  two  hours,  so  women  can  get 
treated  immediately.  One  Harvard  study 
predicts  that  the  test  could  halve  cervical 
cancer  rates  in  the  developing  world.  The 
test  could  be  introduced  in  China  in  2009. 
Trials  in  India  are  under  way 

Christine  Baze  is  confident  that,  with 
the  combination  of  the  HPV  test  and  the 
vaccine,  cervical  cancer  like  hers  will 
someday  be  a  thing  of  the  past.  "I  truly 
believe  we  can  eliminate  this  cancer."  F 
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Fanbook 

Ditch  your  Web  site.  Facebook  and  MySpace  are 
eager  to  help  small  businesses  find  friends. 
By  Helen  Coster 


ANY  PEOPLE  WHO  DINE  AT 
Junnoon,  a  ritzy  Indian  restau- 
rant in  Palo  Alto,  Calif.,  use  Face- 
book  to  schmooze  with  one  another. 
When  restaurateur  Sabena  Puri  realized 
that,  she  decided  to  make  sure  Junnoon 
had  its  own  spot  on  the  social  networking 
site.  Puri  created  a  profile  page  that 
includes  photos  of  the  restaurant,  reviews 
and  a  link  to  Amazon,  where  Facebookers 
can  buy  a  book  written  by  the  restaurants 
chef.  Since  August,  94  Facebook  users  have 
become  "fans"  of  Junnoon.  They  post 
reviews  of  meals  they've  had  there — one 
member  raves  about  its  lamb  biryani— and 
make  reservations  at  the  eatery. 

Puri,  who  paid  nothing  to  create  the 
profile,  offers  a  free  glass  of  champagne  to 
anyone  who  joins  Junnoon's  Facebook 
presence.  Puri  now  plans  to  send  e-mails 
promoting  Junnoon's  Facebook  site  to 
5,000  customers.  She  has  also  learned 
from  Facebook,  which  is  eager  to  boost 
revenue  from  advertisers,  that  60  mem- 
bers around  Palo  Alto  say  they  like 
Indian  food.  Puri  plans  to  target  them 
with  ads.  "They're  people  who  want  to 
know  about  us,"  she  says. 

Puri  is  among  a  number  of  small-fry 
entrepreneurs  using  Facebook,  MySpace 
and  other  networking  sites  to  communi- 
cate with  fans,  target  potential  customers 
and  generate  word-of-mouth  hype.  There 
will  be  lots  more:  Social  media  companies 
aim  to  attract  more  ad  dollars  by  offering 
to  mine  profile  data  of  their  members  so 
that  marketers  can  target  their  ads. 

In  November  Facebook  launched 
Social  Ads,  which  sends  ads  to  a  user's 
pals  when  a  member  makes  a  purchase 
from  a  participating  marketers  site.  Social 
Ads  cost  as  little  as  $5.  It  is  similar  to  Bea- 
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con,  the  free  program  that  allows 
Facebook  to  track  users'  purchases  and 
broadcast  them  as  a  newsfeed  to  their 
friends.  What's  different  is  that  users  can 
opt  out  of  Beacon,  which  critics  have 
blasted  as  a  privacy  threat.  They  can't 
dodge  Social  Ads.  And  at  MySpace,  under 
a  new  program  called  SelfServe,  the  site 
will  soon  allow  business  owners  to  follow 
a  series  of  prompts  to  quickly  choose  the 


audience  that  will  receive  online  ads. 

It's  working  out  nicely  for  Spreadshirt, 
a  Cambridge,  Mass.  outfit  that  sells  per- 
sonalized T  shirts,  hats  and  such.  The 
company  sends  banner  ads  to  random 
MySpace  members  as  they  fill  out  their 
personal  profiles.  Jana  Eggers,  chief  execu- 
tive of  Spreadshirt,  credits  the  banner  ads 
with  boosting  by  20%  the  number  of  peo- 
ple who  use  Spreadshirt  to  sell  their  own 
customized  products. 

Some  small  companies  find 
online  hobnobbing  more  effec- 
tive than  waiting  for  folks  to 
find  their  Web  sites.  Linda  Goodwin, 
the  owner  of  Shoreline  Surf  &  Wake- 
board  in  Ottawa,  Ont,  uses  Facebook 
to  let  its  904  fans  there  know  about 
store-sponsored  bus  trips  to  events.  (A 
wakeboard  is  like  a  small  surfboard, 
towed  by  a  motorboat.)  She  keeps 
people  interested  in  Shorelines 
Facebook  site  by  posting  videos  of 
people  using  wakeboards  that  they 
bought  at  her  shop.  "We  can  send 
messages  directly  to  [people]  instead 
of  waiting  for  them  to  visit  our  Web 
site,"  says  Goodwin. 

Like  other  small  companies, 
Goodwin  doesn't  pay  for  her  Face- 
book  presence.  But  Emily 
Riley,  an  analyst  with  Jupiter- 
Research,  says  social  net- 
working sites  may  eventually  offer 
entrepreneurs  more  promotional 
tools,  like  those  many  big  companies 
purchase. 

Sometimes,  as  in  the  real  world,  it 
takes  a  gimmick  to  get  people  engaged. 
The  Middlebury  (Vt.)  College  Book 
Store  hosts  promotions  for  Facebook 
fans — it  has  279 — who  can  win  free 
textbooks  and  get  discounts  on  their 
birthdays.  Lush  Ltd.,  producer  of 
handmade  skin  and  hair  products,  has 
links  to  six  different  organizations  on  its 
Facebook  profile  page,  including  Stop 
Global  Warming.  That  has  helped  the 
company,  which  set  up  its  profile  in  Novem- 
ber, attract  1,206  fans.  Global  warming  may 
help  bring  people  together  but,  once  they're 
hobnobbing,  they  "love  to  discuss  what 
they've  bought,"  says  Lush  Chief  Executive 
Mark  Constantine.  F 
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Not  long  ago 
the  Chicago  Merc 
was  a  raucous  little 
fraternity  of  hog 
belly  and  cattle 
traders.  How  did  it 
get  to  be  the  world's 
biggest  financial 
exchange? 


IS  A  YOUNG  BROKER  IN  THE  HOG  PIT  OF  THE 
Chicago  Mercantile  Exchange,  Terrence  A.  (Terry)  Duffy  learned 
how  to  break  up  fights.  It  was  a  boisterous  place  where  traders 
signaled,  shouted  and  elbowed  their  way  to  buy  and  sell  futures 
contracts.  By  waiting  for  the  bruisers  to  wear  themselves  down, 
Duffy  could  step  into  the  middle  of  an  altercation  and  avoid  get- 
ting hit.  "Make  sure  they're  tired  first,"  he  says.  He  must  have  been 
saving  his  strength  for  bigger  fights. 

Now  executive  chairman  of  CME  Group,  Duffy,  49,  has  duked 
it  out  with  rivals — as  well  as  with  friends  and  customers — to  cre- 
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ate  the  worlds  biggest  financial  exchange. 
Biggest,  that  is,  in  notional  value  traded,  at 
$5  trillion  a  day,  and  jockeying  for  biggest  in 
market  capitalization,  at  $35  billion.  (Corre- 
sponding numbers  for  NYSE  Euronext:  $2.6  tril- 
lion and  $21  billion.)  Over  the  six  years  of 
Duffy's  tenure  CME  has  embraced  electronic 
trading,  gone  public,  acquired  its  onetime 
largest  competitor  and  increased  daily  vol- 
ume from  2.2  million  to  14  million  contracts. 
It  has  pioneered  new  financial  instruments 
for  institutions  and  attracted  individuals  (see 
box,  p.  69)  with  futures  for  stock  indexes,  real 
estate  prices  and  the  weather.  Because  its  fu- 
tures markets  are  de  facto  monopolies,  CME, 
unlike  most  stock  exchanges,  has  been  able 
to  hold  steady  the  fees  it  collects— 63  cents, 
on  average,  per  contract,  on  both  sides  of 
every  trade,  compared  with  65  cents  five  years 
ago.  Its  operating  margin  (Ebitda  divided  by 
revenue)  of  60%  puts  it  even  with  Goldman 
Sachs  and  well  ahead  of  Microsoft.  Over  the 
12  months  ended  Sept.  30,  CME  Group,  in- 
cluding the  recently  acquired  Chicago  Board 
of  Trade,  netted  $763  million  on  revenue  of 
$2  billion.  Under  Duffy,  shares  have  jumped 
eighteenfold  to  a  recent  $621. 

A  decade  ago  the  Merc  was  a  clubby 
fraternity  where  people  traded  chiefly  via  an 
ancient  system  of  open  outcry.  Today,  while 
transformed  by  digital  trading,  CME  is  still  a 
place  for  farmers,  banks  and  almost  anyone 
else  to  lock  in  prices  of  pigs  or  corn  or  in- 
terest rates,  1 10  years  after  the  exchange  was 
formed  as  the  Chicago  Butter  &  Egg  Board. 
Its  6,739  members  own  or  lease  seats  that  give 
them  the  right  to  trade  futures  contracts  and 
options  on  futures  contracts  (for  definitions, 
see  box,  p.  68).  In  1971  a  Merc  member  who 
had  had  a  bad  day  sold  his  seat  for  a  Ben 
Franklin  note,  a  transaction  that  took  place 
alongside  a  urinal  in  the  trading  floor  men's 
room.  More  recently  a  CME  seat  sold  for 
$1.5  million. 

The  market  attracts  two  kinds  of  players. 
On  one  side  are  hedgers  using  the  market  to 
lock  in,  say,  the  price  of  corn  or  Treasury  notes. 
On  the  other  are  speculators  willing  to  assume 
the  risk  on  the  other  side  of  a  contract  in  hopes 
of  a  big  payday  on  someone  else's  loss.  The 
Merc  takes  two  cuts  on  a  transaction,  one  from 
the  seller  of  a  contract,  the  other  from  a  buyer. 
If,  before  the  contract  expires  in  three  months, 
the  buyer  decides  to  sell,  CME  collects  another 


$1.26  (63  cents  from  each  party). 

Duffy's  path  to  his  Chicago  River-view 
office  started  behind  the  bar  at  Chuck's  in 
Lake  Geneva,  Wis.,  where  he  poured  beer  and 
gin  for  visiting  traders.  In  1980  he  grabbed 
a  $58-a-week  offer  from  a  member  clearing 
firm  to  be  a  runner,  quitting  the  University 
of  Wisconsin  at  Whitewater  and  heading 
back  to  his  hometown.  Later,  as  a  broker, 
Duffy  stood  on  the  top  stair  of  the  pit  in  an 
exchange-issued  red  trading  jacket  and  filled 
orders.  While  some  pits  required  fighting  for 
position  and  wearing  platform  shoes  to  be 
seen,  Duffy  stood  out  because  of  his  talent 
for  schmoozing  with  customers.  His  grand- 
father had  been  an  alderman  and  Cook 
County  board  president,  a  cog  in  the  city's 
Democratic  machine.  Duffy,  who  developed 


a  reputation  as  a  snappy  dresser,  warmed  to 
politics  in  the  pit. 

The  Merc  could  have  toppled  under  its 
own  politics.  A  member-run  institution,  it  had 
200-odd  committees  to  decide  every  issue 
from  regulations  to  paint  colors  on  the  walls. 
But  members  were  kept  in  line  by  a  few  flam- 
boyant characters.  Leo  Melamed,  a  Jewish 
immigrant  from  Poland,  took  control  in  1969 
and  introduced  currency  futures  and  the 
International  Monetary  Market  to  the  ex- 
change. A  few  years  later  came  John  F.  (Jack) 
Sandner,  a  scrappy  Irish-Italian  defense 
lawyer  and  amateur  boxer  who  was  nearly 
denied  Merc  membership  in  part  because  of 
his  right  hook,  demonstrated  on  one  Merc 
member  in  what  Sandner  still  claims  was  an 
act  of  self-defense.  He  served  as  chairman  for 
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3  years.  In  1992  the  Merc  launched  electronic 
rading,  but  gradually  so  as  not  to  roil  floor 
irokers  who  would  one  day  have  to  give  up 
he  pits. 

Duffy,  meantime,  bought  a  seat  on  the 
xchange  in  1984,  with  help  from  a  $50,000 
nortgage  his  parents  took  out  on  their  home, 
n  1995  he  worked  his  way  onto  the  then  34- 
nember  board,  where  he  got  to  know  Craig 
)onohue,  a  Merc  lawyer.  Donohue,  now  46, 
lad  planned  to  be  a  pharmacist  until  he  saw 
lis  stepfathers  drugstore  get  crushed  by  big- 
;er  competition.  So  he  went  to  law  school, 
lather  than  move  to  New  York  and  be  a 
ecurities  attorney,  he  got  a  job  at  the  Merc, 
vith  a  starting  salary  of  $40,000. 

These  were  tough  years  for  the  exchange. 
^  drop  in  volume  sent  the  price  of  a  seat  from 


$925,000  in  1994  to  $251,000  in  1998.  Sand- 
ner  issued  a  letter  that  year  to  members — 
clearing  firms,  traders,  investment  banks  and 
so  on — prodding  them  to  accept  electronic 
trading  and  to  consider  going  public  as  a  way 
to  ( 1 )  break  logjams  on  how  to  run  the  place 
and  (2)  get  rich.  Members  were  reluctant  to 
give  up  control  but  were  tempted  by  the 
18,000  shares  for  each  seat.  The  board  hired 
an  outside  chief  executive,  James  McNulty, 
who  had  investment  banking  experience  and 
navigated  the  Merc  through  its  demutualiza- 
tion  and  initial  offering.  In  December  2002 
it  became  the  first  U.S.  exchange  to  go  pub- 
lic, raising  $130  million  for  new  electronic 
systems.  That  was  just  a  down  payment;  in  the 
last  eight  years  the  Merc  has  spent  $1.3  billion 
on  these  systems. 

But  the  Merc  couldn't  function  like  the 
typical  public  company  It  scarcely  mattered 
who  was  nominally  in  charge,  since  the  king- 
makers were  still  Melamed  and  Sandner  and 
they  expected  to  be  included  in  all  leading 
decisions.  (At  75,  Melamed,  a  director,  still 
has  an  office  in  the  north  tower  of  the  Merc; 
Sandner  66,  occupies  the  south  tower. 
"Wherever  I  sit,"  says  Melamed,  "will  be  the 
head  of  the  table.")  When  McNulty  didn't  play 
ball,  his  contract  was  not  renewed  Duffy  was 
elected  chairman  in  2002,  and  the  board  set- 
ded  in  2004  on  Donohue  as  chief  executive. 
Donohue  struck  some  traders  as  snobbish. 
But  he  knew  how  to  talk  to  bankers  and 
analysts,  and  could  charm  investors  who  were 
still  unfamiliar  with  the  exchange.  They  at 
times  mistook  the  Merc  for  the  Merchandise 
Mart,  a  4-million-square-foot  retail  empo- 
rium on  the  Chicago  River. 

Duffy  and  Donohue's  rise  mirrored  the 
first  big  upending  of  the  exchange  world  in 
a  century.  Soon  the  Merc's  biggest  contract 
came  under  attack.  Eurodollar  futures  and 
options,  where  investors  hedged  or  speculated 
on  the  interest  rate  paid  on  a  90-day  deposit 
of  a  dollar  overseas,  were  half  of  the  Merc's 
business,  with  1.5  million  contracts  traded 
per  day.  Eurodollars  were  still  trading  on  the 
floor  in  the  open  outcry  system,  and  a 
Parisian  interloper  called  Euronext  Liffe  saw 
an  opening.  It  offered  an  electronic  contract, 
which  was  faster  and  cheaper  because  it  cut 
out  the  floor  broker.  If  institutions  moved  en 
masse  to  Liffe,  it  would  be  extremely  diffi- 
cult for  the  Merc  to  lure  them  back 


A  panicked  Merc  board  was  forced  into 
promoting  electronic  trading — fast  It  told  Eu- 
rodollar traders  that  unless  25%  of  its  most 
active  volume  went  digital  within  three 
months,  the  board  would  be  forced  to  shut 
down  sections  of  the  Eurodollar  floor.  It  then 
held  a  tense  meeting  with  those  members. 
Duffy  heard  from  angry  traders,  including  a 
close  friend,  who  argued  that  since  they 
enabled  the  world's  most  liquid  markets  they 
had  nothing  to  worry  about.  Applause  broke 
out  after  some  fiery  speeches.  When  Duffy 
tried  to  explain  that  computer  trading  would 
change  the  market,  more  traders  rose  to 
protest  In  the  end  the  board  won  its  right,  and 
Eurodollar  futures  migrated  quickly  online. 
(Today  92%  of  that  trading  is  electronic.)  "I 
can't  regret  what  I  did,"  says  Duffy.  "If  you  just 
tried  to  lead  by  consensus,  you'll  never  be 
successful." 

While  Duffy  won  over  traders,  Donohue 
worked  a  legal  angle.  IPMorgan  planned  to 
move  its  Eurodollar  trading  to  Liffe.  It  hap- 
pens that  the  U.S.  lets  futures  exchanges  reg- 
ulate themselves  under  the  umbrella  of  the 
Commodities  Futures  Trading  Commis- 
sion. Under  its  own  rules  Donohue  argued 
the  investment  banks  planned  move  of  its  out- 
standing positions  constituted  an  illegal 
trade — a  wash  sale.  The  regulators  in  Wash- 
ington, D.C.  didn't  object  to  the  Merc's 
interpretation  of  the  rule,  intended  to  prevent 
market  manipulation,  not  keep  out  compe- 
tition. Even  three  years  later  one  industry 
watcher  in  Chicago  gripes  privately  that  the 
Merc  played  "dirty  pool."  Donohue  calls  that 
"sour  grapes."  Liffe  still  lists  the  contract,  where 
a  paltry  248  futures  contracts  traded  in  No- 
vember, while  the  Merc  moved  55  million. 

Still,  competitive  threats — and  pressures 
to  consolidate — were  changing  the  landscape. 
Within  a  few  years  Euronext  Liffe  would 
merge  with  the  New  York  Stock  Exchange, 
and  the  Merc  would  come  to  terms  with  a 
historic  rival,  the  Chicago  Board  of  Trade. 
The  Board,  unlike  the  Merc,  didn't  have  its 
own  electronic  system  and  cleared  trades 
through  a  separate  entity.  Duffy  and  Dono- 
hue wanted  its  business,  and  so  did  Eurex  of 
Frankfurt,  the  world's  largest  derivatives 
exchange,  which  set  up  a  U.S.  unit  in  the  Sears 
Tower  between  Chicago's  two  exchanges. 
Eurex  coveted  the  Board  of  Trade's  biggest 
contracts,  futures  on  Treasury  bonds,  which 
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were  still  rooted  in  its  old-fashioned  trading 
floors.  Ironically,  Eurex's  ambitions  ulti- 
mately played  into  the  Mercs  hands. 

CBOT  Chairman  Charles  P.  Carey,  a 
South  Sider  and  something  of  a  pit  bull  in  a 
suit,  was  in  a  tough  spot,  hi  January  2003,  at 
a  dinner  in  Boca  Raton,  Fla,  Carey,  stogie  in 
mouth,  approached  Duffy  and  said  he  wanted 
to  make  a  clearing  deal  happen,  and  asked  him 
not  to  talk  with  anyone  else.  Back  in  Chicago, 
joined  by  Donohue  and  CBOT  Chief  Execu- 
tive Bernard  Dan,  they  haggled  over  price  at 
Sullivan's  steak  house.  In  April  2003  they 
signed  a  deal,  in  which  the  Merc  would  clear 
CBOT  trades,  at  the  CBOTs  art  deco  headquar- 
ters, five  blocks  from  the  Merc.  To  elbow  out 
his  German  rival,  Carey  temporarily  dropped 
some  trading  prices  to  zero.  Eurex  U.S.  filed 
an  antitrust  suit  Though  the  claim  is  still  pend- 
ing, the  fight  is  long  over.  In  October  2006 
Eurex  sold  65%  of  its  American  experiment 
to  Man  Group,  parent  to  CME's  largest  exe- 
cuting and  clearing  member. 

While  Duffy  and  Carey  were  friends 
from  the  hog  pits,  the  clearing  deal  was  hardly 
a  lovefest  among  the  two  exchanges'  mem- 
bers. Founded  in  1848,  the  CBOT  tended  to 
attract  South  Side  Irishmen.  The  Merc, 
launched  in  1898,  was  dominated  by  Jews 
from  the  north  end  of  Chicago.  Jack  Sand- 


ner  recalls  that  when  he  signed  up  with  the 
Merc,  people  asked  him  if  he'd  joined  the 
wrong  club.  Traders  stuck  to  different  bars. 
They  used  different  hand  signals  on  their 
floors  and,  of  course,  competed  for  products. 
The  CBOT  had  futures  on  grains,  Treasury 
bonds  and  the  Dow  stock  indexes.  The  Merc 
had  futures  on  meats,  Eurodollars  and  the 
S&P  stock  index.  Now,  old  enemies  had  to 
clear  together.  "If  we  had  proposed  it  five  years 
earlier,  we  might  have  got  shot,"  says  Carey. 

But  the  Merc  wanted  more — to  keep  its 
edge  in  an  increasingly  competitive  (and  con- 
solidating) arena.  As  a  single  exchange, 
Duffy  figured  it  could  cut  millions  of  dollars 
in  overhead  costs,  offer  every  product  class 
in  a  single  electronic  system  and  be  large 
enough  to  expand  into  over-the-counter  de- 
rivatives trading.  Carey  wasn't  so  sure.  In 
2005,  a  few  months  before  the  Board  of  Trade 
went  public,  Duffy  made  an  unsolicited  offer 
to  buy  the  whole  shebang.  Carey  and  his 
board  rejected  the  offer,  but  going  public,  in 
October  2005,  changed  their  perspective. 
Nine  months  later,  as  investors  put  a  $6  bil- 
lion valuation  on  the  CBOT  Carey,  54,  told 
Duffy  that  he  was  open  to  a  merger.  The  next 
morning  Carey  and  his  cousin  Peter,  a 
lawyer,  showed  up  at  Duffy's  house.  Dono- 
hue brought  bagels  and  lox;  the  Merc's  long- 


time lawyer  appeared,  too.  Duffy  made  five 
pots  of  coffee.  Without  discussing  price,  they 
spent  the  day  deciding  whod  be  chairman 
(Duffy)  and  the  fate  of  the  trading  floors  (the 
Merc's  would  move  into  the  Board  of  Trade 
building).  The  $8  billion  deal  was  an- 
nounced in  October  2006. 

The  Futures  Industry  Association,  a  col- 
lection of  futures  brokers  like  banks  and  in- 
vestment houses,  complained  that  the  new 
CME  Group  could  have  too  much  power.  The 
Department  of  Justice  opened  an  inquiry. 
Duffy  and  Donohue  argued  that  the  two  ex- 
changes rarely  competed  directly,  and  that  their 
chief  competition  wasn't  other  futures  mar- 
kets but  the  vastly  larger  markets  in  over-the- 
counter  derivatives  like  interest-rate  swaps. 
They  figured  the  trustbusters  would  back  off. 
The  exchanges  held  an  engagement  party  at 
the  industry's  March  conference  in  Boca 
Raton.  Duffy  and  Carey  celebrated  until  3  am 

At  6  a.m.  the  next  morning  Carey,  shav- 
ing and  still  in  his  robe,  answered  a  knock  at 
his  hotel  room  and  was  handed  an  envelope 
he  assumed  was  a  party  invitation.  It  turned 
out  to  be  a  counteroffer  from  the  Intercon- 
tinentalExchange,  a  six-year-old  Atlanta  up- 
start, which  had  just  finished  buying  the  New 
York  Board  of  Trade,  the  futures  market  for 
coffee,  cotton,  sugar  and  cocoa.  Carey  called 
his  cousin  Peter,  who  called  in  lawyers  who 
instructed  Carey  to  stay  put,  reminding  him 
of  his  fiduciary  duty.  But  within  those 
bounds,  he  made  a  courtesy  call  to  Duffy  to 
cancel  their  golf  game  for  later  that  day. 

Intercontinental  was  led  by  Jeffrey 
Sprecher,  who'd  started  the  exchange  as  an 
over-the-counter  energy  trading  system.  He 
made  news  in  Chicago  when  he  bought  Lon- 
don's International  Petroleum  Exchange  in 
2001,  then  shut  its  trading  floors  in  2005.  Both 
Duffy  and  Sprecher  were  offering  stock  for 
the  Chicago  Board  of  Trade.  At  $10  billion, 
Sprecher  offered  $1  billion  more  than  had  the 
Merc,  whose  shares  had  risen.  At  7  am.  Duffy 
and  Donohue  huddled  with  bankers  and 
lawyers  in  a  conference  room  in  the  hotel. 
Sprecher,  on  a  conference  call  with  analysts, 
said  he  had  "firsthand  knowledge"  that  reg- 
ulators were  "looking  carefully"  at  the  terms 
of  the  merger. 

The  Merc  guys  hurried  back  to  Chicago, 
where  they  held  a  meeting  for  CBOT  share- 
holders at  the  W  Hotel.  Duffy  started  with 


COMING  TO  TERMS 

A futures  contract  is  an  obligation,  on  the  part  of  both  buyer  and  seller,  to 
transfer  a  certain  amount  of  a  commodity  or  financial  abstraction  (like  the 
value  of  a  stock  index)  on  a  particular  date.  Example:  A  December  2008 
com  futures  contract  involves  5,000  bushels  of  corn.  If  you  went  long  on  Jan.  2, 
when  the  future  was  trading  at  $4.80  per  bushel,  you  promised  to  pay  $24,000  for 
this  pile  of  grain  and  the  seller  was  promising  to  deliver  it  to  you.  Come  Dec.  12, 
corn  is  trading,  let  us  suppose,  at  $5.  You  either  hand  over  a  check  for  the  $24,000 
and  have  the  corn  delivered  to  an  exchange-approved  warehouse  or,  more  likely, 
sell  the  futures  contract  just  before  it  expires  and  pocket  the  $1,000  profit. 

The  buyer  of  a  futures  option  purchases  the  right,  but  not  the  obligation,  either 
to  buy  (call  option)  or  to  sell  (put  option)  a  futures  contract  by  a  certain  time  and 
date  at  a  particular  price.  If  you  buy  an  option  and  it  winds  up  in  the  money,  you 
exercise  it  and  pocket  the  difference  between  the  option  strike  price  and  the  then- 
current  spot  price.  Suppose  you  buy  a  December  2008  put  option  on  corn  with  a 
strike  price  of  $4.50.  If  corn  winds  up  in  December  at. $4,  you  pocket  the  difference 
(50  cents  per  bushel,  or  $2,500  for  the  contract).  If  corn  ends  above  $4.50,  you  let 
the  option  expire  worthless.  (You  can  also  sell  the  put  before  it  expires.)  Buying  an 
option' is  like  buying  a  lottery  ticket;  the  most  you  can  lose  is  the  price  you  paid  to 
acquire  it.  This  particular  option  (the  December. corn  put  with  a  strike  of  $4.50)  was 
recently  priced  at  34.5  cents  per  bushel,  or  $1,725  for  the  contract.  —  El. 
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HOW  TO  BE  A  BOND  BEAR 

Do  you  have  a  hunch  that  interest  rates  are  going  up?  Here  are  four  ways  to  bet  on  it. 


SELL  SOME  BONDS.  Go  into  your  online  account  and  sell 
$100,000  of  Treasury  bonds  you  already  own  and  invest  the 
proceeds  in  six-month  Treasury  bills.  If  your  guess  is  right,  six 
months  from  now,  when  the  bills  mature,  you  can  buy  back 
Treasury  bonds,  similar  to  the  ones  you  sold,  at  a  lower  price.  If 
what  you  sold  were  20-year  bonds,  and  if  rates  climb  a  percent- 
age point,  you'll  pocket  $8,988  from  this  maneuver.  That  gain  is 
taxable  now  as  ordinary  income. 

At  Charles  Schwab  &  Co.  there  are  no  commissions  for  the 
two  bond  trades  or  a  fee  for  purchasing  the  T  bills  art  the  next 
auction.  The  transaction  cost  is  something  you  don't  see  on  your 
confirmation  ticket:  the  spread  between  retail  prices  and  the 
true  value  of  a  Treasury  bond,  as  measured  by  the  midpoint  of 
the  institutional  bid/ask  spread.  Mark  Mesinger,  vice  president  of 
fixed-income  trading  at  Schwab,  estimates  this  cost  as  $62.50 
round-trip  on  a  $100,000  trade. 

What  about  selling  Treasurys  you  don't  own — going  short, 
that  is?  Don't  try  it.  This  is  an  impractical  trade  for  an  individual. 

BUY  A  BEAR  FUND.  The  Rydex  Inverse  Government  Long 
Bond  Fund  bets  on  rising  rates  by  both  selling  Treasury  bonds 
short  and  selling  bond  futures  contracts.  The  fund's  duration 
is  a  negative  15.5  years,  which  means  that  a  one-percentage- 
point  increase  in  rates  sends  the  fund's  value  up  by  15.5%. 
Needless  to  say,  the  fund  loses  money  just  as  fast  when  rates 
decline. 

Tax  treatment  depends  on  when  you  sell  and  what's  in  the 
fund's  portfolio,  but  it's  likely  that  most  of  your  profit  (if  that's 
what  you  wind  up  with)  will  be  highly  taxed  short-term  gain  or 
ordinary  income.  • 

Cost:  not  too  bad  if  you're  holding  for  only  a  short  while. 
The  fund's  annual  overhead  is  1.36%,  or  $680  for  a  $100,000 
position  held  half  a  year.  (Ignore  this  fund's  official  expense 
ratio,  which  includes  interest  costs.) 


SELL  A  TREASURY  BOND  FUTURE.  The  contract  traded  on  the 
Chicago  Board  of  Trade,  now  part  of  cme  Group,  is  for  $100,000 
worth  of  bonds.  The  March  2008  T  bond  future  was  recently 
quoted  at  $117,375  (reflecting  the  price  of  a  hypothetical  port- 
folio of  20-year  bonds  with  a  6.0%  coupon).  If  the  market  rate 
on  20-year  bonds  rises  a  percentage  point  between  now  and 
July,  the  futures  price  will  fall  by  $10,550.  That's  your  profit.  "In 
this  case  you're  trying  to  sell  high  first  and  buy  low  later,"  says 
Daniel  O'Neil,  executive  vice  president  of  OptionsXpress,  which 
specializes  in  retail  derivatives  trades. 

There's  a  peculiar  tax  rule  for  futures:  No  matter  how  long  a 
position  is  held,  profits  are  taxed  as  if  they  consisted  60%  of 
long-term  gains  (taxed  at  the  favorable  15%  federal  rate)  and 
40%  of  short-term  gains. 

Transaction  costs  are  higher  than  selling  bonds.  The  amount 
lost  to  middlemen  in  the  form  of  bid/ask  spreads  is  debatable 
but  is  $62.50  for  a  round-trip  on  one  contract,  says  Howard 
Simons,  strategist  at  Bianco  Research.  Because  the  March  con- 
tract will  expire  before  July  and  you  will  have  to  roll  twice  into 
active  contracts,  you  will"pay  the  spread  costs  three  times. 
OptionsXpress  charges  $51  in  fees  and  commissions.  Your  broker 
will  also  extract  a  few  ounces  of  flesh  by  requiring  that  some  of 
the  collateral  you  put  up  to  hold  the  contract  take  the  form  of 
a  margin  deposit  on  which  the  broker,  not  you,  collects  the  in- 
terest. This  margin  amount  is  initially  $2,295  at  OptionsXpress. 

BUY  A  PUT.  Buy,  that  is,  a  bearish  option  on, the  Treasury  bonds 
future.  A  September  2008  put  with  a  strike  price  of  $1 16,000 
was  recently  priced  at  $3,800.  If  rates  move  up  a  point,  and  all 
other  factors  such  as  time  value  and  volatility  stay  nearly  con- 
stant, this  option  could  be  worth  another  $6,000.  If  rates  fail  to 
move  upward,  you  lose  the  whole  premium.  Futures  options  are 
also  traded  on  cbot;  in  lieu  of  depositing  collateral  you  simply 
fork  over  the  entire  price  of  the  option.  — E.L 


brief,  emotional  burst  about  his  Chicago 
oots — and  the  fact  that  buying  a  condo  in 
own  couldn't  buy  Sprecher  citizenship. 
Tien,  piece  by  piece,  Donohue  tore  apart 
ntercontinental's  offer.  He  argued  that  the 
Aerc's  currency  had  been  proved  while 
■prechers  looked  like  an  investor  fad  But  in 
he  Q&A  session,  member  after  member 
lemanded  the  Merc  pay  more.  Duffy  left 
[ejected;  the  deal  as  written  was  dead 

Now  for  the  horsetrading.  Jack  Sandner 
ras  playing  golf  one  afternoon  when  a 
5oard  of  Trade  member  approached  and 
irodded  him  to  get  the  Merc  to  up  its  offer, 
andner  shooed  him  off.  Duffy  got  similar 


pitches  daily,  over  the  phone  at  work,  at 
home,  even  at  his  kid's  school.  Someone  but- 
tonholed Donohue  at  a  mall  while  he  was 
being  fitted  for  a  suit.  The  Merc  had  origi- 
nally offered  0.3  of  its  shares  for  every  CBOT 
share.  In  May  it  raised  that  to  ratio  to  0.35 
and  promised  to  buy  back  up  to  12%  of  its 
stock  The  CBOTs  biggest  shareholder,  an 
Australian  hedge  fund  called  Caledonia  with 
a  6%  stake,  still  vowed  to  vote  against  it.  On 
the  Friday  before  the  July  2007  vote  the  Merc 
made  a  "best  and  final"  offer  of 0.375,  equiv- 
alent to  $1 1  billion.  When  the  final  vote  was 
tallied  on  Monday,  July  9  on  the  second  floor 
of  the  Union  League  club,  95%  of  the  votes, 


including  Caledonia's,  backed  the  deal. 

The  Justice  Department,  which  blessed 
the  deal  in  June,  has  good  reason  to  view  the 
exchange  business  as  competitive.  The  CME 
Group  is  going  up  against  its  own  cus- 
tomers— banks  like  Barclays,  JPMorgan  and 
Merrill  Lynch,  that  is — by  introducing  over- 
the-counter  derivatives,  including  interest-rate 
swaps.  Some  of  those  same  customers  are 
challenging  CMEs  monopoly  by  forming  a 
new  exchange  that  will  list  Treasury  futures. 
Meanwhile  NYSE  is  pitching  futures  through 
Liffe,  which  it  now  owns.  This  is  not  a 
business  in  which  any  contender,  even  the 
heavyweight,  can  be  complacent  F 
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The  former  Intel  chief,  now  battling  Parkinson's,  is 
on  a  crusade  to  speed  progress  in  treating  the  disease. 
Can  he  make  a  difference?  By  Kerry  A,  Dolan 


ANDY  GROVE  NOTICED  AN  OCCASIONAL  TREMOR  IN  THE  INDEX  FINGER  OF  HIS  RIGHT  HAND.  IT 
was  1999,  when  Grove  was  63  and  had  just  stepped  down  as  the  chief  executive  of  chipmaker  Intel. 
His  physician  dismissed  the  twitchy  digit.  A  year  later  another  doctor  nudged  him  to  see  a  specialist 
in  movement  disorders.  "She  had  me  close  my  eyes,  put  my  head  in  my  hands,  and  count  backwards 
from  100  by  sevens,"  says  Grove. 
The  doctor  told  him  he  had  Parkinsons  disease.  "It  didn't  mean  much  to  me,"  he  recalls.  "I  didn't  know  anyone 
with  Parkinson's."  His  younger  daughter,  who  had  accompanied  him  to  the  appointment,  nearly  fainted.  A  physical 
therapist,  she  had  worked  with  Parkinson's  patients  who  were  homebound  and  unable  to  feed  themselves. 

Andrew  Grove,  a  man  who  survived  the  Nazis,  the  Communists,  scarlet  fever,  prostate  cancer  and  Bill  Gates  to 
run  what  was  briefly  one  of  the  world's  five  most  valuable  companies,  is  saddled  with  a  disease  that  will  eventually  rob 
him  of  control  over  his  body.  But  before  it  debilitates  him,  Grove  is  going  to  fight.  Over  the  past  eight  years  Grove  has 
immersed  himself  in  the  minutiae  of  the  disease  and  has  used  his  money  and  his  stature  to  agitate  for  more  and  faster 
research  on  the  neurology  of  Parkinson's.  "You  can't  go  close  to  this  and  not  get  angry,"  says  Grove.  "There  are  so 
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Andy  Grove's  Last  Stand 


many  people  working  so  hard  and  achieving  so  little." 

Grove,  who  is  worth  an  estimated  $400  million,  has  commit- 
ted $22  million  to  Parkinsons  research  and  pledged  a  $40  million 
bequest  to  the  Michael  J.  Fox  Foundation  for  Parkinson's 
Research,  to  which  he  is  an  adviser.  "There's  500,000  Andy 
Groves  out  there,  and  500,000  Michael  J.  Fox's.  Whatever  is  good 
for  me  is  going  to  be  good  for  a  large  constituency,"  he  says. 

Other  rich  and  famous  folk  have  been  inspired  by  their  own 
medical  conditions,  or  those  of  a  child  or  spouse,  to  move  moun- 
tains, usually  without  much  success.  Actor  Christopher  Reeve 
put  the  spotlight  on  spinal  cord  injuries  after  he  was  paralyzed  in 
1995  in  a  riding  accident.  Reeve  died  in  2004,  and  there  is  still  no 
cure  for  spinal  cord  injuries.  CBS  News  anchor  Katie  Couric 
inspired  more  people  get  colonoscopies  following  the  death  of 
her  husband  from  colorectal  cancer  in  1998.  Still,  only  40%  of 
adults  aged  50  to  64  have  had  a  colonoscopy. 

Grove  is  by  training  a  scientist  and  a  boss.  With  the  research 
he  funds,  Grove  demands  regular  updates,  challenges  assump- 
tions and  asks  for  new  experiments.  His  goals  are  characteristi- 
cally both  pragmatic  and  audacious:  to  push  the  research  and  set 
an  example  of  more  goal-oriented  projects  that,  even  after  he's 
gone,  others  can  continue. 

Slowly,  he  is  changing — or  at  least  provoking — minds  inside  the 
biomedical  establishment.  In  early  November,  speaking  to  a  room 
of  several  hundred  people  at  the  annual  Society  for  Neuroscience 
conference  in  San  Diego,  Grove  roundly  criticized  research  fund- 
ing at  the  National  Institutes  of  Health,  the  unwillingness  of 
researchers  to  share  data  and  the  lack  of  urgency  in  translating  basic 
science  into  treatments  that  can  help  people.  "What  is  needed  is  a 
cultural  revolution  that  values  curiosity,  follow-through  and  a  prob- 
lem-solving orientation  and  also  puts  the  data  being  generated  in 
full  view,  scrutinizable  by  all,"  Grove  said  during  the  speech. 

Some  people  would  say  "amen"  to  all  that.  Some  wouldn't. 
"The  human  body  is  a  lot  more  complex  than  silicon,"  said  a 
professor  of  biomedical  engineering  and  radiology  at  Columbia 
University  after  Grove's  speech.  Derek  Lowe,  a  veteran  pharma 
researcher  with  a  Ph.D.  in  organic  chemistry,  called  Grove 
"Rich,  Famous,  Smart  and  Wrong"  in  his  blog. 


ANDY  GROVE 
PUTS  HIS  MONEY 
TO  WORK 

Since  2001  he  has  spent  or 
committed  to  spend  $22 
million  on  Parkinson's- 
related  research. 

$9  MILLION  on  ■ 

human  embryonic  — 
stem  cell  research 
at  UCSF  and 
eight  other  labs. 


$1  MILLION  on  epidemiology. 


55  MILLION  on  new  and  improved  methods 
to  deliver  drugs  to  the  brain. 


S3  MILLION 

on  Web  sites,  clinical 
trial  recruiting, 
exploratory  research. 


$3  MILLION  on  developi 
and  testing  the  At  Home  E 
which  objectively  measure 
Parkinson's  progression. 
Intel  did  the  design  and 
engineering.  One  trial 
has  been  completed. 


$1  MILLION  on  research  on  exercise  and  gait  in  patients. 


DRUGS  IN  TRIALS  FOR  PARKINSON'S 

Most  of  the  candidates  below  are  gene  therapies,  a  long-shot  approach  at  best. 

ORGANIZATION 

DRUG  NAME 

HOW  IT  WORKS 

Ceregene 

CERE-120 

Gene  therapy  injection  of  neurturin,  a  growth  factor  shown  to 
promote  survival  of  dopamine  neurons.  Ongoing  midstage  trial. 

Neurologix 

NLX-P101 

Surgical  injection  of  a  gene  to  quiet  abnormal  brain  activity. 
Early-stage  trial  completed. 

Genzyme 

AAV-hAADC-2 

Injection  of  gene  aimed  at  enhancing  effect  of  Levadopa,  the 
mainstay  Parkinson's  drug.  Early-stage  trial. 

Oxford  Biomedica 

ProSavin 

Injection  of  genes  to  restore  production  of  dopamine  neurons. 
Ongoing  early-stage  trial. 

NIH 

Creatine 

Believed  to  improve  exercise  performance. 
5-year  trial  launched  in  March  2007. 

Grove,  71,  coined  the  metaphor  "strategic  inflection  point"  to 
describe  the  moment  when  an  industry  or  company  changes  its 
trajectory.  Is  it  time  for  an  inflection  point  in  neurological 
research? 

Grove  has  had  as  many  inflection  points  as  one  life  could 
stand.  He  fled  his  native  Hungary  in  1956  to  embark  on  a  career 
in  the  U.S.  After  earning  a  Ph.D.  in  chemical  engineering,  he 
abandoned  the  field  for  the  more  promising  emerging  area  of 
electronics.  He  was  employee  number  one  at  Intel.  In  1984  he 
and  Intel  cofounder  Gordon  Moore  decided  to  abandon  the 
memory  chip  business  that  gave  the  company  its  start  for  what 
became  a  dizzyingly  successful  string  of  microprocessors.  He 
also  morphed  personally— from  a  drill  sergeant  fab  manager  to 
industry  visionary. 

In  1995  Grove  was  diagnosed  with  prostate  cancer.  He  set 
about  meticulously  researching  various  treatment  options  and 
the  survival  odds  of  each  one  before  undergoing  a  relatively  new 
radiation  therapy.  So  far  the  cancer  has  not  reappeared.  He  was 
happy  with  the  treatment  but  not  so  happy  with  what  he  learned 
about  the  slow  pace  of  medical  research  on  the  disease.  He  used 
his  case  to  draw  attention  to  the  matter. 

So,  too,  with  Parkinson's.  The  drugs  approved  to  treat  it 
address  only  the  symptoms:  rigid  muscles,  loss  of  balance,  slow  or 

uncontrollable  movement.  Even- 
tually, patients  reach  a  point  at 
which  those  drugs  stop  working. 
There  are  no  blood  or  urine  mark- 
ers for  the  disease;  neurologists 
diagnose  it  by  asking  questions 
and  observing. 

Parkinson's  affects  at  least 
1  million  Americans  and  another 
5  million  people  around  the  world. 
It  results  from  a  loss  of  cells  in  the 
brain  that  produce  a  chemical 
messenger  called  dopamine, 
which  coordinates  movement. 
Parkinson's  itself  doesn't  kill  peo- 
ple, but  patients  with  advanced 
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Andy  Grove's  Last  Stand 

cases  die  of  complications  such  as  injuries  from  falling  and 
pneumonia.  Some  with  it  live  for  decades,  but  their  quality  of  life 
can  deteriorate  dramatically.  Many  suffer  from  exhaustion  and 
depression. 

Grove  initially  shared  his  diagnosis  with  only  the  Intel  board 
and  a  few  colleagues  and  friends;  it  became  known  to  the  public 
only  in  a  2006  biography  by  Richard  Tedlow.  "I  did  not  want  to 
become  a  poster  child  for  yet  another  disease.  I  was  so  sick  of 
being  the  first  and  last  contact  for  prostate  cancer,"  he  says.  "Can- 
cer you  don't  see.  This  thing  [Parkinsons]  makes  me  look  like  an 
old  man.  And  I'm  a  vain  guy." 

After  reading  up  on  Parkinson's,  Grove  figured  he  had  15 
years  to  take  action  before  it  weakened  him  so  much  that  he 
couldn't  promote  a  scientific  assault  on  the  disease.  He  held  off 
taking  any  medications  because  his  symptoms  were  minimal  and 
he  believed  the  drugs'  beneficial  effects  would  dwindle  with  long 
use.  Since  studies  show  that  caffeine  consumption  is  linked  to  a 
lower  incidence  of  the  disease,  he  doubled  his  coffee  drinking  to 
two  mugs  a  day.  And  he  began  exercising  for  an  hour  and  a  half  a 
day — yoga,  aerobics,  kickboxing.  "I  have  become  a  zealot,"  he  says, 
showing  off  a  video  of  a  kickboxing  session  with  his  trainer.  Stud- 
ies in  animals  show  exercise  keeps  brains  healthier;  anecdotal 
evidence  in  humans  supports  the  theory. 

In  2001  Grove  and  a  doctor  friend  at  Stanford  University  sent 
a  letter  to  N1H  director  Elias  Zerhouni  with 
advice  on  how  to  organize  NIH  research  grants 
around  different  diseases,  including  Parkin- 
son's. "I  put  my  heart  and  soul  into  that  letter 
and  got  no  answer,"  says  Grove.  It  was  around 
then  he  began  to  get  angry  about  the  lack  of 
urgency  in  Parkinson's  research. 

Grove  spent  35  years  in  a  company  that 
depended  entirely  on  its  ability  to  develop  a 
newer,  faster  version  of  its  previous  product 
every  year.  "In  my  experience  people  who  are 
getting  a  chip  ready  for  production  are 
absolutely  absorbed  in  it  and  driven  to  meet 
the  deadline."  Medical  researchers,  in  his  view, 
lack  an  urgency  to  translate  basic  research  into 
practical  tools.  The  NIH  spends  $200  million  a 
year  on  Parkinson's.  Yet  the  mainstay  drug,  lev- 
adopa,  which  stimulates  the  brain  to  produce 
more  dopamine,  is  40  years  old  and  provides 
only  symptomatic  relief. 

Shortly  after  he  was  diagnosed,  Grove  asked  his  old  friend 
C.  Barr  Taylor,  a  professor  of  psychiatry  at  Stanford  University 
Medical  Center,  to  become  an  adviser  to  a  new  Parkinson's  arm 
he  was  creating  within  his  personal  foundation.  Initially  Grove 
was  enthusiastic  about  the  potential  of  embryonic  stem  cells  as 
a  treatment.  He  gave  $5  million  to  UCSF  to  further  stem  cell 
research,  at  a  time  when  such  research  was  getting  only  a  few 
million  dollars  a  year.  In  2002  he  joined  the  Fox  Foundation  in 
funding  eight  other  stem  cell  labs. 

By  2003  researchers  he  had  funded  were  able  to  turn  embry- 


onic stem  cells  into  dopamine-producing  neurons,  but  once  they 
were  put  into  mice,  the  neurons  either  reverted  to  embryonic 
stem  cells  or  stopped  producing  dopamine.  A  second  round  of 
stem  cell  grants  issued  by  Grove  and  the  Fox  Foundation  in  2004 
resulted  in  further  dead  ends,  including  an  experiment  in  which 
some  dopamine-producing  cells  developed  tumors. 

Grove's  condition  was  growing  worse.  In  2004  the  tremor  forced 
him  to  switch  from  wearing  contact  lenses  to  eyeglasses.  He  used 
voice  recognition  software  instead  of  typing  on  his  computer.  His 
face  took  on  a  masklike  quality  as  the  facial  muscles  became  rigid. 
At  Intel's  February  2005  marketing  conference  in  Anaheim,  Calif. 
Grove  realized  shortly  before  a  speech  that  he  would  be  unable  to 
grasp  the  pages  and  turn  them.  Ten  minutes  before  the  speech  an 
assistant  flattened  all  the  pages  on  the  lectern,  according  to  Ted- 
low's  biography.  Several  months  later  Grove  began  taking  the  min- 
imum dose  of  levadopa.  It  didn't  take  long  before  people  noticed 
a  difference.  Grove  remembers  Intel  Chairman  Craig  Barrett  telling 
him  how  spry  he  looked. 

One  of  Grove's  frustrations  is  the  standard  test  neurologists 
use  to  measure  a  patient's  level  of  severity  of  Parkinson's.  The  test, 
the  Uniform  Parkinson's  Disease  Rating  Scale,  is  subjective.  Doc- 
tors must  make  judgments  during  a  15-minute  appointment  about 
a  patients  ability  to  speak,  move  and  walk.  But  symptoms  vary 
widely  from  day  to  day  and  even  hour  to  hour,  so  the  snapshot 
taken  by  the  physician  may  not  be  very  representative.  It's  about 
as  far  from  the  ordered,  repeatable  world  of  chip-manufacturing 


INSPIRED  BY  ILLNESS 


A  handful  of  celebrities  have  campaigned  for  better  drugs  and  speedier  cures  for  a  variety  of  medical  condit 

A 


Christopher 
Reeve 

Spinal  cord 
injuries 

Since  Reeve  was 
paralyzed  in  1995  his 
foundation  has  raised 
$60  million.  Reeve 
died  in  2004. 


Katie 
Couric 

Colon  cancer 

Helped  increase  the 
rate  of  colonoscopy 
screenings  after 
her  husband  died 
of  this  cancer 
in  1998. 


Lance 
Armstrong 

Testicular  cancer 

Has  raised  $181 

million  for  cancer 
survivorship  programs 

since  1997,  partly 
through  sales  of  those 

yellow  bracelets. 


Michae] 
Milken 

Prostate  canc< 

Launched  the  Prosj 
Cancer  Foundatii) 

which  has  raised 
million  since  1 99:) 

find  better  drugs 

a  cure  for  the  dise 


as  you  can  get.  "UPDRS  is  a  piece  of  crap,"  Grove  scoffs. 

In  May  2005,  when  he  was  stepping  down  as  chairman  of  Intel, 
Grove  asked  Eric  Dishman",  the  head  of  research  at  what  would 
later  become  Intel's  digital  health  division,  if  he  could  develop  a 
machine  that  would  objectively  measure  whether  a  patient  was 
getting  worse.  Dishman  incorporated  two  tests  that  measure  the 
strength  of  a  patient's  speech  with  a  recording  chip,  and  three 
others — a  peg  board,  two  piano  keys  and  videogame-type  but- 
tons— that  measure  reaction  time  and  speed  of  movement.  "All  the 
measurement  that  was  put  in  this  box  has  existed  for  years.  No  one 
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is  applied  them  for  measuring  progression,"  sighs  Grove. 

Grove  put  in  $2  million  and  Intel  contributed  around  $1  mil- 
3n  worth  of  engineering  to  create  and  test  the  prototype,  known 
;  the  At  Home  Box.  If  it  works,  it  could  be  used  in  trials  of 
rugs.  Grove  is  reluctant  to  criticize  his  alma  mater,  but  he's  frus- 
ated  with  the  fact  that  its  taken  Intel  this  long  to  publish  the 
ita  from  the  trial  of  the  At  Home  Box. 

A  constant  source  of  tension  for  Grove  is  what  he  perceives  to 


Treatments  for  neurodegenerative  diseases  like  Parkinsons  lag 
far  behind  those  for  cancer  for  a  couple  of  daunting  reasons.  First, 
there's  a  lot  more  money  invested  in  cancer  research.  And  spinal 
cord  and  brain  cells  don't  regenerate;  scientists  can't  grow  them  in 
a  dish  for  convenient  testing  as  they  can  with  a  tissue  of  a  cancer- 
ous breast  or  a  lymph  node,  says  Jeffrey  Rothstein,  a  professor  of 
neurology  at  Johns  Hopkins.  Another  hurdle:  figuring  out  how  to 
get  drugs  into  the  brain.  Brain  blood  vessels  have  a  membrane 

structure  insulating 


■a* 


i  a  reluctance  by  the  medical  research  establishment  to  go  back 
id  ask  why  things  fail.  Grove  proudly  remembers  that  Intel 
nployees  intensely  focused  on  learning  from  failure.  Not  only 
d  that  prevent  the  repeat  of  a  failure,  but  it  sometimes  led  to 
duable  insights  on,  say,  how  to  make  a  manufacturing  process 
iore  efficient. 

Drug  development  is  different.  In  2004  biotech  firm  Amgen 
:gan  trials  of  a  Parkinson's  drug  called  glial  cell  line-derived 
;urotrophic  factor,  or  GDNF.  The  drug  is  a  protein  that  has  been 
iked  to  promoting  survival  and  growth  of  neurons.  In  an  earlier 
ial  five  patients  in  the  U.K.  had  undergone  a  surgery  in  which  a 
tiny  catheter  implanted  in  their  brains  contin- 

  uously  delivered  GDNF  from  a  pump  inserted 

in  the  stomach  (the  pump  is  refilled  with  a 
needle  through  the  skin).  They  appeared  to  be 
getting  better.  But  in  the  Amgen  trial  patients 
improved  on  average  a  disappointing  20%. 
After  studies  in  primates  showed  high  levels  of 
toxicity  from  GDNF,  Amgen  halted  further 
human  trials. 

But  at  least  two  researchers  still  working 
on  GDNF  say  Amgen's  problem  was  the  way 
the  drug  was  delivered.  Grove  looked  at  the 
data  and  noticed  that  one  patient  improved 
80%.  "Who  was  that  person  and  what  do  we 
know  about  him?"  he  asks.  Nothing,  because 
no  one  bothered  to  follow  up.  Steven  Gill,  the 
British  neurosurgeon  who  ran  that  first  GDNF 
infusion  trial,  believes  the  cause  of  the  toxicity 
was  the  improper  infusion  of  the  drug  into 
the  monkeys'  brains.  Many  people  with 
irkinson's  were  crushed  by  Amgen's  decision  to  stop  the  GDNF 
ial.  Ten  trial  participants  sued  unsuccessfully  to  keep  getting  the 
rug,  because  they  believed  it  was  helping  them. 

Amgen  may  not  have  examined  why  GDNF  failed,  but 
fizer  has  been  learning  from  its  failed  clinical  trials  for 
ecades.  Four  years  ago  it  formalized  a  division  to  analyze 
tiled  trials.  "It's  acknowledged  that  success  in  this  industry  is 
nked  to  understanding  failure.  We  aim  to  get  good  at  predict- 
ig  dead  ends  before  we  start  a  clinical  trial,"  says  Dr.  Liam 
atcliffe,  head  of  Pfizer's  failure  analysis  division. 


chael  J. 
Fox 

rkinson's 

undation  has 
$100  million 
t  was  founded 
DO.  The  cause 
rkinson's  still 
i't  known. 


them  from  chemicals 
circulating  in  the 
blood.  It  irks  Grove 
that  so  little  research 
is  being  done  on  the 
blood-brain  barrier 

or  on  other  ways  of  delivering  drugs  to  the  brain.  "Each  of  you  can 
spend  a  lifetime  developing  a  bioactive  drug.  If  you  can't  get  them 
repeatedly  and  reproducibly  to  the  target  area,  you  have  wasted  a 
career,"  Grove  told  the  researchers  at  the  neuroscience  conference 
in  November. 

Grove  has  funded  several  researchers  trying  to  inject  GDNF 
into  the  brain.  One,  Krystof  Bankiewicz  at  UCSF,  credits  fund- 
ing from  Grove  with  drastically  speeding  up  his  research.  "My 
lab  is  developing  a  whole  treatment  strategy.  We  hope  to  have  it 
in  [clinical  trials]  in  less  than  two  years,"  says  Bankiewicz.  With 
typical  NIH  grants,  it  would  take  him  two  years  just  to  get  the 
funding.  "What  [Grove]  is  funding  in  my  lab  has  a  very,  very 
good  chance  of  really  working."  Bankiewicz  adds  that  Grove 
has  made  him  more  organized.  "He  forces  me  to  be  a  better 
manager." 

In  late  November  Grove  began  trying  to  persuade  a  large 
medical  company  with  which  he  has  no  affiliation  to  license  the 
GDNF  program  from  Amgen,  in  order  to  revive  it.  At  press  time 
no  deal  had  been  signed,  but  Grove  is  optimistic. 

The  chief  executive  in  Grove  lives  on  without  the  title.  He 
likes  to  order  around  people  who  don't  even  work  for  him — all 
in  the  name  of  progress  on  Parkinson's.  At  a  meeting  with 
Michael  Weiner,  an  expert  on  brain  imaging  and  a  professor  at 
UCSF,  Grove  tells  Weiner  what  he  should  talk  about  at  a  January 
meeting  of  experts  on  growth  factors  that  Grove  has  organized 
with  the  Michael  J.  Fox  Foundation.  Then  he  urges  Weiner's 
colleague,  Norbert  Schuff,  to  include  a  subset  of  patients  not 
yet  on  medication  in  a  brain-imaging  study  Schuff  is  doing. 
Both  men  nod  to  his  requests.  Grove  also  delves  into  the 
research  he  funds  as  if  it  were  his  own,  questioning  results, 
tracking  down  related  research  and  proposing  new  experiments. 
"I  haven't  done  this  in  decades.  I  feel  like  I'm  back  in  graduate 
school,"  Grove  beams. 

Yet  Grove  is  all  too  aware  these  days  that  he  has  to  seize  each 
day  with  determination.  During  a  visit  to  the  Parkinsons  Insti- 
tute in  Sunnyvale,  Calif.,  Grove  directs  a  visitors  attention  to  an 
older  man,  aided  by  a  three-pronged  cane,  slowly  shuffling  from 
the  parking  lot  into  the  building.  Inside  in  the  waiting  room  one 
woman's  hand  is  completely  hidden  by  the  severe  crook  of  her 
wrist.  For  these  patients,  the  ability  to  walk  at  all  may  not  last 
much  longer.  F 
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Cable's  Woes 


WHEN  RALPH  ROBERTS 
ran  his  first  cable  televi- 
sion system,  in  tiny  Tu- 
pelo, Miss.,  he  became 
something  of  a  local 
hero.  In  1963  the  birth  of  HBO  was  still  a 
decade  off,  but  for  Tupelites,  frustrated  by 
having  over-the-air  episodes  of  the  The  Jack 
Benny  Program  and  Gunsmoke  ruined  by 
static,  Roberts'  service  was  a  godsend. 
Would-be  subscribers  chased  his  installers' 
trucks  down  the  street,  begging  for  the 
chance  to  pay  $5  a  month  for  a  clear,  reli- 
able picture. 

Forty-five  years  later  Brian  Roberts  has 
replaced  his  father  at  the  helm  of  Comcast, 
and  resentment  has  replaced  gratitude  in 
their  customers'  hearts. 


The  younger  Roberts  tighdy  restricts 
what  his  subscribers  can  and  cannot  do.  Like 
other  cable  chiefs,  Roberts  insists  his  cus- 
tomers buy  TV  channels  in  bulk,  not  indi- 
vidually. He  led  a  behind-the-scenes  battie 
to  prevent  cable  subscribers  from  getting 
their  hands  on  souped-up  set-top  boxes 
designed  by  other  companies.  And  Comcast 
recendy  began  interfering  with  customers' 
use  of  Internet  peer-to-peer  programs. 

In  each  case  regulators,  competitors  and 
customers  screamed  in  protest.  Federal 
Communications  Commission  Chairman 
Kevin  Martin  has  tried  to  force  Comcast  to 
offer  viewers  more  flexibility  in  choosing 
which  channels  they  buy.  The  head  of  the 
Consumer  Electronics  Association  likens 
Roberts'  behavior  to  Henry  VIIl's.  One  75- 
year-old  customer  grew  so  livid  that  she 


walked  into  a  Comcast  office  and  started 
smashing  computers  with  a  hammer. 

And  yet  all  that  fury  has  changed  noth- 
ing. Comcast  made  $1.7  billion  on  $23  bil- 
lion in  revenue  during  the  first  nine  •months 
of  2007,  up  14%  and  28%.  The  business  of 
getting  video  to  American  homes  remains 
a  cozy  oligopoly,  with  power  firmly  in  the 
hands  of  the  network  owners.  Consumers 
choose  among  nearly  identical  plans  from 
one  cable  outfit,  two  satellite  systems  and, 
in  a  few  markets,  the  phone  company. 

But  rebellion  is  afoot.  With  stunning 
speed,  the  Internet  is  emerging  as  an  alter- 
native for  the  mass  distribution  of  television 
and  movies.  The  Net  promises  to  upend  the 
cable  industry,  stripping  power  from  Roberts 
and  handing  it  to  his  customers. 


Huge  companies — Level  3,  Walt  Disney, 
VeriSign — have  started  "content  delivery  net- 
works" dedicated  to  one  thing:  delivering 
smooth  and  reliable  digital  video  over  the 
Net.  In  the  past  year  this  unfettered  com- 
petition has  slashed  the  cost  of  delivering  an 
hourlong  TV  episode  by  half,  to  roughly  15 
cents.  Established  bit-delivery  companies 
such  as  Akamai  and  LimeLight  could  soon 
cut  prices  to  keep  pace. 

All  four  broadcast  networks  now  stream 
most  of  their  shows  free  online.  Many  cable 
channels  have  followed  suit.  A  few  viewers, 
such  as  Nashville  resident  Christy  Nicholson, 
have  responded  by  canceling  their  Comcast 
television  service.  Nicholson  now  uses  iTunes 
and  Hulu,  the  online  venture  from  NBC  and 
Fox,  to  watch  Monk  and  30  Rock.  "I'm  not 
willing  to  pay  what  Comcast  charges  to  get 


the  channels  I  would  want,"  says  Nicholsou 
a  27-year-old  online  retail  entrepreneur. 

Of  course,  Nicholson  and  people  like  hei 
still  have  to  purchase  their  high-speed  Inter- 
net connections,  often  from  the  cable  com- 
pany. But  this  shift  from  selling  programming 
to  selling  mere  transmission  cannot  be  good 
for  the  cable  industry.  The  more  cable  looks 
like  a  utility  the  closer  it  gets  to  price  wars 
or,  worse,  price  regulation  by  the  government 

Roberts  declines  to  be  interviewed,  but 
he  has  been  upbeat  about  the  future  of  cable 
Asked  about  Internet  video  at  an  investor 
conference  in  May,  he  responded  with 
breezy  optimism:  "It  is  not  even  on  the  radai 
of  possibility — at  this  time." 

Brian  Roberts  was  born  to  Ralph  and 
Suzanne  Roberts  in  1959.  Looking  to  pro- 
vide a  better  life  for  his  young  family,  Ralph 


The  People 
Vs.  Comcast 

Brian  Roberts  excels  at  turning  power  over  his 
customers  into  profits  for  his  shareholders.  Now 
that  power  is  slipping  from  his  grasp. 

By  Evan  Hessel  and  Dorothy  Pomerantz 
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ot  out  of  the  belt  business  and  into  the 
ascent  cable  business.  The  elder  Roberts 
ought  up  dozens  of  small  cable  systems  and 
ired  his  son  out  of  college  in  1981. 

The  younger  Roberts  first  distinguished 
imself  in  1995  when  his  industry  appointed 
le  then  35-year-old  to  preside  over  its  main 
•bbying  group.  Roberts  persuaded  Congress 
)  deregulate  cable  prices,  setting  the  stage 
>r  a  decade  of  wild  growth  and  making  the 
aung  executive  a  hero  to  his  compatriots. 

But  in  exchange  for  price  deregulation, 
ongress  demanded  that  cable  companies 
t  customers  buy  set-top  boxes  from  any 
ectronics  outfit  Cable  operators  had  always 
locked  other  companies'  equipment  from 
annecting  to  their  networks.  Cable  guys 
lake  good  money  renting  set-tops  and  like 
)  control  the  onscreen  program  guides. 


Somehow  that  demand  never  turned  to 
much  action  on  the  cable  industry's  part. 
Roberts  resorted  to  1 1  years  of  foot-drag- 
ging. He  and  his  lobbyists  repeatedly  assured 
the  FCC  they  supported  greater  consumer 
choice  in  set-tops  while  simultaneously  cit- 
ing a  series  of  technical  reasons  for  keeping 
cable  networks  closed.  "It  is  the  longest  ex- 
ample of  an  industry  trying  to  diddle  the 
government  in  history.  It  was  uncon- 
scionable," says  Gary  Shapiro,  head  of  the 
Consumer  Electronics  Association. 

Roberts  was  equally  successful  in  oppos- 
ing regulatory  efforts  to  force  cable  compa- 
nies to  sell  channels  a  la  carte.  Last  year  FCC 
Chairman  Martin  made  unbundled  cable 
service  one  of  his  chief  goals.  Roberts  refused 
to  budge,  arguing  that  the  traditional  sys- 
tem of  selling  channels  in  tiers  has  provided 


diverse  programming  for  con- 
sumers and  saves  them  money. 
Martin's  efforts  to  goad  Congress 
into  action  are  stalled. 

Now  Roberts  faces  the  biggest 
threat  to  Comcast's  power  yet. 
New  technology  is  already  begin- 
ning to  do  what  competitors  and 
regulators  never  could:  weaken 
Roberts'  ability  to  control  how  his 
customers  watch  TV. 

So  far  the  number  of  cable 
cord  cutters  is  too  small  to  meas- 
ure. Still,  Web  viewing  is  clearly 
catching  on,  thanks  to  increasing 
picture  quality  and  faster  down- 
loads. In  a  recent  Nielsen  survey 
39%  of  18-  to  34-year-olds  re- 
ported they  watched  at  least  one 
full  episode  online  in  the  past  three 
months.  Web  TV  makes  canceling 
pricey  cable  service  ever  more  ap- 
pealing. A  Comcast  customer  pay- 
ing $100  per  month  for  Internet 
and  digital  television  service  could 
save  $60  per  month  by  tossing  the 
latter.  She  would,  however,  miss 
most  of  the  shows  on  Comcast's 
basic  cable  tier,  on  channels  like  the 
Food  Network  and  Oxygen  that 
don't  regularly  stream  their  shows 
online. 

To  keep  his  24  million  televi- 
sion customers  happy,  Roberts 
plans  to  expand  Comcast's  on- 
demand  movies  four-fold  to  6,000 
per  month  by  2009.  Later  this  year  Com- 
cast cable  boxes  will  have  access  to  Roberts' 
Fancast,  an  online  repository  of  videoclips 
and  entertainment  information. 

But  these  days  consumer-shackling 
communications  networks  can  be  busted 
open  overnight.  In  November  mighty 
Google  announced  plans  for  an  "open"  cell 
phone  with  software  controlled  by  users. 
Within  a  month  the  big  cellular  network 
operators  accustomed  to  restricting  what 
users  could  do  with  their  phones  meekly 
agreed  to  void  their  old  restrictions. 

Now  Google,  Apple  or  another  Silicon 
Valley  insurgent  could  do  the  same  thing  in 
television,  building  a  box  that  can  grab  video 
from  both  cable  and  the  Web.  Google  won't 
comment  on  its  plans,  but  it  recently  hired  a 
veteran  set-top  box  software  designer.  F 


JANUARY  28,  2008      FORBES  77 


At  Work 


Gimme  a  Break 


Luigino  F.  Paulucci  creates  jobs  for  people  with  troubles.  In  helping 
others,  he  helps  himself  |  By  Emily  Schmall 
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■  N  1945  LUIGINO  FRANCESCO  (JENO)  PAULUCCI  GOT 
I  drunk  and  chased  a  man  down  the  streets  of  Duluth, 
I  Minn,  with  two  butcher  knives.  After  spending  a  night  in 
I  jail  he  decided  to  straighten  up — and  help  others  do  the 
I  same.  He  started  staffing  his  two-year-old  canned  bean 
irouts  company,  ShanTung,  with  folks  with  troubles.  It  is  a 
■actice  he  has  continued  with  some  50  companies  large  and 
nail — some  successful,  others  not — he  has  started  and  sold 
rex  65  years. 

Paulucci  has  hired,  he  estimates,  10,000  people  with 
Idictions,  criminal  records,  physical  disabilities  and  emotional 
'oblems.  Many  have  come  through  government  welfare 
;encies  and  job-placement  programs.  Others  hear  about 
lulucci  in  prison  and  ask  him  for  work  after  their  time  is 
rved.  "The  word  gets  around:  'Call  Paulucci,"'  says  he. 

Paulucci,  89,  is  now  chairman  of  Bellisio  Foods,  a  17-year- 
d  firm  that  cranks  out  frozen  dinners  for  grocery  stores  under 
e  brand  names  Michelina's,  Luigino's  and  Budget  Gourmet.  It 
so  prepares  food  for  two  dozen  restaurant  chains,  including 
pplebee's.  At  Bellisio  57%  of  the  1,670  workers  have  black 
»ots  on  their  resumes  that  might  keep  them  from  getting  hired 
sewhere.  These  folks  ladle  sauce  onto  meals  to  be  frozen  or 
aerate  forklifts  that  move  500  tons  of  raw  materials  and  2  mil- 
:>n  frozen  meals  a  day.  A  handful  have  worked  their  way  up  to 
:ecutive  positions. 

Most  appear  to  be  grateful  for  their  jobs.  David  Conley,  44, 
ho  lost  most  of  his  right  hand  in  an  accident  at  another  com- 
iny  in  1992,  is  happy  to  earn  an  hourly  wage  of  $19  (including 
mefits)  repairing  forklifts  at  Bellisio's  plant  in  Jackson,  Ohio, 
t  seemed  like  everybody  [else]  looked  at  this  injury  like  it  was 
>ing  to  hinder  me  from  doing  the  job,"  he  says. 

Paulucci  is  not  in  business  just  for  his  workers'  health.  Bel- 
>io  made  $105  million  in  operating  income  (Ebitda)  on 
350  million  in  sales  in  2006.  Paulucci  makes  the  most  of  sub- 
dies  and  tax  breaks.  Ohio  is  so  happy  to  have  the  plant  in  Jack- 
>n  (pop.  6,500)  that  the  state  and  county  governments  have 


licensed  from  the  grandson  of  cookbook  author  Irma  S.  Rom- 
bauer.  These  TV  dinners  will  be  among  those  Bellisio  sells  in 
the  U.S.  and  in  China,  Russia,  India  and  Australia.  One  of  the 
ingredients,  predictably:  low-interest  revenue  bond  financing 
and  property  tax  abatements.  Bellisio  is  also  eligible  for  a  four- 
year  annual  federal  tax  credit  of  $2,400  for  each  employee  who 
is  disabled  or  an  ex-con. 

Paulucci  lives  in  Duluth  and  in  Sanford,  Fla.  with  Lois,  his 
wife  of  60  years;  son  Michael  is  vice  chairman  of  Bellisio.  Two 
other  kids  aren't  involved  in  the  family  business  (although  an 
ex-son-in-law,  Joel  Conner,  is  chief  executive  of  Bellisio).  The 
company,  100%  owned  by  Paulucci,  is  probably  worth  at  least 
$500  million.  A  deal  to  sell  it  to  a  private  equity  firm  for 
$700  million  fell  through  in  August,  says  Conner. 

Paulucci  also  owns  a  chain  of  small  banks  and  two  restau- 
rants and  some  Florida  real  estate.  But  he  says  he  knows  what 
it's  like  to  be  poor  and  need  a  break.  He  grew  up  in  a  four-room 
house  near  the  Oliver  Mining  Co.,  where  his  father  worked,  in 
Hibbing,  Minn.  One  of  Paulucci's  first  jobs,  at  16,  was  selling 
vegetables  in  downtown  Duluth.  Fie  now  also  has  a  disability: 
Paulucci  has  been  legally  blind  since  2004.  He  uses  a  SMART 
Board  to  transcribe  his  handwriting  into  e-mails  and  faxes.  He 
calls  his  disadvantaged  workers  "unemployable"  but  says  that 
given  the  choice  between  two  equally  qualified  job  candidates, 
one  sighted,  one  blind,  he  would  hire  the  blind  one.  "What 
more  can  you  want  to  do  for  someone?"  he  says. 

In  1995  Paulucci  came  under  fire  when  the  Minneapolis  Star 
Tribune  pointed  out  that  Paulucci  had  hired  only  300  people  in 
Duluth  after  promising  the  city,  which  had  arranged  cheap  loans 
and  tax  credits  for  his  company,  that  he  would  hire  as  many  as 
1,200.  Starting  pay,  at  $4.50  an  hour,  was  33%  less  than  Paulucci 
had  promised.  Paulucci  says  he  made  no  such  guarantees. 

What  happens  to  Paulucci's  union-represented  employees  when 
companies  are  flipped  or  plants  closed?  Many  lose  their  jobs.  Cyn- 
thia Jo  Christofferson,  57,  who  has  Down  syndrome  and  has  trou- 
ble walking  since  suffering  from  polio  as  a  child,  became  a  ward  of 


"When  you  give  jobs,  you're  a  hero,  but  when  you  close 
plants,  you're  scum  of  the  Earth/' 


?er  the  past  five  years  given  Bellisio  property  and  income  tax 
)atements  worth  $5  million  and  low-  or  no-interest  loans  of 
18.5  million. 

"If  we  lost  this  company,"  says  Randy  R.  Heath,  who  began 
term  as  mayor  of  Jackson  on  Jan.  1,  "ltd  be  a  blow  that  I  don't 
low  we'd  recover  from." 

Paulucci,  who  boasts  that  he  has  never  used  his  own  money 
i  set  up  a  company,  scouts  for  cheap  real  estate  in  rural  areas 
ith  hard-up  locals.  He  is  negotiating  to  purchase  a  190,000- 
juare-foot  frozen-food  factory  in  Lithonia,  Ga.  Paulucci  has 
romised  to  hire  as  many  as  300  people  to  work  there.  He 
apes  to  be  up  and  running  by  March,  when  Bellisio  will  pack- 
»e  a  new  line  of  frozen  meals  under  the  name  Joy  of  Cooking, 


the  state  after  losing  her  job  on  a  Jenos  frozen  pizza  assembly  line 
in  Duluth  after  Paulucci  closed  three  food-processing  plants  there 
in  1981  to  move  operations  to  Wellston,  Ohio.  "It  tore  me  apart  be- 
cause that  was  the  best  job  I  ever  had,"  says  Christofferson. 

"When  you  give  jobs,  you're  a  hero,  but  when  you  close 
[plants],  you're  scum  of  the  Earth,"  says  Paulucci.  He  insists 
Bellisio's  wages  are  competitive.  He  says  he  has  shelled  out 
as  much  as  $5  million  of  his  own  money  over  the  years  to  help 
workers  get  treatment  for  health  problems  and  addictions. 
Paulucci  says  he  footed  the  bill  for  two  stints  in  rehab — total 
cost:  $150,000 — for  a  waiter  at  Luigino's,  a  restaurant  he  owns 
in  Heathrow,  Fla.  "Many  people  think  I'm  an  s.o.b.,"  Paulucci 
says.  "That's  all  right."  F 
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IM  insider 


ANAGERS  OF  GOVERN- 
ment-run  Chinese 
mutual  funds  keep  com- 
ing up  with  the  same 
can't-miss  moneymaking 
opportunity  for  Lin  Rongshi— and  for 
themselves.  The  messenger  might  be  a 
low-level  functionary  or  a  trusted  middle- 
man. Lin,  a  private  fund  manager,  said  the 
message  sometimes  would  be  delivered  in 
his  high-rise  office  overlooking  Shanghai's 
financial  district  or,  more  discreetly,  by 
mobile  phone.  But  the  pitch  is  identical. 

"Buy  a  certain  stock  before  they  do,  be- 
cause usually  if  a  publicly  run  fund  would 
buy  certain  shares,  the  price  would  go  up," 
Lin  says.  "They  notify  us  first,  and  they 
would  buy  a  few  days  later  [for  the  fund], 
then  they  would  come  back  to  us  to  split  the 
profit  I  make  from  buying  at  a  lower  price." 

This  front-running  scheme  would  net 
an  almost  guaranteed  haul  for  Lin  and  for 
the  state-sector  employees.  Some  others,  — 
insiders  all,  would  profit,  too.  The  only 
outsiders  in  the  transaction  would  be  the 
mutual  funds'  customers,  average  Chinese 
investors  who  have  little  idea  how  routinely 
their  money  is  abused  on  the  Shanghai  and 
Shenzhen  stock  exchanges. 

Lin  well  knows  he  would  make  a  bun- 
dle and  probably  wouldn't  get  caught,  but 
he  says  he  now  always  turns  down  these 
offers,  as  well  as  numerous  other  entreaties 
to  manipulate  the  market  for  a  big  score. 
Rich  shareholders,  fund  managers,  even  the 
top  management  of  listed  companies — all 
have  approached  Lin  in  the  last  year,  he  says, 
with  various  insider  gambits,  angling  for 
an  illegitimate  piece  of  the  Chinese  bull 
market— it  doubled— and  the  hundreds  of 
billions  of  dollars  of  cash  flowing  into  it. 

They  come  to  this  man  to  cheat  a  for- 
tune from  the  stock  market  because  he  was 
once  an  expert  at  it.  Lin  says  he  made  his  first 
$100,000  from  a  trade  made  on  inside  in- 
formation ten  years  ago,  at  age  23.  He  clocked 
close  to  a  million  dollars  by  the  time  he  was 
25,  on  insider  trading,  front-running  and 
stock  manipulation  in  the  last  Chinese  bull 
market,  before  losing  it  all  and  more  in  2001 
on  his  last  and  biggest  play.  FORBES  found 
him — he  wasn't  peddling  his  story — but  Lin 
agreed  to  take  us  through  the  ongoing  tricks 
of  the  trade  without  naming  others. 


In  Chinas  current  bull  market  there's 
dramatically  more  money  to  be  made  than 
in  the  last  one,  and  the  people  making  the 
most  of  it  are  insiders,  playing  the  same 
games  Lin  played  almost  a  decade  ago.  The 
market  has  matured  a  bit  from  its  first 
decade,  the  1990s.  The  rules  are  tougher  and 
the  chances  of  getting  caught  may  be 
greater,  but  even  top  regulators  complain  that 
cheating  remains  rampant. 

"Insider  trading  is  becoming  more  so- 
phisticated and  price  manipulation  is  tak- 
ing on  many  more  forms,"  said  Fan  Fuchun, 


a  dealer  for  this  stock  If  there  is  one,  we  will 
follow  him  to  invest,"  says  Song  Yixin, 
China's  leading  lawyer  in  investor  lawsuits 
against  companies. 

Few  stock  cheaters  get  caught,  and  those 
who  do  are  rarely  jailed.  The  regulator,  the 
CSRC,  is  lacking  in  staff  to  hunt  down  cheats, 
lacking  in  legal  power  to  punish  them  severely 
and  sometimes  lacking  in  political  clout  to 
take  on  some  of  the  well-connected  state- 
owned  companies  it  is  supposed  to  watch. 

Lawsuits  are  even  less  effective.  The 
Communist  Party,  wary  of  any  organized 


Market 
Maker 

LIN  RONGSHI  isn't  up  to  his  old  tricks  in  Chinese 
stocks.  But,  as  he  describes,  plenty  of  others  still 
are.  Fair  warning  to  the  bulls  |  By  Gady  A.  Epstein 


vice  chairman  of  the  China  Securities  Reg- 
ulatory Commission,  in  an  interview  posted 
on  the  regulator's  Web  site  in  September. 
(The  CSRC  declined  requests  for  an  interview 
for  this  article.) 

Crucially,  many  of  the  best-placed  insid- 
ers are  poorly  paid  in  relation  to  the  power 
they  wield.  State-owned  companies  with  extra 
cash  can  pool  their  resources  in  market- 
moving  schemes;  some  big-name  investment 
consultants,  commentators  and  journalists 
collect  payoffs  to  hype  stocks;  and  fund  man- 
agers can  use  their  clout  to  favor  certain  listed 
companies.  All  of  these  industry  players  can 
team  up  behind  "dealers" — the  word  in  Chi- 
nese, zhuangjia,  is  the  same  used  for  casino 
dealers — to  manipulate  one  particular  stock. 

Chinese  investors  often  suspect  manip- 
ulation behind  the  sudden,  sharp  rises  in 
share  prices,  but  their  typical  reaction  is  not 
outrage.  "Most  investors  would  ask  if  there's 


group  of  malcontents,  essentially  does  no 
permit  class  actions.  Also,  plaintiffs  must  fol- 
low the  lead  of  official  CSRC  sanctions,  sc 
there  are  only  a  handful  of  available  targets 

Consider  a  case  where  the  CSRC  did  cracl- 
down,  that  of  Zhejiang  Hangxiao  Stee 
Structure  Co.  Hangxiao's  share  price  jumpec 
1 50%  in  five  weeks  after  claiming  last  Marcf 
that  it  won  a  multibillion-dollar  contract  wit! 
Angola  through  a  Hong  Kong  company 
Doubts  then  surfaced  in  the  media  about  the 
claim,  and  the  share  price  plunged,  but  stat« 
media  reported  that  insiders  who  had  tradec 
earfy  on  the  information  pocketed  a  profi 
(at  the  recent  exchange  rate)  of  $5.4  million 

A  CSRC  investigation  led  to  the  jailinj 
of  two  Hangxiao  employees  and  on« 
associate  on  insider  trading  charges,  anc 
in  May  the  regulator  fined  the  company 
management  and  leading  shareholder 
a  combined  $95,000  for  improperly  han 
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ing  information  about  the  contract.  Says 
img,  the  attorney,  "They  got  several  bit 
ayers.  What  about  the  big  guys?" 

Song  has  sued  Hangxiao  Steel  and 
cpects  ultimately  to  succeed,  but  that  will 
a  little  to  deter  future  cheats:  The  19 
ients  he  has  so  far  can  together  win 
135,000  at  most.  In  China,  Song  said, 
ily  about  30  listed  companies  have  ever 
;en  the  target  of  investor  civil  actions. 

Are  retail  investors  safer  buying  funds 
ither  than  individual  companies?  Scarcely. 


State-approved  mutual  funds,  with  just 
$1.5  billion  in  equities  under  management 
in  mid-2002,  less  than  4%  of  the  exchanges' 
value  then,  have  exploded  to  $440  billion 
invested  in  stocks  at  the  end  of  October,  or 
about  30%  of  the  market,  according  to  Wind 
Info  of  Shanghai.  To  a  newly  important  class 
of  fund  managers,  the  temptation  of  easy 
money  can  be  overwhelming. 

In  contrast  to  Chinese  private  fund  man- 
agers— who  earn  as  much  as  $1  million  to 
$3  million  a  year  in  their  gray-market 


operations — mutual  fund  managers  are  on 
the  more  austere  government  payroll,  earn- 
ing between  $50,000  and  $250,000  a  year. 
"Maybe  100,000  yuan  would  not  tempt 
them,  but  10  million  yuan  [$1.4  million] 
would  absolutely  break  them  down,"  Lin  says. 

The  fastest  bucks  are  to  be  made  by 
front-running.  Known  in  Chinese  as  laoshu 
cang,  or  "rat  storage,"  front-running  is  ille- 
gal, just  as  in  Western  markets.  The  rat  in 
question,  a  manager  of  a  mutual  fund,  buys 
shares  for  himself  privately  before  his  fund 
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buys,  then  sells  for  a  profit  after  the  fund's 
much  bigger  purchase  helps  drive  up  the  share 
price.  The  rat  stores  away  some  cheese  for 
himself  and  moves  on  to  the  next  trade.  Or 
he  teams  with  a  Lin  sort  for  a  bigger  nibble. 

Regulators  acknowledge  front-running 
to  be  a  widespread  problem,  but  virtually  no- 
body gets  caught.  The  only  exception  in  the 
last  two  years  proves  the  role.  Shanghai  fund 
manager  Tang  Jian,  fired  last  May  from 
China  International  Fund  Management,  a 
joint  venture  between  JPMorgan  Fleming 
and  a  Shanghai  securities  company,  had 
raised  just  about  every  red  flag  possible  to 
bring  about  his  own  downfall.  According  to 
state  media  reports,  within  months  of  tak- 
ing over  a  stock  fund  in  2006,  he  complained 
about  his  salary  in  an  e-mail  at  work,  talked 
about  front-running  on  firm-monitored  tele- 
phone calls,  opened  a  trading  account  with 
his  fathers  government  identity  card,  bought 
an  expensive  home  and  a  BMW,  divorced  his 
wife  and  ran  off  with  an  office  intern  on  a 
quickie  honeymoon  to  Brisbane,  Australia. 
He  talked  at  least  $200,000  for  his  rat  cellar. 

Securities  regulators  have  dramatically 
slowed  the  approval  of  new  funds  and  issued 
a  notice  to  fund  management  companies  in 
November  identifying  several  problems  in 
government- run  funds,  including  "blind 
expansion"  of  their  businesses,  the  use  of  mis- 
leading sales  tactics,  short-term  transactions, 
high  turnover  and  inappropriate  public 
comments  about  individual  stocks. 

Nonetheless,  many  investors  who  have  put 
their  money  in  Chinas  mutual  funds  won't  feel 
the  pain  until  the  bottom  falls  out  of  the  mar- 
ket. Their  money  has  been  working  profitably 
for  them;  they  just  don't  realize  it  has  been 
working  even  more  profitably  for  others. 

Bom  in  1974,  Lin  came  of  age  in  Shang- 
hai at  a  time  when  many  Chinese  of  his  gen- 
eration were  wide-eyed  at  the  possibilities  in 
a  quickly  liberated  economy.  But  his  parents, 
both  blue-collar  careerists  in  the  state  economy, 
just  wanted  him  to  find  a  stable  income,  so  in 
1 994  he  landed  an  entry-level  job  selling  paper 
forms  for  a  Singapore  printing  company. 

Those  forms  were  stock  purchase  sheets 
filled  out  by  investors  and  used  by  securi- 
ties houses  to  trade.  Lin's  job  put  him  in  con- 
tact with  many  of  the  hundreds  of  trading 
floors  then  operating  in  Shanghai  in  the 
early  days  of  the  stock  market. 

Lin  saved  up  hundreds  of  dollars  and 


opened  a  trading  account,  also  cutting  his 
employer  in  on  the  action.  But  he  quickly 
learned  that  only  one  kind  of  information 
counted  in  this  hothouse.  He  acted  on  his 
first  inside  stock  tip  at  the  end  of  1997,  he 
says,  making  millions  for  the  Singapore  com- 
pany and  earning  a  bonus  of  more  than 
$100,000.  "First  I  heard  of  dealers.  Then  I 
met  the  dealers.  Then  I  followed  the  deal- 
ers to  make  money,"  he  says.  "And  then  I 
became  a  dealer  myself!' 

Lin  recalls  his  failed  last  gambit.  The 
object  was  an  unappealing  government- 
owned  company  from  southern  China's 
Guangxi  Province.  When  companies  are 
listed  for  political  considerations,  as  was  par- 
ticularly true  in  the  early  going,  these  turkeys 
are  juicy  targets  for  manipulators.  Working 
with  the  knowledge  of  this  company,  Lin 
arranged  for  his  syndicate  to  buy  enough 
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|  Go  to  the  address  above  for  a 
look  at  especially  overpriced 
stocks  in  China.  Also:  Bearish 
investors  can  find  tools  to 


get  around  the  mainland's 
prohibition  against  shorting. 


shares  to  secretly  seize  control.  To  pull  off  its 
scheme,  the  syndicate  had  to  borrow  a  lot 
of  money.  The  banks,  all  state-owned,  were 
forbidden  to  lend  money  to  invest  in  secu- 
rities. But  there  was  a  way  around  that. 

"Many  state-owned  enterprises  could  get 
loans  easily  from  the  banks,  but  they  didn't 
use  it  for  production.  They  loaned  it  to 
securities  companies,"  Lin  says.  To  spend  big 
sums  on  shares  secretly,  though,  Lin  had  to 
use  numerous  trading  accounts,  each 
opened  under  a  different  ID  card.  A  black 
market  of  ID  card  sellers  met  that  need. 

Lin  says  his  syndicate  also  used  multiple 
front  companies  to  buy  up  the  target  firm's 
noncirculating  shares,  which  was  the  key  to 
transferring  real  ownership  of  the  company. 
By  the  summer  of  2000,  he  says,  Lin's  syn- 
dicate had  95%  of  its  total  shares. 

The  plan  was  to  bring  in  an  unlisted,  prof- 


itable company  to  merge  with  theirs,  trans- 
forming the  syndicates  lackluster  enterprise 
into  a  sparkling  one  overnight.  (Such  a  com- 
pany's officials  might  have  wanted  a  precious 
listing  and/or  a  fast  killing.)  Journalists  and 
investment  consultants  would,  for  a  fee,  write 
up  the  stock  favorably,  and  the  listed  com- 
pany would  become  a  stock  market  darling. 
With  shares  difficult  to  come  by,  any  surge 
in  demand  would  drive  the  price  sky-high. 

Then  something  unexpected  happened. 
The  Guangxi  Province  party  secretary  was 
ensnared  in  a  corruption  scandal,  and  in  the 
accompanying  investigation  the  nontradable 
shares  of  all  Guangxi  companies  were  frozen. 

Without  access  to  those  shares,  Lin 
couldn't  complete  the  merger,  and  the  stock 
price  stagnated.  Creditors  called  in  their 
loans,  forcing  the  syndicate  to  dump  all  their 
tradable  shares.  They  roughly  broke  even  on 
the  stock,  Lin  says,  but  the  interest  on  such 
black  market  loans  was  as  high  as  20%.  By 
the  end  of  2001  the  syndicate  was  $24  mil- 
lion in  debt.  Lin  lost  $1.2  million.  At  27  his 
career  as  a  dealer  was  over. 

Now  that  Lin  has  resurfaced  in  a  more 
regulated  market,  he  says  the  schemes  are  still 
on,  only  now  more  sophisticated.  Several  deal- 
ers might  cooperate  in  multiple  syndicates 
that  include  people  from  listed  companies  and 
public  and  private  funds,  and  they  might  buy 
80%  to  90%  of  a  company  instead  of  95%. 
And,  when  the  shares  are  then  sold  off,  pub- 
lic funds,  now  far  more  numerous  and  flush 
with  cash,  might  end  up  the  buyers. 

A  close  look  at  the  number  of  new 
accounts  opened  suggests  that  manipulators 
are  alive  and  well  in  this  bull  market,  says 
Fraser  Howie,  an  analyst  at  CLSA  brokerage 
in  Singapore  and  coauthor  of  a  book  that 
details  the  shenanigans  of  the  Chinese 
exchanges,  Privatizing  China. 

Sixteen  million  new  accounts  opened 
on  the  Shenzhen  exchange  in  the  first  ten 
months  of  2007,  he  noted,  but  in  that  time 
the  number  of  accounts  holding  shares  has 
increased  by  less  than  6  million.  Many  of 
the  remaining  10  million  accounts,  Howie 
says,  may  be  lying  fallow  for  manipulators. 

"Many  tricks  in  this  market  are  concealed 
by  the  index  increasing,"  Lin  says.  "Some  of 
the  dealers  I  see  on  the  stage  now,  I  think 
someday  they  will  be  in  big  trouble."  P 

Additional  reporting  by  Qu  Wei. 
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BACK  OFFICE  SERVICE  OPERATIONS  TO  DISCUSS. 


The  Scottish  people  own  a  long  tradition 
of  fearless  ingenuity  and  inspired  problem 
solving.  Especially  when  it  comes  to 
commerce.  From  life  sciences  innovations 
to  banking  practices,  we  have  a  continual 
need  to  make  things  better.  Which  is 
why  it's  only  natural  that  we've  become 
a  world  leader  in  Service  Operations. 
That,  along  with  our  highly  educated, 


skilled  workforce  and  a  location  perfect 
for  servicing  the  UK  and  all  of  Europe. 

So  it's  not  surprising  that  industry 
leaders,  from  Dell  to  Morgan  Stanley  and 
IBM,  have  set  up  operations  in  Scotland. 
It's  not  just  that  they  recognise  ingenious 
thinking  -  they  see  the  drive  and 
determination  that  help  the  world's  most 
competitive  businesses  stay  competitive. 


SCOTTISH 
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Mutual  Fund  Survey 


Vanguard 
Steps  Up  To 
The  Plate 

The  master  of  indexing  got  a  late  start 
introducing  ETFs.  For  investors,  it  was  worth 
the  wait.  By  Michael  Maiello 


JOHN  BOGLE,  FOUNDER  OF 
the  Vanguard  Group  and  one 
of  the  20th  century's  great 
innovators  in  finance,  made  a 
colossal  mistake  17  years  ago. 
He  sent  Nathan  Most  packing. 

Most,  then  a  77-year-old  product 
developer  for  the  American  Stock 
Exchange,  had  an  innovative  idea  of 
his  own:  the  exchange-traded  index 
fund.  Investors  would  have  shares  in  a 
fixed  portfolio,  just  like  the  one  held  by 
the  Vanguard  S&P  500  fund,  but 
would  trade  these  shares  as  if  they 
were  Microsoft  stock.  They  could  buy 
and  sell  the  index  fund  all  day  long, 
they  could  sell  the  fund  short,  and  they 
could  borrow  against  the  position. 
Shares  of  the  tradable  index  fund 
would  be  created  or  extinguished  in 
response  to  market  demand. 

Bogle,  who  ran  Vanguard  until  1996,  was  not  interested.  Trade 
index  funds?  Why,  that  would  defeat  the  very  purpose  of  indexing, 
which  is  to  get  savers  to  buy  and  hold  passively  for  a  long  time. 

Most  went  to  State  Street,  and  in  January  1993  the  Boston  firm 
debuted  its  Spider  Trust,  an  exchange-traded  fund  that  tracks  the 


Gus  Sauter,  who  pushed  for  issuing  ETFs,  and 
Ken  Volpert,  Vanguard's  bond  impresario. 


S&P  500.  Barclays  Global  Investors 
soon  followed  with  its  iShares.  Most's 
brainstorm  has  turned  into  a  $576 
billion  industry.  Novel  ETFs  are  being 
created  every  day  (see  story,  p.  86). 

Most,  who  retired  from  the  Amex 
at  82,  died  four  years  ago.  Bogle,  now 
78,  is  unrepentant.  He  still  thinks 
tradable  funds  encourage  investors' 
worst  habits,  and  he  is  especially 
scornful  of  narrow  ETFs  that  track 
just  one  sector  of  the  market. 
But  Bogle's  successor  as  chief  executive  of  Vanguard,  John 
Brennan,  is  not  so  dogmatic.  Vanguard  belatedly  got  into  the  ETF 
business  in  2001  and  now  has  $43  billion  in  these  funds.  It's  a  small 
but  fast-growing  part  of  Vanguards  $1.3  trillion  in  assets. 

Hot-money  types  use  ETFs  to  hedge.  So  now  Daniel  Wiener 
of  Brooklyn,  head  of  Adviser  Investment  Management  ($1.31 
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Uion  under  management),  who  also  writes  a  newsletter  about 
inguard,  is  pushing  a  new  strategy  he  calls  "Vanguard  ETF 
omentum"  that  would  make  a  day  trader  blush.  So  much  for 
ly  and  hold. 

Vanguard  is  way  behind  Barclays,  which  has  $326  billion 
nassed  in  149  ETFs.  But  it  could  narrow  the  gap  by  appealing  to 
leapskate  investors,  since  efficiency  is  one  part  of  the  Bogle 
»acy  that  remains  very  much  alive  at  headquarters  in  Valley 
>rge,  Pa.  Of  the  25  cheapest  ETFs,  19  are  from  Vanguard.  The 
ry  cheapest  is  Vanguard  Total  Stock  Market  Index,  charging 
st  7  cents  a  year  to  handle  $100  of  assets. 

The  catalysts  for  Vanguards  turnabout  were  the  Russian  and 
sian  financial  crises  and  the  Long  Term  Capital  Management  col- 
?se  of  1998.  George  (Gus)  Sauter,  then  manager  of  the  Vanguard 
10,  saw  a  rash  of  redemptions,  just  as  he  had  during  the  1987  crash. 
Tiere  was  a  scar,"  says  Sauter,  now  chief  investment  officer.  With 
standard  mutual  fund,  redemptions  force  the  fund  manager  to 
ise  cash  by  selling  shares  of  Microsoft  and  ExxonMobil  in  its  port- 


folio. With  an  ETF  that  doesn't  happen:  A  panicky  shareholder  merely 
sells  ETF  shares  to  another  investor.  Unlike  a  closed-end  fund,  how- 
ever, an  ETF  never  suffers  a  deep  discount  to  its  net  asset  value.  When 
sellers  push  down  the  price  of  the  ETF,  arbitragers  can  step  in  to 
buy  the  discounted  shares,  then  hand  those  in  for  a  redemption  in 
kind  (shares  of  Microsoft  and  Exxon  and  so  on). 

Brennans  rationale  for  selling  ETFs  to  investors  is  like  that  of 
a  dad  with  teenagers:  They're  going  to  drink  anyway,  so  it's  safer 
if  they  drink  at  home.  "It's  paternalism,"  he  says  with  a  sigh.  "But 
I  guess  it's  better  that  they  buy  a  health  care  ETF  than  health  care 
stocks." 

In  November  1998  Sauter  proposed  setting  up  ETFs  that 
would  track  existing  Vanguard  index  funds.  The  Vanguard  board 
approved  the  concept  the  next  month.  The  Securities  & 
Exchange  Commission  took  a  year  and  a  half  to  render  the 
necessary  approvals  since  an  ETF  had  never  had  a  mutual  fund 
link  before. 

Sauter's  plan  hit  an  immediate  snag  when  Standard  8c  Poor's 
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sued  Vanguard  to  stop  the  release  of  an  ETF  based  on  the  Van- 
guard 500.  Vanguard  was  already  paying  S&P  an  annual  fee  of 
$15,000  a  year  to  model  its  largest  index  fund  after  the  S&P  500 
and  reasoned  it  could  tack  a  new  ETF  share  class  onto  the 
agreement.  New  product,  new  licensing  agreement,  S&P  argued. 
S&P  prevailed  in  court,  a  big  reason  that  the  Vanguard  500  has 
no  ETF  share  class. 

Marketing  has  never  been  in  the  company's  blood.  Initially 
Vanguards  ETFs  were  called  Vipers,  which  stood  for  Vanguard 

Index  Participation  Equity 
Receipt.  "A  snake  with 
fangs,  that's  a  great  image 
for  Vanguard,"  is  the  sar- 
castic description  from 
Martha  Papariello,  who 
now  handles  Vanguard's 
relationship  with  financial 
advisers. 

Here's  why  you 
should  pay  attention  to 
Vanguard  ETFs. 


In  Third  Place 

But  Vanguard,  trailing  ETF  leaders 
Barclays  and  State  Street,  sports 
some  real  advantages — namely 
lower  costs. 

Barclays 
Global  Investors 
57% 


^^^k  State  Street 
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Other  4% 
PowerShares  2 
Bank  of  New  York  6% 

Vanguard 

Source:  State  Street  Global  Advisors. 
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THEY'RE  CHEAP 

The  Vanguard  Total 
Market  ETF,  with  an 
annual  overhead  cost  of 
a  mere  7  cents  per  $100, 
is  2  cents  cheaper  than  the  lowest-cost  version  of  the  correspon- 
ding open-end  fund.  And  to  get  that  9-cent  rate  you  have  to  have 
$100,000  at  Vanguard;  smaller  investors  pay  19  cents.  Total 
Market  here  means  a  fund  that  tracks  the  3,900-stock  MSCI  US 
Broad  Market  index. 

State  Street's  Spider  follows  the  S&P  500  for  a  competitive  rate 
(8  cents),  but  this  vendor  is  often  much  more  expensive  for  other 
flavors  of  ETF.  Its  Global  Energy  Index  ETF  costs  49  cents  a  year, 
while  the  Vanguard  Energy  ETF  costs  22  cents.  State  Street's  ETF 
for  medium-capitalization  companies  runs  up  expenses  of  35 
cents,  to  Vanguard's  13  cents. 

THEY  COME  IN  SMALL  BITES 

In  December  Vanguard  introduced  an  Extended  Duration  Treasury 
fund,  which  owns  zero  coupon  Treasurys  with  maturities  of  at  least 
20  years.  The  minimum  investment  is  $5  million  for  the  mutual 
fund.  You  can  get  a  round  lot  of  the  ETF  mirror  fund  for  $9,930. 

You  can  also,  of  course,  buy  zeros  directly.  But  they  are 
expensive  to  trade.  The  retail  bid/ask  spread  for  20  Treasury 
Strips  due  in  2028— that's  $20,000  face  amount,  now  worth 
$10,100— is  in  the  neighborhood  of  4.2%.  The  bid/ask  spread  for 
100  shares  of  the  new  Extended  Duration  ETF  is  currently  only 
1.5%  (on  very  low  volume). 

Kenneth  Volpert,  in  charge  of  debt  management  for 
Vanguard,  developed  the  Extended  Duration  Fund  and  ETF. 
He  hopes  in  typical  Vanguard  fashion  that  small  investors  will 
stay  away,  since  zeroes  are  very  volatile.  "It's  twice  the  duration 


of  our  long  bond  fund,  which  is  12  years,"  he  says.  "It's  risky." 
THEY  KEEP  UP  WITH  THEIR  INDEXES 

Tracking  broad  stock  indexes  isn't  a  difficult  task,  and  all  of  the 
large  ETF  players  do  this  well.  But  bond  benchmarks  are  far 
tougher,  and  here  Vanguard  shines. 

The  iShares  Lehman  Aggregate  ETF  charges  20  cents  a  year 
per  $100  and  holds  162  securities  from  115  issuers.  The  Lehman 
Aggregate  Bond  Index  has  9,000  debt  issues.  Although  no  indexer 
owns  them  all — a  lot  of  the  securities  are  very  illiquid — Vanguard  does 
a  much  better  job  with  2,923  securities  from  469  issuers  in  its  new 
Total  Bond  Market  ETF,  which  costs  1 1  cents.  The  iShares  ETF  trails 
its  bogey  by  0.35%,  three  times  the  shortfall  of  the  Vanguard  ETF.F 


ETF  Tricks 

Check  out  some  new 
opportunities,  and  new  hazards, 
in  this  fast-changing  arena. 

By  Michael  Maiello 


LIKE  DANDELIONS  AFTER  A  SPRING  RAIN,  EXCHANGE- 
traded  funds  are  cropping  up  everywhere.  Last  year 
saw  253  launches.  There  now  are  612  exchange- 
traded  funds  in  the  U.S.,  sponsored  by  19  money 
managers,  according  to  State  Street,  which  manages 
the  Spider  ETF  among  others. 

How  do  you  choose  among  this  vast  welter?  One  place 
to  start  is  our  Best  Buys  list  (see  table,  p.  88).  Our  Best  Buy  for- 
mula for  actively  traded  funds  puts  equal  weight  on  costs  and 
performance.  But  since  ETFs  are  passive  (usually  tracking  a  stock 
index),  past  performance  doesn't  tell  you  anything  useful.  So 


86      FORBES      JANUARY  28,  2008 


With  Vanguard,  choosing  the  right  investments 
can  be  easier  than  getting  dressed. 

•w-cost  investing  made  simpler  I  Choices  can  be  overwhelming  -  especially  when  creating 
)ortfolio.  As  a  leader  of  low-cost  fund  investing  for  30  years,  Vanguard  knows  that  a  simpler 
proach  to  investing  may  be  better.  Every  investor  should  ask  a  few  key  questions,  then  focus 
just  a  few  funds.  Consider  a  handful  of  funds  that  can  meet  the  needs  of  most  investors  at 
nguard.com/handful.  For  more  information  on  other  funds,  visit  www.vanguard.com. 


II  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information. 

ad  and  consider  it  carefully  before  investing.  Mutual  funds  are  subject  to  risks.  Connect  with  us.  Vanguard,  and  the  ship  logo  are  trademarks 

e  Vanguard  Group,  Inc.  All  other  marks  are  the  exclusive  property  of  their  respective  owners.  ©2008 The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 
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our  ETF  Best  Buys  are  the  ones 
with  the  lowest  costs  in  each  of 
seven  different  categories  of 
portfolios.  Here  we  define  costs 
as  the  sum  of  annual  expenses 
and  one-fifth  the  average 
bid/ask  spread  we  observed  on 
a  recent  trading  day. 

An  exchange-traded  fund 
is  a  cross  between  a  closed- 
end  fund  (with  a  fixed  num- 
ber of  shares  outstanding)  and 
an  open  end  (whose  sponsor 
continually  sells  shares  to 
newcomers  while  cashing  out 
departing  customers). 

An  ETF  has  a  fairly  rigid 
portfolio  mix.  It  trades,  like  a 
closed  end,  with  a  bid-and-ask 
spread  on  a  stock  exchange,  and 
when  you  buy  or  sell  it  you  run 
up  a  brokerage  commission. 
Shares  are  created  and  extin- 
guished in  response  to  demand. 


indexes  like  the  S&P  500.  The 
newest  aim  at  narrow  sectors, 
such  as  banks  (with  a  bad 
showing  in  2007)  and  oil 
(windfall  gains  of  late).  Inter- 
national ETFs  are  popular  and 
enjoying  nice  price  gains;  31 
overseas  ETFs  started  in  2007. 

Lately,  ETF  managers  have 
hired  companies  like  S&P  and 
Zacks  to  create  custom  indexes 
for  them.  One  such  batch  of 
ETFs  was  launched  by  Power- 
Shares  and  based  on  some- 
thing called  "Intellidexes." 
These  screen  for  stocks  using 
25  factors  ranging  from  valua- 
tions to  growth  rates. 

The  PowerShares  Dynamic 
Market  ETF,  the  first  one,  has 
outstripped  the  S&P  500  since 
its  2003  debut,  scoring  an 
annual  14.3%  return  versus  the 
S&P's  12%.  Its  portfolio  of  100 


slipped  up.  Take  the  Clay- 
more/Sabrient  Insider  ETF,  a 
basket  of  100  stocks  (adjusted 
quarterly)  that  corporate  insid- 
ers are  buying  heavily.  Since 
the  ETFs  September  2006 
debut,  it  is  up  17%  versus  13% 
for  the  S&P  500. 

The  newest  iteration  is 
the  actively  managed  ETF, 
although  it's  unclear  whether 
the  Securities  &  Exchange 
Commission  will  okay  the 
notion.  The  agency  up  to  now 
has  preferred  that  ETFs  follow 
some  kind  of  index.  Bruce 
Bond,  chief  executive  at  Pow- 
erShares, says  regulators  have 
warned  him  about  comparing 
his  ETFs  too  closely  with  an 
actively  managed  portfolio. 

Pending  SEC  approval,  the 
proposed  PowerShares  Active 
Mega-Cap  will  behave  just  like 


ting  on  $16.8  billion  worth  of 
gold  bars  in  bank  vaults.  In  the 
case  of  a  curious  pair  of  oil- 
related  ETFs,  MacroShares  Oil  Up 
and  MacroShares  Oil  Down,  the 
funds  own,  essentially,  contracts 
with  one  another.  They  were 
invented  by  Robert  J.  Shiller,  a 
Yale  University  economist. 

The  MacroShares,  which 
first  appeared  in  November 
2006,  together  hold  a  $60 
million  portfolio  of  short- 
term  Treasury  bonds.  When 
the  price  of  oil  goes  up, 
MacroShares  Up  gets  a  larger 
claim  on  the  portfolio;  as  the 
price  declines,  it  cedes  value  to 
its  partner  fund.  Buying  either 
half  of  the  fund  is  like  going 
long  or  short  an  oil  contract 
on  a  commodities  exchange. 

Unlike  most  ETFs,  which 
tend  to  trade  at  prices  very 


Best  Buys:  ETFs 


MS 

TOTAL  RETURN 
LATEST 
12  MONTHS 

ASSETS 
1 1/30/07 
(SMIL) 

COST 
DRAG 
PER  $100' 

CATEGORY 

LARGEST  HOLDING 

Okguard  Total  Stock  Market  Index-ETF 

6.1% 

$9,4762 

$0.09 

broad  market 

ExxonMobil 

SfjK  Trust  Series  1 

6.0 

75,977 

0.10 

large  companies 

ExxonMobil 

Vanguard  Mid-Cap  Index-ETF 

6.5 

1,2252 

0.15 

midsize  companies 

MEMC  Electronic 

Vanguard  Total  Bond  Market  Index-ETF 

NA 

7472 

0.12 

fixed  income 

US  Treasury  note  6.5% 

Vanguard  Small-Cap  Index-ETF 

2.0 

1.0242 

0.11 

small  companies 

Flowserve 

StreetTracks  Gold  Shares 

29.9 

15,150 

0.42 

bullion 

Gold 

Performance  through  Dec.  27,  2007.  NA:  Not  available.  'Expense  ratio  plus  one-fifth  of  bid/ask  spread.  2Assets  are  for  ETF  Class  only.  Sources:  Forbes,  Upper;  Momingstar;  Telemet  America. 


They  are  created  when  a  bro- 
kerage firm  assembles  a  basket 
of  the  constituent  stocks  and 
hands  that  in,  getting  ETF  shares 
in  return.  Shares  are  extin- 
guished in  a  reverse  process  that 
ends  with  the  broker  selling  the 
constituent  stocks. 

BEYOND  THE  INDEX 

Trust  manufacturers  of  finan- 
cial products  to  make  simple 
things  complicated.  The  orig- 
inal  ETFs   tracked  broad 


stocks  is  rebalanced  quarterly, 
turning  over  the  portfolio  once 
a  year,  on  average.  The  rules 
for  picking  stocks  are  cryptic, 
but  this  fund  is  an  open  book 
compared  with  an  open-end 
fund.  An  open  end  doesn't 
have  to  reveal  its  portfolio 
until  its  next  semiannual 
report;  the  ETF  discloses  the 
stocks  in  the  basket  daily  on 
the  PowerShares  Web  site. 

Some  of  these  creatures  are 
rather  clever  and  so  far  haven't 


a  quant  mutual  fund,  where 
various  formulas  kick  out 
stock  picks  so  the  company 
claims  that  a  large  part  of  it  is 
passively  managed.  Human 
managers  will  have  some  role, 
supposedly  secondary.  ' 

EXCHANGE-TRADED 
COMMODITIES 

Nothing  says  an  ETF  has  to  own 
shares.  It  can  own  commodities 
or  commodities  contracts — the 
StreetTracks  Gold  Shares  is  sit- 


close  to  their  net  asset  values, 
these  two  veer  off.  In  response 
to  popular  demand,  the  oil-up 
shares  were  recently  trading  at 
a  9%  discount  to  their  $33.22 
NAV,  while  the  oil-downs  were 
at  a  46%  premium  to  their 
$10.10  NAV.  (The  combined 
$40.01  share  price,  however 
was  very  close  to  the  com- 
bined $40.45  NAV.) 

An  advantage  to  the  ETF  as 
a  way  of  speculating  on  com- 
modities: It's  available  in  smal 
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doses.  An  oil  future  on  the 
Nymex  has  a  contract  size  of 
1,000  barrels,  worth  $99,000. 
Another  advantage  is  that  the 
ETFs  don't  expire,  so  you  can 
make  one  trade  and  sit  on  the 
position  indefinitely.  The  disad- 
vantage of  these  ETFs  is  their 
rapacious  1.6%  expense  ratio. 
'For  more  on  how  to  trade 
utures,  see  the  box  on  page  68.) 

DOLLAR  COST  AVERAGING 

\  popular  if  somewhat  over- 


rated way  of  investing  is  to  buy 
a  fixed  dollar  amount  of  an  asset 
at  regular  intervals  over  a  long 
period  of  time.  You  buy,  say, 
$500  of  an  index  fund  every 
month  for  ten  years.  No-load 
funds  are  ideal  for  this  style  of 
investing,  ETFs  less  so,  because 
of  the  brokerage  commissions. 
But  low  online  commissions 
make  the  ETF  option  at  least 
plausible  these  days.  Scottrade 
charges  only  $7  a  trade.  Bank  of 
America  offers  30  free  trades  per 


month  to  any  customer  with 
$25,000  in  a  BofA  account. 

Meanwhile,  ETF  providers 
want  to  get  into  the  401(k) 
market,  which  means  offering 
an  attractive  deal  to  monthly 
savers.  So  XShares  has  teamed 
up  with  TD  Ameritrade  to 
give  retirement  savers  a  low- 
cost  trading  mechanism  for 
XShares'  target-date  retirement 
ETFs.  Target-date  funds  have 
balanced  portfolios  that  drift 
from  a  mostly  equity- flavored 


mix  early  in  their  life  span  to  a 
more  bond-weighted  portfolio 
at  the  end.  (Sample:  the  TDAX 
Independence  2030.) 

By  pooling  a  lot  of  small 
savers  into  a  single,  monthly 
buy  order,  TD  says  it  charges  no 
commission  cost  to  trade.  The 
underlying  fund  is  no  great  bar- 
gain, however.  Its  expense  ratio 
of  0.65%  a  year  compares  with 
0.08%  for  State  Street's  Spider 
and  0.20%  for  the  iShares 
Lehman  Aggregate.  F 


High-Octane  Munis 

Fhe  tax-free  issues  on  the  iffier  end  of  the  credit  spectrum 
are  now  much  cheaper.  Take  a  look.  By  David  Armstrong 


I  UNICIPAL  BONDS  GOT 
I  caught  in  the  credit 

m crunch,  along  with  most 
things  fixed  income.  Of 
course,  munis  have  little 
:o  do  with  subprime  mortgages,  the 
source  of  all  the  misery.  But  hedge  funds 
md  other  leveraged  players  dumped  muni 


bonds  to  raise  cash  and  meet  margin  calls. 
Combine  weak  demand  with  heavy 
issuance  (a  record  $428  billion  in  2007), 
and  you  get  falling  prices. 

Hit  the  hardest  were  bonds  in  the 
more  speculative  end  of  the  muni 
market,  those  that  are  on  the  lowest  rung 
of  investment  grade  (Baa  from  Moody's, 


BBB  from  Standard  & 
Poor's)  or  below.  While 
muni  funds  with 
higher  credit  ratings 
returned  a  measly 
1.15%  last  year,  the 
high-yield  variety  lost 
2.98%,  according  to 
Lipper  researchers.  "It's  a  by-product  of 
what's  going  on  in  other  risk  markets," 
says  James  Murphy,  fixed-income  port- 
folio manager  at  T  Rowe  Price.  "There  is 
nothing  that  has  fundamentally  changed 
in  our  market.  Munis  across  the  board 
are  cheap." 

If  you're  looking  to  spice  up  a  por- 
tion of  your  muni  portfolio,  then,  and 
are  comfortable  taking  on  a  wee  bit  of 
risk  (though  not  as  much  as  you  might 
think),  the  widening  of  high-yield  muni 
spreads  over  their  more  conservative 
counterparts  is  an  opportunity. 

High-yields  have  returned  more  over 
time.  During  the  past  five  years  high- 
yield  muni  funds  posted  an  annualized 
total  return  of  4.6%;  municipal  bond 
funds  in  general  have  managed  only 
3.5%,  says  Lipper.  Over  15  years  the  gap 
narrows,  but  high-yields  still  prevail, 
returning  5.3%  to  general  municipal 
bond  funds'  5.1%. 

The  bulk  of  these  munis  aren't  junk 
rated  but  reside  at  the  Baa/BBB  level,  so 
the  risk  here  is  tolerable.  In  fact,  defaults 
among  lower-rated  municipal  bonds  are 
far  rarer  than  among  their  equally  rated 
corporate  cousins.  According  to  a 
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Moody's  study  covering  1970  to  2006, 
the  ten-year  average  cumulative  default 
rate  for  Baa-rated  munis  was  0.1%,  ver- 
sus 4.6%  for  similar  corporate  bonds. 
Muni  bonds  in  the  junk  category  (below 
Baa)  defaulted  at  an  average  rate  of  4.3%, 
corporate  junk  31.4%. 

High-yield  munis  are  usually  lower 
rated  because  they  are  supported  not  by 
the  taxing  power  of  the  state  or  local 
government  that  issues  them,  like  gen- 
eral-obligation bonds,  but  rather  by  the 
revenues  from  projects  they  are  financ- 
ing— hospitals,  toll  roads,  university 


credit  quality  of  BB. 

Avoid  funds  with  less  than  $100  mil- 
lion in  assets,  to  be  sure  the  managers 
have  some  cushion  for  redemptions. 
Check  the  percentage  of  the  fund's  expo- 
sure to  the  alternative  minimum  tax:  No 
municipal  fund  can  have  more  than  20% 
exposure,  or  it  loses  the  right  to  call  itself 
tax  free.  These  taxable  munis  are  issued 
for  a  "private  purpose,"  such  as  a  down- 
town parking  garage. 

With  these  factors  in  mind  we  have 
come  up  with  a  list  of  four  Best  Buys  for 
high-yield  munis  (see  table). 


could  put  the  casino  into  receivership  if 
they  were  not  repaid.  On  the  plus  side, 
the  tax-free  bonds  have  priority  for 
repayment  over  some  taxable  bonds 
financing  the  casino. 

Murphy's  fund  bought  Allegheny 
County  Hospital  Development  Authority 
bonds,  just  as  that  Pennsylvania  hospital 
chain  was  struggling  to  get  back  on  its 
feet  following  the  1998  bankruptcy  of  its 
former  parent,  a  charitable  foundation. 
Murphy's  analysts  had  faith  in  the  new 
managers,  who  issued  a  B-rated  $450  mil- 
lion bond  in  August  2000,  priced  at  95  cents 


j  Best  Buys:  High-Yield  Munis 


PERFORMANCE 
UP  DOWN 


D 

A 

B 

c 

A 

B 

B 

FUND 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED        12  MONTHS 

SEC 
YIELD 

ASSETS 
11/30/07 
(SMIL) 

AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER 
$100 

MINIMUM 

INITIAL 
INVESTMENT 

American  High-Income  Municipal  Bond-F 

4.6% 

-1.1% 

4.4% 

$2,235 

6.3 

$0.71 

$250 

Northern  High  Yield  Municipal 

4.5 

-3.8 

4.8 

364 

8.2 

0.85 

2,500 

T  Rowe  Price  Tax-Free  High  Yield 

5.3 

-1.4 

4.7 

1,471 

6.8 

0.72 

2,500 

Vanguard  High-Yield  Tax-Exempt  Fund-lnv 

4.9 

1.2 

4.7 

6,192 

6.5 

0.17 

3,000 

Performance  through  Dec.  27,  2007.  Sources:  Forbes;  Upper. 


dorms,  airport  terminals  or  housing. 
Some  are  backed  by  corporations  that, 
issuing  through  a  state  or  city  economic 
development  program,  get  the  tax-free 
treatment.  Many  small  issuers  don't  even 
bother  to  pay  for  a  credit  rating  at  all. 

Don't  be  tempted  to  buy  junk  muni 
bonds  yourself.  Pricing  can  be  opaque, 
bid/ask  spreads  wide  and  trading  thin. 
Better  to  go  through  a  fund,  where 
diversity  gives  you  some  cushion  from 
the  inevitable  misses  and  the  fund  man- 
agers have  the  manpower  to  find  the 
good  deals. 

When  picking  a  high-yield  fund,  put 
some  weight  on  past  performance  and  a 
lot  on  the  expense  ratio  rather  than  on 
current  yield.  A  good  expense  ratio  is 
one  below  1%.  If  a  fund's  yield  is  dra- 
matically higher  than  others  in  the  cate- 
gory (for  high-yield  muni  funds  the 
mean  is  4.7%),  you  can  be  sure  its  risk 
profile  is  higher,  too.  The  Oppenheimer 
Rochester  National  Municipal  fund 
yields  6.1%,  and  it  flies  closer  to  the 
flame  than  you'd  want,  with  an  average 


Murphy,  who  has  been  managing  T. 
Rowe  Price's  fund  for  the  past  six  years, 
has  seven  analysts  who  scour  the  coun- 
try, meeting  managers  of  the  projects  on 
their  home  turf.  This  gives  him  the  lux- 
ury of  ignoring  the  credit  ratings.  Dur- 
ing his  six  years  at  the  helm  the  fund  has 
returned  an  annualized  5.3%,  versus 
4.9%  for  the  category's  average. 

This  fall  Murphy  found  what  he 
considers  a  bargain  in  the  Mashantucket 
Western  Pequot  Tribe  of  Connecticut's 
5.75s,  due  Sept.  1,  2034.  Proceeds  of  the 
$70  million  issue  will  go  to  such  public 
works  as  widening  Connecticut's  Route 
2  leading  up  to  the  tribe's  Foxwoods 
Resort  Casino.  The  bonds  are  rated  Baa3 
by  Moody's  and  yield  6%  (or  9.2%  at  a 
35%  taxable  equivalent). 

Foxwoods  is  a  huge  financial  success, 
with  operating  earnings  (Ebitda)  cover- 
ing debt  service  ten  times  (the  average 
hospital:  three  times).  So  why  the  low 
rating?  Because  the  tribe  is  treated  as  a 
sovereign  nation  and  thus  can't  easily  be 
sued.  It's  not  clear  whether  bondholders 


on  the  dollar  to  yield  9.7%. 

The  hospital  managers  righted  the 
business,  making  needed  cuts  to  the  oper- 
ating budget,  and  then  they  refunded  the 
original  issue  last  year  with  a  new  5.4% 
issue.  The  original  holders  will  keep  their 
9.2%  coupons  coming  from  an  AAA-rated 
escrow  account  until  2010,  when  the 
hospital  will  pay  off  the  principal  slightly 
above  par. 

Of  course,  there's  the  inevitable  flop. 
A  multifamily  housing  development  in 
Houston,  originally  rated  an  investment 
grade  BBB-  and  backed  by  the  nonprofit 
National  Housing  Trust  in  Washington, 
D.C.,  got  into  trouble  when  vacancy 
rates  on  the  rental  property  soared.  To 
blame:  easy  mortgages  that  lured  away 
many  renters.  Even  putting  Katrina 
refugees  into  the  development  fizzled,  as 
many  failed  to  make  payments. 

The  T.  Rowe  fund  took  a  90%  loss  on 
the  bonds.  Thankfully,  the  $4  million 
position  was  a  mere  shard  of  the  $1.5  bil- 
lion portfolio.  "A  bee  sting,  not  a  full-leg 
amputation,"  Murphy  says.  F 
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Best  Buys:  Domestic  Stock 


UP 

4 


Best  Buys  combine  good  risk-adjusted  six-year 
returns  and  low  expenses  (loads,  overhead  and 
portfolio  trading  costs).  The  other  two  tables 
highlight  bull  and  bear  market  standouts. 


IVIAIN^t 

DOWN 

FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
11/30/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

TAX 
EFFICIENCY 

COST 
DRAG 
PER  $100 

MINIMUM 
INITIAL 
INVESTMENT 

B 

ING  Corporate  Leaders  lrust-B/yy^-l)loU 

11.5% 

11.4% 

tf  AC  1 

1452 

15 

$87.1 

4 

$0.49e 

$1,000 

A+ 

T  Rowe  Price  Capital  Appreciation/638-5660 

10.9 

4.5 

iu,d  i  y 

1  7 
I  / 

m.z 

A 

4 

U.obe 

1  cr\r\ 

z.bUU 

A+ 

Bruce  Fund/872-7823 

22.9 

-5.1 

308 

NA 

0.7 

4 

0.98 

1,000 

A 

Target  Small  Cap  Value-T/225-1852 

13.9 

0.8 

397 

16 

1.6 

5 

0.89 

25,000 

A 

Fidelity  Value  Fund/343-3548 

12.3 

3.0 

21,007 

19 

9.2 

4 

0.74 

2,500 

•A 

Vanguard  Selected  Value/662-7447 

11.6 

-0.4 

4,681 

15 

6.0 

4 

0.54 

25,000 

A+ 

Yacktman  Fund/525-8258 

11.7 

4.2 

305 

18 

39.2 

5 

1.01 

2,500 

•  B 

Vanguard  Strategic  Equity/662-7447 

10.8 

-1.6 

6,881 

15 

3.8 

4 

0.43 

10,000 

B 

Third  Avenue  Value/443-1021 

12.9 

5.0 

11,503 

14 

11.6 

4 

1.12 

10,000 

A 

Pennsylvania  Mutual-lnv/348-1414 

12.7 

3.4 

4,422 

17 

1.4 

4 

1.06 

2,000 

PERFORMANCE 
UP 


Best  Performance  in  a  Bull  Market 


DOWN 

FUND 

TOTAL  RETURN 
10-YEAR  ANNUALIZED 

•B 

Quaker  Strategic  Growth-A 

18.6% 

A+ 

Bruce  Fund 

16.0 

A 

Keeley  Small  Cap  Value 

13.3 

B 

Columbia  Acorn  Fund-A 

13.1 

B 

Perritt  MicroCap  Opportunities 

12.5 

performance  Best  Performance  in  a  Bear  Market 

UP  DOWN 

TOTAL  RETURN 


FUND 

10-YEAR  ANNUALIZED 

Meridian  Value  Fund 

16.2% 

Bruce  Fund 

16.0 

Keeley  Small  Cap  Value 

13.3 

Sentinel  Small  Company-A 

12.8 

Hennessy  Cornerstone  Growth 

12.7 

Best  Buys:  Global  Stock 


Global  funds  mix  U.S.  and  foreign  stocks.  In  these  tables 
Best  Buys  are  followed  by  bull  and  bear  market  stars, 
measured  by  our  long-term  performance  grades. 


PERFORMANCE 
UP  DOWN 

FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
11/30/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
(SBIL) 

TAX 
EFFICIENCY 

COST 
DRAG 
PER  $100 

MINIMUM 

INITIAL 
INVESTMENT 

Vanguard  Global  Equity/662-7447 

16.7% 

11.6% 

$7,674 

13 

$25.6 

4 

$0.84 

$3,000 

Polaris  Global  Value/888-263-5594 

16.6 

-3.2 

686 

15 

9.3 

2 

1.35 

2,500 

Oakmark  Global-l/625-6275 

16.9 

7.7 

2,993 

18 

22.1 

4 

1.25 

1,000 

American  Funds  Cap  lncome-A/421-4120 

12.6 

10.7 

110,849 

15 

43.8 

5 

0.63e 

250 

American  Funds  Cap  World  G  &  l-A/421-4120 

16.8 

17.4 

113,299 

16 

50.5 

5 

0.80 

250 

performance  Best  Performance  in  a  Bull  Market 

UP  DOWN 

u       uu  m                                                       TOTAL  RETURN 

^      FUND                                          10-YEAR  ANNUALIZED 

performance  Best  Performance  in  a  Bear  Market 

UP      D0™                                                       TOTAL  RETURN 
$        ^      FUND                                          10-YEAR  ANNUALIZED 

1  USAA  Precious  Metals  &  Minerals  22.7% 

1  Franklin  Mutual-Discovery-A  12.0% 

|  Ivy  Global  Natural  Resources-A  19.1 

1  Calamos  Global  Growth  &  Income-A    1 1 .3 

|  RiverSource  Prec  Metals  &  Mining-A    1 3.8 

1  Pearl  Total  Return  11.3 

I  Franklin  Global  Health  Care-A  5.2 

1  American  Funds  Cap  Income-A  10.0 

|  Nationwide  International  Growth-A  NA 

|  Fidelity  Global  Balanced  9.3 

See  footnotes  on  page  98.  Sources:  Forbes;  Upper;  Morningstar. 

For  more  rated  funds  go  to  www.forbes.com/fundsurvey/. 
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Mutual  Fund  Survey 


Best  Buys:  Foreign  Stock 


As  a  group,  funds  that  invest  in  non-U. 5.  stocks 
delivered  a  17.9%  return  last  year  versus  6.1%  for 
the  S&P  500.  These  funds  tend  to  have  higher 
expenses  than  domestic  stock  funds. 


FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
11/30/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

TAX 
EFFICIENCY 

COST 
DRAG 
PER  $100 

MINIMUM 

INITIAL 
INVESTMENT 

|  Harbor  lnternational-lnv/422-1 050 

19.9% 

21.0% 

$27,532 

17 

$44.5 

3 

$1.32 

$2,500 

Fidelity  International  Discovery/343-3548 

17.9 

18.5 

13,748 

21 

27.8 

2 

1.28 

2,500 

T  Rowe  Price  International  Discovery/638-5660 

21.4 

14.4 

3,047 

21 

1.7 

3 

1.54 

2,500 

Vanguard  International  Value/662-7447 

16.4 

12.4 

9,933 

14 

44.5 

4 

0.60 

3,000 

Janus  Overseas  Fund/525-371 3 

20.4 

26.9 

10,898 

21 

11.3 

3 

1.20 

2,500 

PERFORMANCE 
UP  DOWN 


Best  Performance  in  a  Bull  Market 


FUND 


TOTAL  RETURN 
10-YEAR  ANNUALIZED 


c 

T  Rowe  Price  International  Discovery 

18.6% 

•  c 

ING  International  SmallCap-A 

16.4 

•B 

Laudus  Intl  MarketMasters-lnv 

13.4 

A 

Harbor  International-lnv 

13.0 

B 

American  Funds  EuroPacific  Growth-A 

12.2 

Best  Performance  in  a  Bear  Market 


FUND 

TOTAL  RETURN 
10-YEAR  ANNUALIZED 

M&N  World  Opportunities 

13.7% 

Harbor  International-lnv 

13.0 

Boston  Co  Intl  Core  Equity 

12.5 

Oakmark  International  Fund-I 

12.0 

Lazard  International  Small  Cap-Open    1 1 .2 

Best  Buys:  Emerging  Markets 


This  hot  area  is  subject  to  unfavorable 
currency  swings  and  political  instability. 
Last  year's  big  winner:  China. 


PERFORMANCE 
UP  DOWN 





FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
11/30/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

TAX 
EFFICIENCY 

COST 
DRAG 
PER  $100 

MINIMUM 

INITIAL 
INVESTMENT 

Lazard  Emerging  Markets-Open/823-6300 

30.1% 

32.4% 

$6,523 

16 

$10.8 

4 

$1.55 

$10,000 

Quant  Emerging  Markets-O/326-21 51 

33.0 

46.3 

586 

18 

18.1 

2 

1.75 

2,500 

T  Rowe  Price  Emerging  Mkts  Stock/638-5660 

29.8 

41.7 

4,548 

23 

16.1 

2 

1.55 

2,500 

Matthews  China  Fund/789-2742 

29.7 

70.2 

2,384 

32 

15.6 

2 

1.39 

2,500 

T  Rowe  Price  Latin  America/638-5660 

36.7 

50.5 

3,711 

22 

28.3 

2 

1.52 

2,500 

Best  Buys:  Index  Funds 


Indexing  has  come  a  long  way  since  Vanguard  started  the  first 
S&P  500  fund  in  1976.  Index  funds  track  dozens  of  indicators 
and  have  $1.5  trillion  in  assets.  For  ETFs,  see  table  on  page  88. 


FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
11/30/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

TAX 
EFFICIENCY 

COST 
DRAG 
PER  $100 

MINIMUM 
INITIAL 
INVESTMENT 

Vanguard  Total  Intl  Stock  Index/662-7447 

16.0% 

15.3% 

$28,772 

16 

$32.8 

3 

$0.33e 

$3,000 

Vanguard  European  Stock  lndex-lnv/662-7447 

14.7 

13.8 

36,723 

14 

49.3 

3 

0.33 

3,000 

Vanguard  Pacific  Stock  lndex-lnv/662-7447 

13.5 

4.1 

16,617 

18 

20.3 

2 

0.28 

3,000 

Vanguard  Tax-Mgd  Capital  Apprec-lnv/662-7447 

6.7 

6.6 

4,379 

18 

37.3 

2 

0.15 

10,000 

Vanguard  Extended  Mkt  lndex-lnv/662-7447 

10.7 

4.9 

13,950 

20 

2.5 

2 

0.26 

3,000 

See  footnotes  on  page  98.  Sources:  Forbes;  Upper;  Morningstar. 
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Asset 

Management 


Who  do  you  have  to  be  to  invest 
in  a  Goldman  Sachs  Mutual  Fund? 

Yourself. 

Companies,  governments  and  high-net-worth  individuals  have  long  turned  to  Goldman  Sachs  for 
trusted  advice.  Today,  every  investor  can  call  upon  our  expertise  through  Goldman  Sachs  Mutual 
Funds.  Our  principles  of  teamwork  and  in-depth  research  have  helped  our  mutual  fund  business 
win  2007  Lipper  Fund  Awards,  including  Best  Large  Overall  Fund  Family.  For  more  information, 
ask  your  financial  advisor,  call  1-800-526-7384  or  visit  www.goldmansachsfunds.com 
Goldman  Sachs  Mutual  Funds.  For  every  portfolio.  For  every  investor. 


)  learn  more  about  Goldman  Sachs  Funds,  visit  www.goldmansachsfunds.com.  Prospectuses  containing  more  complete 
iformation  are  available  online,  and  may  also  be  obtained  from  your  authorized  dealer,  or  from  Goldman,  Sachs  &  Co. 
y  calling  800-526-7384.  Please  consider  a  Fund's  objectives,  risks,  and  charges  and  expenses,  and  read  the  prospectus 
arefully  before  investing.  The  prospectuses  contain  this  and  other  information  about  the  Funds. 

st  Large  Overall  Fund  Family"  is  for  the  three-year,  risk-adjusted  performance  among  27  large  fund  groups  for  the  period  ended  Dec.  31, 2006  Large  fund  groups  with  at  least  five  equity,  five 
ind,  and  three  mixed  equity  portfolios  that  received  Consistent  Return  scores  as  of  Dec.  31.  2006,  are  eligible  for  an  overall  fund  group  award.  Lipper  determined  the  large  fund  group  awards 
averaging  the  decile  rank  of  the  three-year  Consistent  Return  scores  for  all  of  the  firm's  funds  within  the  asset  class(es).  and  the  eligible  group  with  the  lowest  average  decile  rank  received 
e  award  for  that  asset  class.  In  the  case  of  a  tie,  the  group  with  the  lower  average  percentile  rank  received  the  award.  Although  Lipper  makes  reasonable  efforts  to  ensure  the  accuracy  and 
liability  of  the  data  contained  herein,  the  accuracy  is  not  guaranteed  by  Lipper.  This  is  not  an  offer  to  buy  or  sell  securities  Goldman,  Sachs  &  Co.  is  the  distributor  of  the  Goldman  Sachs 
nds.  ©  2008.  Goldman,  Sachs  &  Co.  All  rights  reserved. 


Mutual  Fund  Survey 


Best  Buys:  Sector  Funds 


These  funds  invest  in  a  specific  industry  or  segment  of  the 
economy.  As  narrow  bets,  they  have  the  potential  for  big 
gains — or  big  losses.  Rational  investors  put  only  a  small  portion 
of  their  portfolios  in  sector  funds. 

Last  year  natural  resources,  technology  and  health  care  funds 


handily  outperformed  the  6.1%  return  in  the  S&P  500.  The  real 
estate  sector  was  a  loser.  Don't  look  for  any  year-to-year 
continuity  in  results.  Sector  performance  remains  a  roll  of  the  dice. 
If  you  are  still  interested  in  sector  investing,  the  following  Best 
Buys  offer  a  balance  of  good  returns  and  low  costs. 


PERFORMANCE 
UP  DOWN 

4  1 


TOTAL  RETURN 

ASSETS 

WEIGHTED 

MEDIAN 

COST 

MINIMUM 

6-YEAR 

LATEST 

11/30/07 

AVERAGE 

MARKET  CAP  TAX 

DRAG 

INITIAL 

FUND/800  PHONE 

ANNUALIZED 

12  MONTHS 

(SMIL) 

P/E 

($BIL) 

EFFICIENCY  PER  $100 

NVESTMENT 

1  Fidelity  Select-Medical  Delivery/343-3548 

16.3% 

17.2% 

$613 

21 

$7.7 

3 

$1.16e 

$2,500 

T  Rowe  Price  Health  Sciences/638-5660 

9.3 

19.4 

2,184 

24 

7.5 

3 

1.14 

2,500 

rioeiixy  jciecx  neaitn  Lare/j^j ojho 

6.2 

13.2 

L,  I  JO 

~)A 
LH 

14.4 

4 

1.1  Oe 

2,500 

Irani  ic  f^lnhnl  1  ifa  ^ri  an  racism.  ^71^ 

Janus  vjiouai  Liie  M-iencey  JZ  J  j  /  I  3 

5.5 

22.9 

O  I/O 

I  0 

14.5 

1 

1.23 

2,500 

I    lONdlcb  -><Vr  UlUUdl  ncdllilLdlc  IMUtrX/Clr 

3.7 

4.4 

/  HO 

£.  I 

62.1 

2 

0.50 

NA 

Natural  Resourrps 

Vanguard  Energy  Fund-lnv/662-7447 

27.5 

36.9 

13,796 

14 

60.2 

4 

0.28 

25,000 

T  Rowe  Price  New  Era/638-5660 

23.0 

40.3 

6,531 

1 7 

26.0 

3 

0.70 

2,500 

US  Global  Resources/873-8637 

40.6 

38.5 

1,610 

15 

7.8 

5 

1.54 

5,000 

Fidelity  Select-Energy/343-3548 

23.9 

45.2 

2,936 

17 

32.4 

3 

1.1 2e 

2,500 

iShares  S&P  Global  Energy  Index/ETF 

20.7 

30.5 

1,020 

13 

104.6 

2 

0.50 

NA 

J 

Real  Estate 

CGM  Realty  Fund/345-4048 

34.4 

35.3 

1,995 

22 

22.7 

5 

0.97 

2,500 

Alpine  Intl  Real  Estate  Equity/888-785-5578 

24.5 

1.9 

2,354 

14 

2.9 

4 

1.43 

1,000 

Cohen  8i  Steers  Realty  Shares/330-7348 

16.6 

-18.8 

2,578 

32 

7.2 

5 

1.03 

10,000 

Vanguard  REIT  lndex-lnv/662-7447 

15.2 

-16.1 

9,320 

31 

5.8 

5 

0.22 

3,000 

American  Century  Real  Estate-lnv/826-8323 

16.7 

-15.2 

1,428 

29 

6.7 

5 

1.53 

2,500 

L« «_..«■ .  .„...,  *   ii  in i  in  in    mii-i  i iVffoiiaaantti 

Technoloav 

Fidelity  Select-Software/Comp  Svc/343-3548 

9.6 

24.2 

922 

37 

42.2 

1.24e 

2,500 

T  Rowe  Price  Global  Technology/638-5660 

8.2 

13.6 

190 

29 

19.0 

1.69 

2,500 

Fidelity  Select-Technology/343-3548 

5.1 

20.2 

2,063 

38 

13.2 

1.20e 

2,500 

Fidelity  Select-Computers/343-3548 

4.2 

23.4 

576 

29 

37.9 

1.50e 

2,500 

Janus  Global  Technology/525-3713 

4.4 

22.0 

969 

24 

13.0 

1.13 

2,500 

HIV 

.    Precious  Metals 

USAA  Precious  Metals  &  Minerals/531-8448 

36.3 

25.6 

966 

23 

4.9 

4 

1.34 

3,000 

US  Global  World  Precious  Minerals/873-8637 

42.6 

18.0 

985 

NA 

1.0 

5 

1.48 

5,000 

|  Tocqueville  Gold  Fund/697-3863 

32.2 

11.1 

1,089 

28 

2.9 

4 

1.64 

1,000 

American  Century  Global  Gold-lnv/826-8323 

27.6 

12.9 

1,103 

31 

5.4 

2 

0.77 

2,500 

I  Fidelity  Select-Gold/343-3548 

27  1 

22.3 

1,720 

36 

7.3 

5 

1.1 5e 

2,500 

See  footnotes  on  page  98. 

For  more  rated  funds  go  to  www.forbes.com/fundsurvey/. 
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Best  Buys:  Balanced  Funds 


These  funds  offer  a  one-stop  investment, 
combining  stocks  and  bonds.  Disadvantages: 
You  can't  customize  your  asset  allocation  or 
separate  the  two  pieces  for  tax-loss  purposes. 


PERFORMANCE 
UP  DOWN 


FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED       12  MONTHS 

ASSETS 
1 1/30/07 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET  CAP 
($BIL) 

AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER 
$100 

MINIMUM 
INITIAL 
INVESTMENT 

Vanguard  Wellington  Fund-lnv/662-7447 

8.9% 

8.4% 

$50,775 

16 

$75.5 

5.5 

S0.30 

$3,000 

Berwyn  Income  Fund/992-6757 

8.4 

6.6 

242 

17 

24.1 

NA 

0.73 

3,000 

Fidelity  Balanced  Fund/343-3548 

9.8 

8.9 

27,053 

18 

14.0 

NA 

0.61 

2,500 

Oakmark  Equity  &  lncome-l/625-6275 

10.2 

11.9 

13,763 

18 

19.7 

NA 

0.83 

1,000 

Vanguard  STAR  Fund/662-7447 

7.9 

6.5 

14,858 

18 

32.6 

6.3 

0.35 

1,000 

Best  Buys:  Bond  Funds 


^s  with  stock  funds,  our  Best  Buy  bond  funds  combine  good 
lerformance  with  low  costs.  But  in  the  rankings  of  high- 
trade  bond  funds,  costs  count  more  than  past  results.  The 
eason  is  that  results  are  mostly  a  function  of  where  interest 


rates  go  and  where  a  portfolio  sits  on  the  maturity  spectrum 
(long-term  bonds  do  well  when  rates  fall).  For  junk  bond 
funds,  however,  where  portfolio  skills  matter,  we  give  equal 
weight  to  performance. 


U.S.  Treasury 


PERFORMANCE 
UP  DOWN 

4  J 

FUND/800  PHONE 

TOTAL  RETURN 
6-YEAR  LATEST 
ANNUALIZED        12  MONTHS 

SEC 
YIELD 

ASSETS 
11/30/07 
(SMIL) 

AVERAGE  EXPENSES 
DURATION  PER 
(YEARS)  $100 

MINIMUM 

INITIAL 
INVESTMENT 

F 

Vanguard  Long-Term  Treasury-lnv/662-7447 

6.9% 

7.4% 

4.6% 

$2,462 

10.7 

$0.26 

$3,000 

D 

Vanguard  Intermediate  Treasury-lnv/662-7447 

5.6 

9.0 

4.4 

4,950 

5.2 

0.26 

3,000 

F 

American  Century  Target  2025-1/826-8323 

9.6 

7.2 

4.2 

263 

17.8 

0.57 

2,500 

B 

Vanguard  Short-Term  Treasury-lnv/662-7447 

4.1 

7.6 

4.1 

4,134 

2.2 

0.26 

3,000 

Ginnie  Mae 

C 

Vanguard  GNMA  Fund-lnv/662-7447 

5.0 

6.3 

5.3 

23,481 

4.2 

0.21 

3,000 

B 

Payden  GNMA  Fund/572-9336 

4.9 

5.4 

5.0 

164 

4.9 

0.50 

5,000 

B 

Fidelity  Ginnie  Mae/343-3548 

4.6 

5.8 

4.8 

3,230 

3.2 

0.45 

2,500 

B 

USAA  GNMA  Trust/531 -8448 

4.5 

5.5 

5.0 

502 

4.2 

0.52 

3,000 

Junk 

C 

Fidelity  Capital  &  Income/343-3548 

11.5 

3.5 

6.9 

9,662 

NA 

0.76 

2,500 

A 

T  Rowe  Price  High  Yield/638-5660 

8.5 

3.2 

8.0 

3,975 

4.4 

0.77 

2,500 

C 

Fidelity  High  Income/343-3548 

8.8 

1.8 

7.9 

5,132 

NA 

0.75 

2,500 

C 

Federated  High  Yield  Trust/341-7400 

8.3 

3.3 

6.9 

240 

4.0 

0.96 

25,000 

j 

Global  Bond 

A 

Fidelity  New  Markets  Income/343-3548 

13.8 

5.4 

6.0 

2,106 

NA 

0.91 

2,500 

A+ 

T  Rowe  Price  Emerging  Mkts  Bond/638-5660 

14.0 

5.8 

7.6 

667 

7.6 

0.98 

2,500 

A 

Payden  Emerging  Markets  Bond/572-9336 

10.8 

2.3 

6.9 

145 

7.1 

0.80 

5,000 

American  Century  Intl  Bond-lnv/826-8323 

10.4 

9.0 

3.4 

1,919 

6.6 

0.83 

2,500 

See  footnotes  on  page  98.  Sources:  Forbes;  Upper;  Morningstar. 
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Taxable  Short-Term 


PERFORMANCE 
UP  DOWN 


TOTAL  RETURN 

ASSETS 

AVERAGE 

EXPENSES 

MINIMUM 

6-YEAR 

LATEST 

SEC 

11/30/07 

DURATION 

PER 

INITIAL 

FUND/800  PHONE 

ANNUALIZED 

12  MONTHS 

YIELD 

(SMIL) 

(YEARS) 

$100 

INVESTMENT 

|  Fidelity  Intermediate  Govt  Income/343-3548 

4.4% 

6.9% 

4.1% 

$753 

3.3 

S0.45 

$2,500 

[Fidelity  Intermediate  Bond/343-3548 

4.4 

3.1 

4.8 

8,317 

3.7 

0.45 

2,500 

I  Vanguard  Short-Term  Bond  lndex-lnv/662-7447 

3.9 

6.8 

4.5 

6,450 

2.4 

0.18 

3,000 

Vanguard  Short-Term  Federal-lnv/662-7447 

4.0 

7.0 

4.4 

2,805 

2.2 

0.20 

3,000 

Taxable  Medium-Term 

7,106          5.9           0.18  3,000 

Vanguard  Intermediate  Bond  lndex-lnv/662-7447 

5.6 

6.6 

4.9 

Vanguard  LifeStrategy  Income/662-7447 

5.7 

6.3 

NA 

1,896 

4.0 

0.25 

3,000 

Vanguard  Intermed  Inv  Grade-lnv/662-7447 

5.5 

5.3 

5.1 

5,905 

5.3 

0.21 

3,000 

TCW  Total  Return  Bond-l/386-3829 

5.6 

6.0 

4.3 

953 

5.4 

0.44 

2,000 

Taxable  Long-Term 


Vanguard  Inflation-Protected  Secs-lnv/662-7447 

7.6 

10.2 

1.4 

12,100 

6.2 

0.20 

3,000 

Vanguard  Long-Term  Bond  Index/662-7447 

6.8 

4.8 

5.3 

2,720 

11.1 

0.18 

3,000 

Vanguard  L-T  Investment  Grade-lnv/662-7447 

6.3 

2.0 

5.7 

5,897 

11.4 

0.25 

3,000 

American  Century  Inflation-Adj  Bond-lnv/826-8323 

7.0 

9.9 

4.2 

1,157 

6.4 

0.49 

2,500 

Municipal  Short-Term 


Vanguard  Limited-Term  Tax-Exempt-lnv/662-7447 

3.2 

4.2 

3.5 

6,791 

2.7 

0.16 

3,000 

Fidelity  Short-Intermediate  Muni/343-3548 

3.3 

4.3 

3.1 

1,638 

3.0 

0.49 

10,000 

Vanguard  Short-Term  Tax-Exempt-lnv/662-7447 

2.5 

4.1 

3.4 

4,182 

1.2 

0.16 

3,000 

T  Rowe  Price  T-F  Short-lntermediate/638-5660 

3.1 

3.9 

3.2 

523 

3.3 

0.51 

2,500 

Municipal  Medium-Term 


D 

Vanguard  Insured  Long-Term  Tax-Ex-lnv/662-7447 

5.0 

2.3 

4.1 

3,408 

6.8 

0.16 

3,000 

B 

Vanguard  High-Yield  Tax-Exempt-lnv/662-7447 

4.9 

1.3 

4.7 

6,192 

6.5 

0.17 

3,000 

F 

Vanguard  Long-Term  Tax-Exempt-lnv/662-7447 

4.9 

2.2 

4.6 

2,666 

6.7 

0.16 

3,000 

B 

Fidelity  Intermediate  Muni  Income/343-3548 

4.7 

3.7 

3.6 

1,993 

5.3 

0.43 

10,000 

Municipal  Long-Term 


A 

C 

Fidelity  Municipal  Income/343-3548 

5.3 

2.7 

3.8 

5,160 

7.1 

0.47 

10,000 

B 

T  Rowe  Price  Summit  Muni  Income/638-5660 

5.2 

1.4 

4.0 

443 

5.6 

0.50 

25,000 

A 

T  Rowe  Price  Tax-Free  High  Yield/638-5660 

5.3 

-1.3 

4.7 

1,471 

6.8 

0.72 

2,500 

D 

USAA  Tax-Exempt  Long-Term/531  -8448 

5.2 

0.3 

4.2 

2,399 

7.1 

0.55 

3,000 

Municipal  One-State 


i 


Vanguard  Calif  Long-Term  T-E-lnv/662-7447 

4.8 

1.4 

4.6 

2,983 

6.3 

0.16 

3,000 

Fidelity  Mass  Muni  Income/343-3548 

5.1 

2.8 

3.7 

1,879 

6.9 

0.47 

10,000 

Vanguard  NJ  Long-Term  Tax-Ex-lnv/662-7447 

4.9 

2.6 

4.4 

1,828 

6.9 

0.16 

3,000 

Fidelity  New  York  Muni  Income/343-3548 

5.2 

3.0 

3.7 

1,436 

7.0 

0.48 

10,000 

Vanguard  Penn  Long-Term  T-E-lnv/662-7447 

4.9 

2.6 

4.5 

2,470 

6.4 

0.16 

3,000 

For  more  rated  funds  go  to  www.forbes.com/fundsurvey/. 
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The  Tails  of  the  Curve 

For  either  good  or  bad,  these  funds  stand  out 
from  the  rest  of  the  pack  By  John  Chamberlain 

Here  we  highlight  fund  winners  and  losers  over  the  past  12  months.  CGM  Focus, 
a  no-load  fund  managed  by  veteran  Kenneth  Heebner,  makes  big  bets  on  a 
small  number  of  stocks  and  scored  last  year  with  such  picks  as  Companhia  Vale 
do  Rio  Doce  and  Vimpel  Communications.  For  more  data  and  analysis  on  CGM 
Focus  and  thousands  of  other  funds,  including  long-term  performance  grades, 
overhead  expenses  and  efficiency  scores,  go  to  forbes.com/fundsurvey/. 


FUND 


Best  U.S.  Equity 

TOTAL  RETURN 
LATEST  6-YEAR 
12  MONTHS  ANNUALIZED 


CGM  Focus  Fund 

80.6% 

26.0% 

American  Century  Giftrust 

46.8 

13.4 

American  Century  Heritage-lnv 

46.4 

14.8 

Loomis  Sayles  Mid  Cap  Growth-Ret 

40.6 

10.5 

American  Century  Vista-lnv 

39.0 

13.7 

Brazos  Mid  Cap-N 

38.8 

7.6 

Saratoga  Large  Cap  Growth-! 

38.1 

5.4 

Brazos  Growth-N 

37.9 

5.6 

Janus  Adviser  Forty-A 

37.3 

NA 

Lord  Abbett  Developing  Growth-A 

36.6 

10.3 

____jf*     Best  Sector 

iFidelity  Select-Energy  Service 

55.6% 

24.7% 

Fidelity  Select-Natural  Resources 

50.0 

24.3 

ProFunds  Oil  &  Gas-lnv 

47.4 

25.7 

Jennison  Natural  Resources-A 

45.7 

33.7 

Munder  Energy-A 

45.5 

20.2 

BBMH 

Best  Foreign 

^Nationwide  China  Opportunities-A 

73.6% 

NA 

Matthews  China  Fund 

70.2 

29.7% 

Guinness  Atkinson  China  &  Hong  Kong 

64.9 

25.8 

T  Rowe  Price  New  Asia 

62.1 

29.0 

 1 

Eaton  Vance  Greater  China  Growth-A 

61.1 

25.9 

Best  Bond 

yTA  IDEX  Transamerica  Convertible  Sees- 

A  17.6% 

NA 

Hussman  Strategic  Total  Return 

11.5 

NA 

Franklin  Templeton  Hard  Currency-A 

10.5 

0.1% 

Oppenheimer  International  Bond-A 

10.3 

13.8 

Hartford  Inflation  Plus  Fund-A 

10.3 

NA 

Worst  U.S.  Equity 


TOTAL  RETURN 


LATEST  f 

j-YEAR 

FUND 

12  MONTHS  ANNUALIZED 

jciiudiii  runu 

-27.2% 

5.2% 

Matthew  25  Fund 

-18.7 

5.5 

DWS  Small  Cap  Value-A 

-17.4 

7.7 

MainStay  Small  Cap  Opportunity-A 

-17.0 

11.5 

JohnsonFamily  Small  Cap  Value  Fund 

-16.1 

5.2 

TCW  Value  Opportunities-I 

-15.6 

3.3 

ING  LargeCap  Value-A 

-15.2 

NA 

MainStay  Small  Cap  Value  Fund-A 

-14.7 

4.7 

uuiumcin  juuiiuicu  j  v»  cifuiiy -m 

-14.6 

6.5 

PNf~  Pnnitv  Inmmp-A 

-14.4 

2.4 

Worst  Sector 

1  Fidelity  Select-Home  Finance 

-38.2% 

-0.1% 

mW"  

|   ProFunds  Real  Estate-lnv 

-30.9 

14.1 

I   Franklin  Real  Estate  Secs-A 

-27.8 

10.6 

1  

1   Munder  Real  Estate  Equity  Inv-A 

-24.2 

13.5 

Kensington  Select  Income-A 

-23.8 

5.7 

Worst  Foreign 

ProFunds  UltraJapan-lnv 

-23.3% 

8.4% 

1   SPARX  Japan-lnv 

-14.2 

NA 

I  :  

JPMorgan  Japan-A 

-11.1 

9.6 

Matthews  Japan  Fund 

-10.9 

8.3 

Fidelity  Adv  Japan  Fund-T 

-10.4 

7.4 

""Worst  Bond 

|RMK  Select  Intermediate  Bond-A 

-49.3% 

-5.7% 

SSgA  Yield  Plus 

-13.2 

-0.4 

Oppenheimer  Rochester  National  Muni-A     -1 1 .0 

6.5 

Integrity  High  Income-A 

-10.1 

NA 

Oppenheimer  AMT-Free  Municipals-A 

-9.7 

4.8 

'erformance  through  Dec  27,  2007  NA:  Not  available.  Sources:  Forbes;  Upper;  Morningstar. 
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50  Largest  Stock  Funds 


Diversified  U.S.  stock  funds  returned  7.1%  last  year. 
Below:  the  largest  domestic  stock  funds,  by  assets. 


1 


Domestic  Stock  Funds 


PERFORMANCE 
UP  DOWN 


FUND/800  PHONE 

TOTAL  RETURN 
1/31/94  12/31/06 
TO  12/27/07  TO 
ANNUALIZED  12/27/07 

TAX 
EFFICIENCY 

ASSETS 
11/30/07 
($BIL) 

WEIGHTED 
AVERAGE 
P/E 

MARKET 
CAP 
($BIL) 

MAXIMUM 
SALES 
CHARGE 

DRAG 
PER 
$100 

Ampriran  FnnHc  Amran  Fnnrl-A/4?  1  -41  ?0 

11.2% 

7.9% 

2 

S27.6 

21 

$34.7 

5.75% 

$0.68 

Amoriran  FnnrR  Ampriran  Mtitnal-A/4/ 1 -41  ?0 

Ml  1  Id  1 cal 1  IUIIU)  MlllCllcail  DIUIUQI  n/*l£  1  1UU 

10.1 

3.9 

4 

20.3 

17 

47.6 

5.75 

0.58 

American  FnnHc  FnnHampntal  lnY/p^tnr^-A/47  1-4170 

Ml  1  Itrl  leal  1  1  UIIU3  1  Hi luai I  ici  iiai  11 1 vo iwi  ^  m^i.  i  ^nu 

12.5 

14.0 

4 

49.8 

18 

43.4 

5.75 

0.63 

Ampriran  FnnrK  firnwth  Fund  Amprira-A/4?1 -41  ?fi 

M!  1  i  trl  ICCII 1  1  ui  luj  uiuvvui  1  ui  iu  miici  iv.d  m/^z.  i  ~r  i 

13.0 

11.3 

2 

193.9 

21 

46.3 

5.75 

0.67 

Ampriran  Fund*;  Investment  Co  ftf  Amprica-A/4?  1 -41 20 

Ml  1  ICI  11.01 1  I  ui lui  mvcdiiildii  v. \j  \j i  mi i ici  ivn  nni  i  nitu 

11.2 

6.3 

4 

90.7 

17 

78.9 

5.75 

0.57 

American  Funds  Washington  Mutual  lnvs-A/421-4120 

11.3 

4.6 

4 

84.3 

17 

80.7 

5.75 

0.59 

Calamos  Growth-A/823-7386 

18.1 

24.4 

3 

16.3 

28 

18.4 

4.75 

1.28 

Columbia  Acorn  Fund-A/?!  5-661 1 

13.5 

7.8 

3 

20.4 

23 

3.1 

5.75 

1.10 

Davis  New  York  Ven'  ire-A/279-0279 

11.9 

5.0 

2 

49.8 

15 

42.5 

4.75 

0.87 

Dodge  &  Cox  Str  <  k  Fund/621-3979 

14.0 

0.9 

3 

65.7 

17 

54.3 

closed 

0.54 

Fidelity  Blue    <p  Growth/343-3548 

83 

12.6 

3 

17.0 

24 

55.8 

no  load 

0.70 

Fidelity  0  .r.rafund/343-3548 

12.9 

20.1 

2 

80.3 

22 

49.6 

closed 

0.99 

Fidel1    Oividend  Growth/343-3548 

11.7 

1.6 

3 

15.2 

16 

75.7 

no  load 

0.67 

F'  dity  Equity-lncome/343-3548 

10.2 

1.8 

4 

30.5 

15 

54.7 

no  load 

0.71 

Fidelity  Growth  &  Income/343-3548 

8.8 

1.0 

5 

19.8 

14 

45.4 

no  load 

0.74 

Fidelity  Growth  Company/343-3548 

11.7 

20.9 

1 

36.9 

28 

24.7 

closed 

1.04 

Fidelity  Low-Priced  Stock/343-3548 

14.8 

3.3 

4 

35.7 

14 

4.0 

closed 

0.97 

Fidelity  Magellan  Fund/343-3548 

9.1 

19.2 

5 

45.1 

23 

29.6 

closed 

0.60 

Fidelity  Mid-Cap  Stock/343-3548 

♦ 

8.5 

2 

15.2 

19 

7.3 

closed 

0.83 

Fidelity  Spartan  500  lndex-lnv/343-3548 

10.2 

6.0 

3 

17.8 

17 

58.6 

no  load 

0.10 

Fidelity  Spartan  US  Equity  lndex-lnv/343-3548 

10.2 

6.0 

3 

29.6 

17 

58.6 

no  load 

0.09  e 

Fidelity  Value  Fund/343-3548 

12.0 

3.0 

4 

21.0 

19 

9.2 

no  load 

0.74 

Franklin  Mutual-Shares-A/342-5236 

11.8 

3.0 

4 

25.8 

16 

29.7 

5.75 

1.21 

Hartford  Capital  Appreciation-A/800-2000 

♦ 

16.6 

3 

20.9 

17 

37.7 

5.50 

1.39  e 

iShares  Russell  1000  Growth  Index/ETF 

♦ 

12.4 

2 

14.6 

21 

37.0 

no  load 

0.20 

iShares  S&P  500  Index/ETF 

♦ 

6.0 

3 

19.4 

17 

56.0 

no  load 

0.09 

Janus  Fund/525-3713 

8.5 

15.5 

1 

12.5 

21 

48.1 

no  load 

1.01 

Janus  Twenty  Fund/525-3713 

13.0 

37.2 

1 

12.3 

24 

60.2 

closed 

0.91 

Legg  Mason  Value  Trust-P/577-8589 

13.1 

-5.8 

2 

17.3 

21 

38.9 

no  load 

1.72 

Lord  Abbett  Affiliated  Fund-A/874-3733 

11.1 

4.1 

5 

19.7 

17 

56.0 

5.75 

0.87 

PowerShares  QQQt-Series  1/ETF 

♦ 

21.7 

2 

20.6 

32 

42.9 

no  load 

0.23  e 

T  Rowe  Price  Equity  Income/638-5660 

11.3 

3.6 

4 

21.0 

16 

41.9 

no  load 

0.72 

T  Rowe  Price  Growth  Stock/638-5660 

10.7 

10.5 

2 

21.4 

21 

42.6 

no  load 

0.80 

T  Rowe  Price  Mid-Cap  Growth/638-5660 

14.0 

17.8 

3 

16.9 

25 

6.2 

closed 

0.93 

Putnam  Fund  for  Growth  &  lncome-A/225-1581 

8.4 

-5.5 

5 

12.3 

13 

43.5 

5.25 

1.03 

Selected  American  Shares-D/243-1 575 

12.4 

5.2 

2 

12.8 

16 

43.7 

no  load 

0.60 

SPDRTrust-1/ETF 

10.0 

6.0 

3 

76.0 

17 

58.6 

no  load 

0.11  e 

Vanguard  Energy  Fund-lnv/662-7447 

18.0 

36.9 

4 

13.8 

14 

60.2 

no  load 

0.28 

Vanguard  Extended  Mkt  lndex-lnv/662-7447 

10.4 

4.9 

2 

14.0 

20 

2.5 

no  load 

0.26 

Vanguard  500  lndex-lnv/662-7447 

10.3 

6.0 

3 

123.3 

17 

57.5 

no  load 

0.18 

Vanguard  Growth  lndex-lnv/662-7447 

10.3 

13.2 

2 

16.8 

22 

40.0 

no  load 

0.23 

Vanguard  Health  Care-lnv/662-7447 

17  0 

49 

4 

27.3 

22 

32.1 

closed 

0.27 

Vanguard  Mid-Cap  lndex-lnv/662-7447 

♦ 

6.4 

2 

20.8 

19 

7.0 

no  load 

0.23 

Vanguard  Primecap  Fund-lnv/662-7447 

14.1 

12.1 

3 

33.6  • 

22 

37.4 

closed 

0.46 

Vanguard  Small-Cap  lndex-lnv/662-7447 

10.2 

1.9 

2 

14.8 

18 

1.7 

no  load 

0.24 

Vanguard  Total  Stock  Mkt  lndex-lnv/662-7447 

10.2 

60 

3 

105.3 

17 

31.2 

no  load 

0.20 

Vanguard  Value  lndex-lnv/662-7447 

10.4 

0.5 

3 

12.3 

14 

58.4 

no  load 

0.22 

Vanguard  Windsor  Fund-lnv/662-7447 

10.1 

-3.i 

5 

22.7 

16 

42.8 

no  load 

0.44 

Vanguard  Windsor  ll-lnv/662-7447 

11.4 

2.6 

5 

51.6 

15 

48.4 

no  load 

0.40 

VanKampen  Comstock  Fund-A/42 1-5666 

11.9 

-1.2 

4 

18.6 

15 

60.8 

5.75 

0.85 

Performance  through  Dec.  27,  2007.  Tax  efficiency  based  on  past  performance;  ranking  from  1  (best)  to  5  (worst).  •Fund  rated  for  three  periods  only;  maximum  allowable 
grade  A.  *Fund  not  in  operation  for  full  period,  e:  Estimate.  NA:  Not  available  or  not  applicable.  Sources:  Forbes;  Upper;  Morningstar. 
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For  more  rated  funds  go  to  www.forbes.com/fundsurvey/. 


Become  a  Member  of  the 

Forbes 

CEO network 

Join  an  exclusive  group  of  senior  executives  from  around  the  globe  who  have 
restricted  access  to  unique  content,  discussion  boards,  chats  and  polls. 


Sponsored  by: 

E-mail  ceoinvite@forbes.net  to  request  an  invitation  or 

visit  www.forbes.com/ceonetwork  for  more  information.     m  ]%r>s 

The  Forbes.com  CEO  Network  is  open  only  to  senior  corporate  executives.  Please  e-mail  ceoinvite@forbes.net  to  request  an  invitation. 
To  become  a  member,  you  will  be  required  to  provide  proof  of 'your  status  as  a  senior  corporate  executive. 


SPECIAL  ADVERTISING  SECTION 

CORPORATE 

MEETING 


PLANNING  GUIDE 


Engaging  Attendees  With  International  Destinations 

By  Susan  Burnell 


As  cr  ipanies  plan  meetings,  conferences  and  events  for 
2  J8  and  beyond,  they  are  seeking  locations  that  provide 
engaging  experiences  for  attendees.  They  are  also  looking 
for  r  ^portunities  to  make  connections  in  the  worlds  thriving  inter- 
•  uional  business  capitals. 

"The  pace  of  globalization  is  driving  the  meeting  and  event  business 
to  new  levels  of  success  and  innovation,"  says  Bruce  MacMillan,  presi- 
dent and  chief  executive  officer  of  Meeting  Professionals  International 
(MPI).  The  organization,  which  has  nearly  23,000  members  world- 
wide, recently  opened  an  office  in  Singapore  and  has  built  new 
partnerships  in  the  Gulf  Region,  South  Korea  and  South  Africa. 

Companies  considering  meetings  outside  the  U.S.  can  benefit  from 
the  expertise  of  experienced  meeting  professionals  and  the  official 
tourism  organizations  for  the  countries  in  which  they  plan  to  meet. 

Longtime  MPI  member  Lynne  K.  Tiras,  Certified  Meeting 
Professional  (CMP),  is  president  of  International  Meeting 
Managers,  Inc.  "When  we  organized  a  meeting  in  Japan,  the 
Japanese  Travel  Bureau  was  fabulous,"  she  says.  "It's  important  to 
work  with  an  official  travel  bureau  or  hire  a  professional  conference 
organizer  (PCO).  If  it's  the  first  time  meeting  abroad  for  a  company 


or  organization,  we  often  advise  choosing  an  English-speakin 
country.  Organizers  may  also  prefer  a  hotel  brand  that  has 
presence  in  the  U.S." 

The  Hong  Kong  Tourism  Board  — 
Impartial  Advice,  Practical  Guidance 

Corporate  events  in  Hong  Kong  are  up  16%  over  last  year,  and  th 
growth  of  Hong  Kong  as  a  prime  meeting  destination  is  expected  t 
continue,  reports  Bill  Silvermintz,  regional  director,  the  America 
for  the  Hong  Kong  Tourism  Board  (HKTB).  "Companies  apprecial 
the  'user-friendly'  environment.  Street  signs  are  in  English,  and  th 
transportation  infrastructure  is  superb,  so  navigating  the  city  is 
comfortable  experience." 

HKTB  offers  impartial  advice  and  practical  guidance  for  group 
looking  to  hold  successful  meetings  and  events  in  Hong  Kong.  "W 
recently  had  a  group  looking  at  Hong  Kong  as  a  potential  site  for  a 
incentive  program,"  says  HKTB's  James  LaValle,  manager  c 
conventions,  exhibitions  and  corporate  events.  "They  had  alread 
visited  another  Asian  city  and  were  wined  and  dined  at  high-end  ver 
ues  and  modern  restaurants.  Yet  when  they  came  to  Hong  Kong,  v> 


)k  the  decision  makers  to  the  types  of 
taurants  and  venues  that  would  be  within 
:ir  attendees'  means,  focusing  on  the 
al  flavor,  history  and  culture.  Hong  Kong 
n  the  incentive  program  business 
:ause  of  the  authenticity  of  the  experi- 
:e  the  city  provides." 

Visitors  from  more  than  170  countries 
1  travel  freely  to  Hong  Kong  without 


ADVERTISEMENT 

visas,  unless  the  trip  includes  Chinese 
destinations.  With  the  Hong  Kong  dollar 
tied  to  the  U.S.  dollar,  a  meeting  can  cost 
considerably  less  compared  to  a  European 
destination  that  has  less  favorable  foreign 
currency  conversion  rates. 

The  typical  lead  time  for  planning  a  meet- 
ing in  Hong  Kong  is  somewhat  longer  than  it 
is  for  domestic  meetings,  but  it's  not  unusual 
for  a  meeting  to  come  together  in  as  few  as 
three  months,  says  Silvermintz.  "While  a 
shorter  cycle  takes  a  little  extra  motivation  of 
the  company's  own  team,  we  are  set  up  to 
react  very  quickly  to  such  requests,"  he  says. 

The  HKTB  helps  organizations  plan 
meetings  and  events,  and,  as  a  quasi- 
governmental  body,  it  works  very  closely 
with  other  governmental  bodies  and  trade 
and  economic  development  offices.  "We 
can  provide  entry  into  the  Hong  Kong 
business  community,  including  the  Hong 
Kong  American  Chamber  of  Commerce," 
says  Silvermintz.  "We  can  also  help  execu- 
tives connect  with  business  opportunities 
in  China.  With  Hong  Kong  hosting  the 
equestrian  events  for  the  Beijing  2008 
Olympic  Games  in  August,  we  expect  those 
opportunities  to  expand." 


Hong  Kong  is  an  ideal  destination  for 
meetings  that  satisfy  attendees  and  provide 
access  to  unique  business  resources.  "Some 
people  thought  that  after  1997  it  would  be 
more  difficult  to  conduct  business  in  Hong 
Kong,"  says  Silvermintz.  "Yet  in  the 
most  recent  Economic  Freedom  of  the 
World  annual  report  —  which  measures  the 
degree  to  which  the  policies  and  institu- 
tions of  countries  support  economic 
freedom  —  Hong  Kong  was  ranked  number 
one.  That  says  volumes  about  the  atmos- 
phere businesses  will  have  for  meetings  and 
events  in  Hong  Kong."  ■ 

The  Hong  Kong  Tourism  Board  and  its 
industry  partners  will  be  holding  special 
events  in  New  York,  Chicago,  San  Francisco 
and  Los  Angeles  in  February  2008.  The  events 
will  showcase  the  many  reasons  for  choosing 
Hong  Kong  as  a  corporate  meeting  or  incen- 
tive program  destination.  The  HKTB  will  also 
offer  information  on  how  to  leverage  a 
program  in  Hong  Kong  in  order  to  build  new 
business  relationships  in  the  region.  Visit 
www.discoverhongkong.com/meetin2008  to 
learn  more  about  special  incentives  and  offers 
available  in  2008. 


HONGKONG 
VE  IT.  LOVE  IT! 


Meet  the  world  of  opportunities  and  enjoyment  in  Hong  Kong 

Hong  Kong,  Asia's  world  city,  makes  an  ideal  location  for  corporate  meetings  and 
incentives.  In  addition  to  its  modern,  Western  business  environment,  you'll  find  standard- 
setting  meeting  facilities,  not  to  mention  five-star  accommodations,  hospitality,  dining 
and  shopping.  As  the  gateway  to  Asia's  fast-growing  economies,  Hong  Kong  also  offers 
unparalleled  access  to  China  and  its  vast  business  opportunities,  in  a  setting  where  our 
unique,  living  culture  can  inspire  your  team  to  reach  new  heights.  Learn  more  about  our 
special  offers  for  corporate  events  at  www.discoverhongkong.com/Meetln2008 


HONG 
KONG 
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STEWARDSHIP 


Capitalist-iconoclast  Orri  Vigfusson,  the  world's  most  successful  salmon  savior, 
takes  us  fishing  in  Iceland  |  By  Richard  C.  Morais 


AN  ATLANTIC  SALMON  CAME 
up  from  the  depths  of  the 
river  to  splash  the  Sunray 
Shadow,  an  ugly  3-inch  fly, 
but  the  fish  would  not  take 
the  hook.  So  the  fisherman  gave  up  until 
his  guide— a  spiky-haired  Icelander  with 
impish  energy— heard  the  story  and  took 
the  angler  back  to  the  same  spot  on  the 
Laxa  i  Adaldal,  a  famed  salmon  river  in 
the  north  of  Iceland. 

By  9:30  p.m.,  as  a  pink  sun  hovered  on 
Iceland's  tundra-and-lava  horizon,  the  fish 
was  a  silver  bar  of  fury  jumping  four  times 
in  the  air  before  finally  being  beached. 


They  released  the  grilse — 7  pounds  and 
just  in  from  the  sea — back  into  the  river. 
"That's  what  it's  all  about,"  the  guide  cack- 
led, pumping  the  American's  hand.  "That, 
my  friend,  is  what  it  is  all  about." 

The  exuberant  fellow  was  Orri  Vigfus- 
son,  a  65-year-old  Icelandic  businessman, 
conservationist  and,  maybe,  the  world's 
most  revered  angler.  He  helped  save  the 
North  Atlantic  salmon  from  extinction  by 
harnessing  capitalisms  common  sense. 

Twenty-five  years  ago  commercial  fish- 
ermen discovered  the  North  Atlantic 
salmon's  prime  feeding  grounds,  in  waters 
off  the  Faroe  Islands  and  Greenland,  and 


began  a  mass  killing.  With  so  many  salmon 
unable  to  return  to  rivers  to  breed,  half  the 
global  salmon  stock  was  wiped  out  in  a  few 
years.  Rod  catches  in  Iceland  were  53,000 
in  1978;  six  years  later  they  were  24,000. 

"I  thought,  'My  God,  if  the  [commer- 
cial fishermen]  continue  this  way,  the 
salmon  will  disappear  in  my  lifetime,'" 
recalls  Vigfusson.  He  had  the  motive  and 
the  opportunity  to  do  something  about 
the  problem.  He  was  the  chairman  of  an 
Icelandic  angling  club  but  also  owner  of 
the  premium  vodka  brand  Icy  and  a  board 
member  and  significant  shareholder  of 
Iceland's  biggest  financial  institution, 
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and  their  cumbersome  treaties.  In  1989  he 
founded  the  North  Atlantic  Salmon  Fund, 
with  the  help  of  supporters  including  Paul 
Volcker,  the  former  Fed  chairman,  and  the 
late  Perry  R.  Bass,  patriarch  of  the  Texas 
oil-and-investing  family.  Volcker  wrote  an 
essay  for  the  NASF's  recently  published 
book  A  Celebration  of  Salmon  Rivers. 

Vigfusson  used  the  funds  $35  million 
to  buy  out  commercial  fishermen  from 
Greenland  to  Norway.  Along  with  pay- 
ments the  fund  often  finds  new,  more 
environmentally  benign  work  for  the 
displaced:  For  example,  Vigfusson  helped 
Greenland's  fishermen  become  the  worlds 
largest  exporters  of  lumpfish  roe,  a  poor 
mans  caviar. 

"Orri  spoke  directly  to  the  fishermen, 
not  the  governments.  That's  why 
the  fishermen  trust  him,"  explains  Arthur 
Bogason,  chairman  of  Iceland's  National 
Association  of  Small  Boat  Owners. 

Vigfusson  figures  that  his  fund  has 
reduced  the  open-sea  netting  of 
salmon  by  85%,  or  5  million  fish, 
over  the  past  15  years.  In  2005 
Icelandic  rod  catches  rebounded 
\    to  55,000,  surpassing  the  best 
\    catches  of  40  years  ago. 
\        Thirty  years  ago  the  Sela, 
T    on  the  east  coast  of  Iceland, 


he  demise  of  the 
lerring  industry 
n  Siglufjordur, 
celand  (right) 
aught  Vigfusson 
left)  the  danger 
>f  overfishing. 


slandsbanki  (now  Glitnir).  He  also  knew 
rom  personal  experience  the  economic 
lownside  to  overfishing. 

Vigfusson  was  born  in  Siglufjordur,  a 
lerring  station  on  the  northwest  coast  of 
celand  that  was  once  so  bustling  it  was 
:alled  the  Atlantic  Klondike.  For  40  years 
lundreds  of  boats  laden  with  barrels  of 
lerring  jammed  the  piers.  Now  Siglufjor- 
iur's  only  vestige  of  that  business  is  its 
celandic  Herring  Era  Museum. 

Vigfusson  decided  salmon  were  too 
mportant  to  leave  to  politicians,  biologists 


produced  500  salmon  in  an  80-day  sea- 
son. In  the  1970s,  however,  a  syndicate  of 
a  dozen  sport  fishermen  led  by  Vigfusson 
paid  $200,000  to  buy  out  a  family  of  com- 
mercial netsmen  on  the  estuary.  The 
anglers  stocked  the  river  and  had  a  ladder 
built  around  a  waterfall  to  increase  the 
size  of  the  salmons  spawning  grounds.  In 
1990  they  instituted  a  catch-and-release 
program.  Seven  rods  now  catch  2,500  fish 
a  season,  and  the  syndicate  allows  fisher- 
men to  kill  two  fish  a  day. 

Sport  fishing  does  a  lot  more  for  the 


Icelandic  economy  than  would  a  canning 
factory.  Fishing  on  the  best  20  salmon 
rivers  in  Iceland  costs  between  $1,500  and 
$3,500  a  day.  (That  includes  room  and 
board  but  not  the  guide — $500  extra).  For 
details  see  www.angling.is. 

Vigfusson  has  many  critics — the  EUs 
bureaucrats,  for  example,  are  appalled  he 
ignores  their  fiefdoms.  But  conservation- 
ists are  coming  to  admire  his  direct 
approach.  He  was  a  joint  winner  of  San 
Francisco's  Goldman  Environmental  Prize 
in  2007  for  "preventing  the  seemingly 
inevitable  decimation  of  wild  North 
Atlantic  salmon."  Continued  the  prize's 
judges:  "Vigfusson  represents  a  new  breed 
of  environmental  leader  who  utilizes  busi- 
ness skills  and  negotiating  to  effectively 
protect  precious  natural  resources."  F 


PRIVATIZE  U.S.  RIVERS? 

At  the  same  time  Iceland  is  enjoying  its 
biggest  salmon  catches  in  40  years,  the  U.S. 
Atlantic  salmon  population,  which  once  ran 
from  the  Housatonic  in  Connecticut  to 
Maine's  Canadian  border,  has  collapsed. 
Maine's  salmon  were  declared  an  endan- 
gered species  in  2000. 

Chalk  it  up  to  a  difference  in  property 
rights.  In  Iceland  the  right  to  fish  belongs  to 
landlords  whose  properties  include  the 
rivers'  banks.  These  owners  maximize  their 
catch  of  dollars  by  pooling  their  rights  into 
syndicates  that  sell  a  limited  number  of  per- 
mits for  stiff  fees.  Typically  only  five  to  ten 
anglers  at  a  time  would  be  permitted  to  fish 
20  miles  of  river. 

Owners  of  river  access  in  Iceland  do 
more  than  restrict  output  and  fix  prices; 
they  invest  in  the  asset.  They  buy  out 
commercial  netsmen,  build  and  run 
hatcheries,  build  salmon  ladders,  remove 
boulders  from  pools  and  spawning 
grounds,  and  patrol  for  poachers. 

That  can't  happen  here — at  least  not 
under  present  law.  Repeated  Supreme  Court 
decisions  have  affirmed  the  public  has  a 
right  to  fish  the  nation's  rivers,  whose 
surface  waters  are  held  "in  trust"  by  the 
states  for  the  people.  States  can  charge 
for  permits,  but  politics  keep  fees  low. 
"Governments  shouldn't  be  in  the  business 
of  managing  or  marketing  a  river,"  says 
Orri  Vigfusson.  "They  might  as  well  be  open- 
ing up  a  Chinese  restaurant.  They  should 
leave  fishing  to  the  private  sector."  —R.C.M. 
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Scorecard 


The  stock  market  was  rocky  in  2007,  with  the  S&P  500  up  3.5%  in 
price  terms  after  some  time  in  negative  territory.  Our  picks,  with 
their  value  orientation,  had  an  even  rockier  time.  The  50  long 
recommendations  fell  a  collective  10.6%,  after  our  usual  1%  sub- 
traction for  trading  fees.  Simultaneous  investments  in  the  S&P 
500  (with  no  trading  cost)  would  have  left  you  just  0.4%  poorer. 
That  breaks  a  winning  streak;  before,  we  had  beaten  the  broad 
market  index  eight  years  in  a  row. 

Our  short-sale  recommendations  fared  only  a  little  less  badly. 
We  were  convinced  that  Sunpower  was  overpriced,  but  it  rose 
149%  amid  green  mania.  Our  best  bearish  call  was  Smith  &  Wes- 
son, which  fell  70%,  in  part  because  a  warm  autumn  hunting 
season  caused  rifle  sales  to  fall  short  of  expectations.  Shorting  all 
of  our  Breakers  would  have  left  you  1.3%  poorer;  shorting  the 
market  index  on  the  same  days  would  have  left  you  0.4%  ahead. 

For  Makers,  our  champ  was  online  travel  booker 
Priceline.com,  with  an  89%  gain.  Bookings  for  the  name-your- 
own- price  service  stayed  strong,  especially  in  overseas  travel.  In 
June  we  recommended  IndyMac  Bancorp,  and  it  became  our 
biggest  loser  for  the  longs,  off  83%.  And  it  has  only  a  few 
subprime  loans.  The  three  best  longs  and  three  best  shorts  are  in 
the  chart  at  the  right.  — John  Ray 


Priceline.com 
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$60.88 

YEAR-END  PRICE 

$114.86 


Grant  Prideco 
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$37.67 

YEAR-END  PRICE 

$55.51 


Chipotle  Mexican  Grill 
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Drug  Dependent 

The  granddaddy  of  biotech  firms, 
Genentech  (67,  DNA),  has  learned  in  its 
three  decades  how  powerful  are  the 
whims  of  the  FDA  gods.  Advisers  to  the 
Food  &  Drug  Adminis- 
tration recommended 
in  December  that  the 
agency  not  approve 
Genentech's  colon  can- 
cer drug,  Avastin,  as  a 
treatment  for  breast  cancer.  The  stock 
promptly  fell  10%. 

There's  a  decent  chance  that  the  FDA 
eventually  will  okay  Avastin  for  breast 
cancer.  The  bears  turn  this  prospect 
against  the  company,  with  the  argument 
that  Genentech  is  too  dependent  on 
Avastin  and  that  sales  increases  are 
meager  for  its  other  drugs.  But  Genentech 
has  a  knack  for  growth,  notes  Lazard 
Capital  Markets  analyst  Joei  '-^endek.  For 
last  year's  first  three  quarters  earnings 


were  $2.1  billion,  up  40%,  on  $8.7  billion 
in  sales.  At  26  times  trailing  earnings, 
Genentech  stock  is  on  par  with  other 
biotech  outfits. 

The  company  continues  to  pour 
money  into  research  and  development,  a 
respectable  20%  of  revenues.  Genentech 
now  is  focusing  on  autoimmune  system 
maladies,  such  as  multiple  sclerosis  and 
rheumatoid  arthritis.  And  it  is  clever  at 
finding  multiple  uses  for  existing  drugs, 
such  as  Avastin.  — Larry  Light 

China's  Google 

The  two  magic  words  in  the  stock  market 
have  been  China  and  Internet.  Last  year  the 
Shanghai  exchange  was  up  94%.  But  that's 
nothing  compared  with  the  performance  of 
search  engine  Baidu.com  (375,  BIDU),  known 
as  the  Chinese  Google.  Baidu's  name  was 
inspired  by  a  poem  about  searching  for 
beauty  amidst  chaos. 

This  certainly  has  been  a  gorgeous 
play  for  investors.  Buoyed  by  the  bur- 


geoning ranks  of  Chinese  Web  surfers, 
the  stock  tripled  during  the  past  12 
months.  Small  wonder:  Over  2007's  first 
nine  months  sales  and  earnings  doubled. 

Nevertheless,  Credit 
Suisse  analyst  Wallace 
Cheung  believes  the 
search  engine  is  way 
overvalued  and  that  its 
fourth-quarter  earnings 
will  slow  dramatically. 
One  reason  for  the 
pessimism  is  the  Chi- 
nese government's  latest 
crackdown  on  Web  sites  in  the  fall,  mean- 
ing there  could  be  less  traffic.  Beijing 
authorities  shuttered  18,000  sites. 

Baidu's  price/earnings  multiple  is  a 
celestial  180,  far  higher  than  those  of  its 
U.S.  counterparts — Google's  is  53  and 
Yahoo's  47.  Though  Baidu  may  continue 
to  grow,  it  can't  support  the  current  stock 
price.  So  short  it. 

—Zack  O'Malley  Greenburg 
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If  you  were  my  sister and  a  breast  cancer  survivor \ 
Td  want  you  to  do  everything  you  can  to  keep 
it from  coming  back.  Td  tell  you  there  are 
good  reasons  to  be  optimistic. " 


■  Felicity  Huffmdll,  Entertainment  Industry  Foundation  Ambassador 


There  are  more  than  2  million  women  in  the  US  who  are 
breast  cancer  survivors,  and  many  of  us  have  family 
and  friends  who  are  touched  by  this  disease. 

As  you  know,  there  is  a  chance  that  breast  cancer 
can  return.  There  are  treatment  choices  after  surgery 
that  can  significantly  reduce  the  risk  of  recurrence. 
Talk  to  your  doctor  about  your  options  and 
find  out  which  is  right  for  you. 


If  you  are  already  on  a  treatment,  stay  on  it 
just  as  your  doctor  says. 


Together,  we  are  all  sisters  in  this  fight 

Get  the  facts  about  breast 
cancer  and  reducing  your 
risk  of  recurrence. 

Please  visit  getbcfacts.com/EIF 
or  call  1-877-OUR-SISTERS 


Dedicated  to  the  fight  against 
breast  cancer  for  over  30  years 

Women's  Cancer  Programs 

Entertainment  Industry  Foundation  Initiatives 


Portfolio  Strategy  j  Ken  Fisher 


WE'RE  TOO 
GLOOMY 


LET  ME  MAKE  YOU  A  SOLEMN  PROMISE  FOR  2008.  THIS 
year,  and  for  the  rest  of  your  life,  the  U.S.  market  and 
economy  won't  head  markedly  one  way  while  the  foreign 
world  collectively  goes  the  other.  We're  too  intertwined 
globally.  Since  the  foreign  economy  is  twice  America's 
size,  and  is  strong,  America  should  do  well  in  2008— better,  at 
any  rate,  than  people  expect. 

Yes,  we've  heard  all  the  problems.  Over  and  over  again. 
They're  well  broadcast.  And  that  led  to  a  weak  stock  market  in 
2007.  In  my  Jan.  29,  2007  column  I  predicted  that  the  market  (as 
measured  by  the  Morgan  Stanley  World  Index)  would  be  up  10% 
to  40%  for  the  year  and  that  "the  S&P  500  will  be  up,  but  by  a 
lesser  amount."  The  world  was  up  a  shy  9%.  My  FORBES  stock 
picks,  which  were  chosen  expecting  a  more  vibrant  market,  did 
not  do  well. 

Since  1995  FORBES  has  asked  its  columnists  to  compare  the 
performance  of  their  picks  with  the  market.  This  was  my  third 
worst  of  those  12  years.  If  you  had  bought  all  60  of  my  2007 
recommendations  you  would  be  up  0.9%  right  now,  assuming 
you  lost  1%  to  transaction  costs.  Similarly  timed  investments  in 
the  S&P  (without  a  transaction  penalty)  would  be  down  a 
collective  0.5%. 

Most  of  the  lackluster  performance  of  my  picks  came  from  a 
very  wrong  decision  in  February  to  jump  into  housing  stocks. 
Beazer  Homes,  my  worst  choice,  was  down  79%.  Best  choice: 
Agrium,  up  100%,  as  agricultural  stocks  did  well. 

I  think  we  need  a  whole  new  type  of  stock  for  2008.  Hence, 
I'm  not  urging  readers  to  hold  on  to  my  2007  picks,  be  it  Beazer, 
Agrium  or  any  of  the  others. 

I'm  still  bullish.  Why?  The  larger  non-U.S.  economy  is  doing 
great.  America  isn't  doing  badly.  In  each  quarter  we  get  a  gross 
domestic  product  stronger  than  expected,  followed  by  new 
expectations  of  terrible  results  for  the  next 
quarter. 

This  is  basically  bullish.  We  aren't  likely 
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to  get  much  gloomier.  Eventually  we'll  come  around.  So  2008  is 
more  likely  to  be  a  robust  market  than  a  bust  one.  Stocks  are 
cheap,  particularly  compared  with  long-term  interest  rates 
globally,  as  I've  said  for  years. 

We've  had  only  three  negative  fourth  years  of  a  President's 
term  in  the  S&P  500's  history:  in  1932  as  the  Great  Depression 
bottomed,  in  1940  as  World  War  II  began  heating  up  in  Europe 
and  in  2000  as  the  tech  sector  disintegrated  and  we  had  the  first 
constitutionally  challenged  presidential  election  in  a  century. 
Indeed,  the  2000  market  was  positive  until  shortly  before  the 
election  and  was  positive  for  the  year  if  you  exclude  the  technol- 
ogy sector.  Nothing  so  severe  is  likely  in  2008. 

Fear  a  Democrat  this  year?  We've  elected  them  many  times  be- 
fore. And  stocks  were  almost  always  positive  then.  I'm  betting  so 
for  2008,  although  foreign  stocks  could  beat  domestic  ones.  My  ad- 
vice is  to  stay  fully  invested  on  a  global  basis,  with  stocks  like  these: 
Australia  &  New  Zealand  Banking  (120,  anzby)  should 
continue  to  do  well  as  a  reflection  of  its  territory's  strong 
natural  resource  economy.  This  well-run  bank  is  cheap  at  ten 

times  2008  earnings  with  a  5% 
dividend  yield. 

Germany's  Fresenius  Med- 
ical Care  (54,  FMS)  is  the  world's 
leader  in  all  parts  of  kidney 
dialysis,  including  treatment, 
equipment  and  disposables. 
Operating  2,200  clinics  in  27 
countries,  Fresenius  serves 
12%  of  the  world's  dialysis 
market.  Growing  moderately 
but  steadily,  it  is  too  cheap  at 
20  times  likely  2008  earnings 
and  1.8  times  annual  revenue. 

If  you  didn't  buy  Brazil's  Votorantim  Pulp  &  Paper  when  I 
recommended  it  in  my  Oct.  15  column,  you  might  now  buy 
Aracruz  Celulose  (74,  ARA).  These  are  the  two  leading  sources  of 
eucalyptus  pulp  for  papermaking,  accounting  for  more  than  half 
the  world's  supply.  Eucalyptus  is  cheap  and  fast  growing. 
Aracruz  grows  too  fast  and  profitably  to  keep  selling  at  14  times 
2008  earnings. 

Switzerland's  Alcon  (141,  ACL)  leads  the  world  in  eye  care — 
including  drugs,  diagnostic  systems  and  over-the-counter  prod- 
ucts. Its  growth  is  steady  and  will  continue  as  baby  boomers  age. 
The  company  perceives  its  shares  as  too  cheap  at  23  times  2008 
earnings,  which  is  why  it  is  buying  back  $1  billion  of  them. 

Giant  insurer  AIG  (57,  AIG)  is  lower  than  it  was  one,  three,  five 
or  even  eight  years  ago — back  when  it  sold  for  40  times  earnings. 
Now  it  is  just  8  times  earnings  and  1.2  times  annual  revenue.  But 
with  an  exceptionally  strong  presence  in  insurance  and  broader 
finance  and  slow  but  steady  growth,  it  will  enjoy  a  good  run  in 
the  stock  market  in  2008.  F 

Money  manager  Ken  Fisher's  latest  book  is  The  Only  Three  Questions  That  Count 
(John  Wiley,  2007).  Visit  his  home  page  at  www.forbes.com/fisher. 


The  U.S.  is  too 
linked  to  the 
vibrant  global 
economy  for 
it  to  suffer  in 
2008.  So  stay 
bullish. 
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4  PLAYOFF  EVENTS 
ONE  CHAMPION. 


007  was  a  great  beginning  to  a  new  era  in  golf.  In  2008,  the  excitement  continues  and  every  week 
latters  as  the  best  players  in  the  world  compete  all  season  long  to  see  who  will  be  crowned  the 
edExCup  champion.  Get  the  official  2008  schedule  at  PGATOUR.COM.  :  . 


FedExCup 


A  NEW  ERA  in.  GOLF. 


The  Patient  Investor  i  John  W.  Rogers  Jr. 


THAT 
SEVENTIES  SHOW 


People  keep  buying  the  company's  Schick  razors  and  Energizer 
batteries  whether  the  economy  is  in  great  or  awful  shape.  Ener- 
gizer doesn't  just  keep  on  going  repetitively  (like  its  trademark 
rabbit)  but  continually  strives  to  improve.  In  2007  it  successfully 
raised  the  prices  of  its  batteries,  capitalized  on  the  growth  of 
high-performance  batteries  and  bought  Playtex,  the  health  items 
company  (tampons,  sunscreen,  moist  wipes),  which  will  benefit 
from  its  parent's  distribution  strength.  Energizer  trades  at  a  10% 
discount  to  my  $125  estimate  of  its  intrinsic  worth. 

My  worst  performer  was  Journal  Register  (2,  JRC),  which  lost 
76%  last  year,  following  a  51%  loss  for  2006.  The  newspaper  com- 
pany has  not  been  as  insulated  from  economic  troubles  as  I 
hoped.  It  is  concentrated  in  Michigan,  where  automakers'  woes 
are  rippling  through  the  economy.  Also,  newspapers  in  general 
are  suffering  from  contracting  circulations  and 
the  flight  of  classified  ads  to  the  Internet.  But 
Journal  Register  is  picking  up  eyeballs  and 
ad  revenues  on  the  Web.  I'm  encouraged  that 
new  Chief  Executive  James  Hall  and  a  bevy  of 
other  new,  talented  people  are 
pumped  to  turn  the  business 
around.  The  stock  is  oversold.  I 
believe  it  is  worth  $6.65;  so 
there's  a  74%  discount  at  its 
current  perch. 

In  the  medical  field  Bio- 
Rad  Laboratories  (99,  bio), 
which  gained  39%  since  I  men- 
tioned it  in  June,  joins  Baxter 
International  (59,  BAX),  up 
25%,  on  the  winner's  list. 
Bio-Rad  helps  other  health 
care  firms  test  and  purify  their 
drugs.  Baxter  has  a  widely 
diversified  portfolio  of  health  care  products  (intravenous  sup- 
plies, plasma  proteins).  Both  companies  are  slow,  steady  growers 
with  nice  recession-proof  characteristics.  Bio-Rad  trades  at  an 
1 1%  discount  to  my  estimate  of  its  intrinsic  worth.  Baxter  is  at  a 
14%  discount. 

As  a  contrarian,  sometimes  I  am  wrong  and  other  times  I  am 
early.  I  believe  it  is  the  latter  case  with  USG  (36,  USG),  the  manufac- 
turer of  gypsum  wallboard  and  other  building  materials.  It's  off 
29%  since  I  wrote  about  it,  in  response  to  the  housing  downturn. 
I  think  investors  have  overreacted.  People  still  need  its  products 
to  build  and  renovate  homes  and  offices.  USG  shares  trade  at  a 
37%  discount  to  my  estimate  of  its  intrinsic  value. 

I  tend  to  be  patient  with  winners  as  well  as  losers.  Of  the  18 
recommendations  I  made  last  year  (including  holdovers),  I  con- 
tinue to  hold  17  of  them.  I  sold  Mattel  when  I  became  convinced 
that  the  toy  industry's  growth  prospects  were  not  as  bright  as  I 
once  believed.  F 

formers  were  repeats  from 

2006  Last  year  Energizer  f&^ff^^i  John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management, 

(112,  ENR)  gained  58%. 


jHfl  N  LAST  YEAR'S  JANUARY  COLUMN  I  PREDICTED  THE  MAR- 
■  ket  would  correct  in  2007.  It  did  and  it  didn't.  For  the  year 

I  the  S&P  500  was  up  3.5%.  But  in  November  both  the  Dow 

I  Jones  industrial  average  and  the  S&P  500  fell  10%  from  their 
Hi  early  October  highs.  The  pain  isn't  over. 

A  10%  drop  is  not  steep.  This  one  came  after  a  five-year  run 
that  pushed  the  S&P  500  up  105%.  Smaller  stocks  like  the  ones  I 
follow  did  even  better:  The  Russell  2000  Value  Index  rose  135%. 
Extended  bull  runs  and  brief  selloffs  have  lulled  investors  into  a 
false  sense  of  security. 

It  pays  to  have  some  historical  perspective.  On  Feb.  9,  1966 
the  Dow  peaked  at  995,  yet  the  index  didn't  reach  1000  until  six 
and  a  half  years  later,  on  Nov.  14,  1972.  And  crossing  that  mile- 
stone didn't  portend  good  times.  Two  years  later  the  Dow  closed 
at  577.  It  did  not  cross  1000  for  good  until  1982. 

If  you're  young,  the  1970s  seem  like  ancient  history.  Before 
the  heavy  volatility  erupted  last  summer,  the  sophisticates  said 
that  derivatives,  collateralized  debt  obligations  and  other  new 
securities  had  soothed  the  market  permanently.  Not  quite.  These 
Wall  Street  darlings  went  on  to  be  the  cause  of  the  trauma. 

I'm  no  chronic  pessimist,  but  I  do  think  that  we  may  be  see- 
ing a  return  of  the  slow,  agonizing  periods  we  saw  in  the  1970s. 
That's  one  reason  I  always  seek  out  high-quality  companies 
whose  sturdy  finances,  steady  cash  flows  and  strong  brands 
enable  them  to  hold  up  well. 

I  called  for  a  similar  defensive  stance  last  year,  which  turned 
out  to  be  right,  since  the  highest-quality  names  have  done  best. 
My  picks  of  2007,  which  were  for  the  most  part  the  stocks  of 
smaller  companies,  were  up  0.9%  (after  subtracting  a  hypotheti- 
cal 1%  trading  cost)  versus  a  0.1%  loss  for  shadow  investments 
made  on  the  same  dates  in  the  S&P  500  (with  no  fees). 

Of  my  column's  suggestions  for  2007,  the  best  and  worst  per- 


To  some,  the 
1970s  might 
seem  like 
ancient  history. 
But  bear 
markets  are  not 
a  thing  of  the 
past.  Get  ready. 


LLC,  the  adviser  to  the  Ariel  Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 
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Absolute  Return  Lisa  W.  Hess 


TALE  OF  TWO 
MARKETS 


CHARLES  DICKENS  BEGAN  HIS  MASTERPIECE  ABOUT 
the  French  Revolution:  "It  was  the  best  of  times,  it 
was  the  worst  of  times,  it  was  the  age  of  wisdom,  it 
was  the  age  of  foolishness."  Such  a  dichotomy  would 
be  a  good  way  to  describe  last  years  markets.  Things 
went  wonderfully  if  you  owned  stocks  or  bonds  in  emerging 
markets,  badly  if  you  owned  U.S.  financial  stocks  or  anything 
related  to  housing. 

The  Jakarta  index  was  up  52%  in  2007  while  the  KBW  Bank  Index, 
a  cap-weighted  basket  of  U.S.  domestic  banks,  fell  24%.  Indian  and 
Chinese  shares  continued  their  upward  streaks  (47%  and  97%).  If 
you  bought  shares  in  a  domestic  brokerage  firm  you  were  toast. 

Shares  of  U.S.  companies  doing  business  abroad  did  well. 
Researchers  at  the  International  Strategy  &  Investment  Group 
found  that  U.S.  stocks  with  the  highest  foreign  exposure  (as 
measured  by  sales)  advanced  an  average  16%  in  2007;  those  with 
the  lowest  went  down  2%.  Analyst  sentiment  has  picked  up  that 
pattern  and  now  is  extremely  bullish  for  foreign-heavy  S&P 
stocks  and  very  bearish  for  the  U.S.-centric  ones. 

The  big  question  for  2008  is  whether  that  pattern  will  reverse. 
Right  now  its  hard  to  see  any  upsurge  for  stocks  connected  to  the 
U.S.  economy.  Credit  is  hard  to  come  by,  and  the  ripple  effects  of 
the  housing  downturn  haven't  yet  been  fully  felt.  The  pessimism 
is  so  rampant  that  a  big  worry  is  what  Wall  Street  calls  "re- 
coupling."  That's  shorthand  for:  "Will  the  sluggish  U.S.  economy 
drag  down  emerging  markets?"  I  don't  think  that  will  happen 
because  the  growth  momentum  in  nations  like  China  is  too 
strong. 

Contrarians  argue  that  this  is  a  great  time  to  buy  U.S.  finan- 
cial stocks.  Nope.  Too  early.  The  financial  sector  is  facing  balance 
sheet  weaknesses,  illustrated  by  Morgan  Stanley's  $9.4  billion 
writedown,  and  dwindling  income  streams.  Fees  from  leveraged 
lending?  Poof.  Trading  profits  from  structured  products?  Gone. 
Mortgage  origination?  You  must  be  kidding.  There  will  be  a  ter- 
rific opportunity  here  sometime  in  2008,  but  much  later. 


As  a  result  I  look  for  investments  in  companies  that  can 
weather  a  U.S.  economic  slowdown,  have  good  global  exposure 
in  their  sales  and  sport  robust  balance  sheets.  Some  such  stocks 
have  seen  their  prices  fall  because  speculators,  particularly  those 
guided  by  quantitative  research,  dubbed  them  buyout  bait.  When 
the  credit  markets  froze,  and  the  debt  for  leveraged  buyouts 
suddenly  became  scarce,  those  stocks  suffered. 

Enpro  Industries  (30,  NPO)  is  one  of  them.  The  company  makes 
sealants,  lubricants,  compressor  systems,  vacuum  pumps  and  diesel 
engines.  The  company  has  a  smallish  market  cap  of  $650  million 
and  a  reasonable  balance  sheet  with  23%  debt  to  total  capital.  Sales 
are  wonderfully  diversified,  with  58%  in  the  U.S.,  24%  in  Europe  and 
18%  in  the  rest  of  the  world.  The  stock  has  fallen  from  $46  in  mid- 
July,  as  Enpro's  chances  of  an  LBO  evaporated.  You  can  buy  this  stock 
at  eight  times  trailing  earnings. 

There  are,  naturally,  a  few  warts.  The  company  has  an  asbestos 
liability,  albeit  contained,  declining  and  well  financed  by  insur- 
ance. Also,  the  chief  executive  is  scheduled  to  retire  in  2008,  stok- 
ing anxiety  that  new  management  might  gum  things  up.  Finally, 

Enpro  is  in  a  cyclical  business.  A 
saving  grace:  Half  its  sales  are 
dedicated  to  providing  spare 
parts  for  manufacturers,  a 
necessity  even  in  a  widespread 
slowdown.  When  your  com- 
pressor breaks,  you  have  to  fix  it. 

For  2007  my  15  stock  and  3 
bond  picks  (after  a  1%  trading 
cost)  lost  3.8%,  versus  a  1.3% 
gain  for  identically  timed 
investments  in  the  S&P  500. 

My  best  suggestion  was 
Itron  (96,  ITRl),  which  makes 
smart  electric  meters — the  kind 
that  lets  utilities  give  you  a  discount  if  you  run  your  washing 
machine  at  night,  when  power  is  cheaper.  Since  I  recommended 
it  in  March,  the  stock  has  risen  42%.  Green -oriented  companies 
are  still  in  favor.  I  think  you  should  keep  holding  this  one. 

My  worst  performer  for  last  year  was  Corporacion  Geo 
(3,  GEOB.MX),  a  Mexican  home  builder,  which  was  a  holdover  from 
2006.  It  fell  43%.  I  think  you  should  stay  with  it,  too.  There 
remains  a  huge  demand  for  housing  south  of  the  border.  Geo  has 
a  sizable  bank  of  vacant  land  to  build  upon.  The  only  bad  news: 
The  company  cut  its  forecast  of  revenue  growth  in  2007  from 
17%  to  20%,  down  to  14%  to  16%,  because  of  rain  delays  for  con- 
struction in  coastal  areas.  That's  still  double  digits.  Right  now 
anything  related  to  housing  is  cursed  in  the  stock  market.  But  the 
reasons  for  fleeing  U.S.  home  builders  do  not  apply  here. 

I'm  not  reentering  any  of  my  other  recommendations  in  the 
running  for  2008.  Except  for  these  two,  we're  starting  with  a 
clean  slate.  F 


Themes  for 
your  2008 
portfolio: 
green, 

international, 
recession- 
resistant. 


I  Forbes 


Lisa  W.  Hess  is  a  New  York  money  manager.  Visit  her 
home  page  at  www.forbes.com/hess. 


110      FORBES      JANUARY  28,  2008, 


GoldlineResearch 

2008  SELECTIONS 


HE  TEN  M 
DEPENDABLE™ 


[nsurance 
Brokers 


THE  COMPANIES 
SELECTED  EXCEED 
HE  CRITERIA  BELOW 

Excellent  Client 
References 

10+ Years  Experience 

Current  State 
Insurance  License 

)  Unresolved  Lawsuits 
or  Grievances 

Broad  Range 
of  Products  Offered 

Works  With  At  Least 
10  Different  Insurance 
Providers 


The  Simpson  Insurance  Group,  LLP 
Ralph  Simpson,  Owner 

6220  Colleyville  Blvd.,  Ste.  A 
Colleyville,  TX  76034 

81 7-328-3000  www.thesimpsonagency.com 
The  Simpson  Group  is  among  the  largest 
networks  of  financial  service  professionals  in  the 
nation  specializing  in  mortgage  protection,  life 
insurance  &  annuities  while  continually  seeking  to 
surround  themselves  with  newly  licensed  agents. 

Sepulveda  Insurance  Group 
123  Tribble  Gap  Rd. 
Cumming,  GA  30040 
800-779-1995 

www.sepulvedainsurancegroup.com 
The  Sepulveda  Insurance  Group  has  provided 
exceptional  medical,  life  and  retirement  plans 
of  all  types  throughout  the  USA  since  1979 
and  is  highly  respected  for  their  total  dedica- 
tion to  honor  and  integrity. 

A.  Ammermuller  &  Company,  Benefits  NJ 

106  Apple  St. 

Tinton  Falls,  NJ  07724 

732-345-6300  www.benefitsnj.com 

A.  Ammermuller  &  Co.  is  a  New  Jersey  based 

full  service  employee  benefits  brokerage  and 

consulting  firm. 

MSI  Benefits  Group,  Inc. 
TownPark  Ravine  One 
245  TownPark  Dr.,  Ste.  100 
Atlanta,  GA  30144 

770-425-1 231  www.msibenefitsgroup.com 
MSI  Benefits  Group  has  25  years'  experience 
in  benefits  consulting  and  insurance  broker- 
age. Services  include  24/7  electronic  benefit 
communications  and  enrollment. 

www.themostdependable.com 


Sinclair  Insurance  Group 
4  Tower  Dr. 

Wallingford,  CT  06492 

203-265-0996  www.sinclair-insurance.com 
Since  1971  Sinclair  Insurance  Group  has  pro- 
vided innovative  risk  management  solutions  to 
reduce  clients'  total  risk  exposures  and  costs 
throughout  the  U.S. 

Mitcham  &  McKenzie,  Inc. 
6151  Powers  Ferry  Rd.,  Ste.  650 
Atlanta,  GA  30339 

770-955-0945  www.mitchammckenzie.com 
With  over  25  years  experience  in  property  & 
casualty  insurance,  clients  choose  Mitcham  & 
McKenzie  because  of  their  ability  to  meet  or 
exceed  clients'  expectation  of  service,  price 
and  expertise. 

Cook,  Hall  &  Hyde,  Inc. 
461  Pantigo  Rd. 
East  Hampton,  NY  11937 
631-329-7202  www.chhins.com 
Cook,  Hall  &  Hyde  is  a  trusted  advisor  to 
corporate  and  individual  clients  seeking 
coverage  and  cost  containment  solutions 
for  their  commercial,  employee  benefits  and 
personal  insurance  programs. 

Affordable  Insurance,  Inc. 
635  Hwy.  62  East 
Mountain  Home,  AR  72653 
870-425-6079  www.affordins.com 
Aimee  Griffin  and  her  professional  staff  are 
distinguished  nationally  for  outstanding 
customer  service  and  integrity,  specializing  in 
property  and  casualty  insurance. 

Elias  B.  Cohen  &  Associates 
101  Eisenhower  Pkwy. 
Roseland,  NJ  07068 
973-403-9500  www.cohenins.com 
Licensed  in  32  states.  Risk  management, 
employee  benefits  and  property  &  casualty 
brokerage  services  for  financial  institutions, 
equity  funds,  real  estate,  technology,  hospital- 
ity, contracting  and  real  estate  development. 
Specialist  in  personal  insurance  needs  for 
high  net  worth  individuals— since  1957. 

The  Fitz  Group, 

Member  of  the  National  Agents  Alliance 

Alex  Fitzgerald,  CEO 
4002  Beltline  Rd.,  Ste.  150 
Addison,  TX  75001 
972-386-5776  www.fitzgroup.org 
Based  in  DFW,  The  Fitz  Group  has  two 
objectives:  to  protect  American  families  and 
to  support  agents  to  achieve  financial  strength 
through  mortgage  protection,  life  insurance, 
and  annuity  products. 

415-892-9400 


TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research 
process  to  evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria 
above  for  each  of  the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make 
no  specific  comparisons  between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not 
affiliated  with  Forbes1?)  magazine. 
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Calculus  Is  the  Exploration  of  Two  Basic  Ideas. 
Master  Them  and  Open  a  New  World  for  Yourself! 

Change  and  Motion:  Calculus  Made  Clear,  2nd  Edition,  on  DVD 


One  of  the  greatest  achievements  of 
the  mind  is  calculus.  It  belongs  in 
the  pantheon  of  our  accomplish- 
ments with  Shakespeare's  plays,  Beethoven's 
symphonies,  and  Einstein's  theory  of 
relativity.  Calculus  is  a  beautiful  idea  exposing 
the  rational  workings  of  the  world. 

Calculus,  separately  invented  by  Newton  and 
Leibniz,  is  one  of  the  most  fruitful  strategies  for 
analyzing  our  world  ever  devised.  Calculus  has 
made  it  possible  to  build  bridges  that  span  miles  of 
river,  travel  to  the  moon,  and  predict  patterns  of 
population  change.  The  fundamental  insight 
of  calculus  unites  the  way  we  see  economics, 
astronomy,  population  growth,  engi- 
neering, and  even  baseball.  Calculus  is  the 
mathematical  structure  that  lies  at  the  core  of  a 
world  of  seemingly  unrelated  issues. 

Expanding  the  Insight 

Yet  for  all  its  computational  power, 
calculus  is  the  exploration  of  just  two  ideas — the 
derivative  and  the  integral — both  of  which  arise 
from  a  commonsense  analysis  of  motion.  All  a 
1,300-page  calculus  textbook  holds,  Professor 
Michael  Starbird  asserts,  are  those  two  basic 
ideas  and  1 ,298  pages  of  examples,  applications, 
and  variations. 

Professor  Starbird  teaches  that  calculus  does 
not  require  a  complicated  vocabulary  or  nota- 
tion to  understand  it.  "Calculus  is  a  crowning 
intellectual  achievement  of  humanity  that  all 
intelligent  people  can  appreciate,  enjoy,  and 
understand." 

This  series  is  not  designed  as  a  college  calcu- 
lus course;  rather,  it  will  help  you  see  calculus 
around  you  in  the  everyday  world.  Every  step 
is  in  English  rather  than  "mathese."  The  course 
takes  the  approach  that  every  equation  is  also 
a  sentence  that  can  be  understood,  and  solved, 
in  English. 

About  Your  Professor 

Professor  Michael  Starbird  is  a 
distinguished  and  highly  popular  teacher  with 
an  uncommon  talent  for  making  the  won- 
ders of  mathematics  clear  to  nonmathemati- 
cians.  He  is  Professor  of  Mathematics  and 
a  Distinguished  Teaching  Professor  at  The 
University  of  Texas  at  Austin.  Professor  Starbird 


About  Our  Sale  Price  Policy 

Why  is  the  sale  price  for  this  course  so 
much  lower  than  its  standard  price?  Every 
course  we  make  goes  on  sale  at  least  once  a 
year.  Producing  large  quantities  of  only  the 
sale  courses  keeps  costs  down  and  allows 
us  to  pass  the  savings  on  to  you.  This  also 
enables  us  to  fill  your  order  immediately: 
99%  of  all  orders  placed  by  2  pm  east- 
ern time  ship  that  same  day.  Order  before 
March  31 ,  2008,  to  receive  these  savings. 


has  won  several  teaching  awards,  most  recently 
the  2007  Mathematical  Association  of  America 
Deborah  and  Franklin  Tepper  Haimo  National 
Award  for  Distinguished  College  or  University 
Teaching  of  Mathematics,  which  is  limited  to 
three  recipients  annually  from  the  27,000  mem- 
bers of  the  MAA. 

About  The  Teaching  Company 

We  review  hundreds  of  top-rated  pro- 
fessors from  America's  best  colleges  and 
universities  each  year.  From  this  extraor- 
dinary group  we  choose  only  those 
rated  highest  by  panels  of  our  custom- 
ers. Fewer  than  10%  of  these  world-class 
scholar-teachers  are  selected  to  make  The  Great 
Courses. 

We've  been  doing  this  since  1990,  produc- 
ing more  than  3,000  hours  of  material  in  mod- 
ern and  ancient  history,  philosophy,  literature, 
fine  arts,  the  sciences,  and  mathematics  for 
intelligent,  engaged,  adult  lifelong  learners.  If 
a  course  is  ever  less  than  completely  satisfying, 
you  may  exchange  it  for  another,  or  we  will 
refund  your  money  promptly. 
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Lecture  Titles 

Two  Ideas,  Vast  Implications 
Stop  Sign  Crime — The  First  Idea 
of  Calculus — The  Derivative 
Another  Car,  Another  Crime — 
The  Second  Idea  of  Calculus — 
The  Integral 

The  Fundamental  Theorem 
of  Calculus 

Visualizing  the  Derivative — Slopes 
Derivatives  the  Easy  Way — 
Symbol  Pushing 
Abstracting  the  Derivative — 
Circles  and  Belts 

Circles,  Pyramids,  Cones,  and  Spheres 

Archimedes  and  the  Tractrix 

The  Integral  and  the 

Fundamental  Theorem 

Abstracting  the  Integral — 

Pyramids  and  Dams 

Buffon's  Needle  or  7t  from  Breadsticks 

Achilles,  Tortoises,  Limits, 

and  Continuity 

Calculators  and  Approximations 
The  Best  of  All  Possible 
Worlds — Optimization 
Economics  and  Architecture 
Galileo,  Newton,  and  Baseball 
Getting  off  the  Line — Motion  in  Space 
Mountain  Slopes  and  Tangent  Planes 
Several  Variables — Volumes  Galore 
The  Fundamental  Theorem  Extended 
Fields  of  Arrows — 
Differential  Equations 
Owls,  Rats,  Waves,  and  Guitars 
Calculus  Everywhere 


The  Teaching  Company* 

rbt  loy  of  Lifelong  Ltaning  Every  Doy~ 

GUAI  PkOFtSMJRS.  GRiAT  CM  «SES,  CtUI  VjOXIt 


SAVE 

OFFER  GOOD  UNT 


$185! 

IL  MARCH  31,  2008 


1-800-TEACH-12  (1-800-832-2412) 
Fax:  703-378-3819 


Special  offer  is  available  online  at 

www.TEACH12.com/1  forb 


Great  Courses 

The  Teaching  Company 

41 51  Lafayette  Centct  Dtive,  Suite  100 
Chantilly.  VA  20151-1232 

Priority  Code  26730 


Please  send  me  Change  and  Motion:  Calculus  Made  Clear, 
2"J  Edition,  which  consists  of  twenty-four  30-minute  lectutes 
plus  Course  Guidebooks. 

U   DVD  $69.95  (std.  ptice  $254.95)  SAVE  $185! 

plus  $10  shipping,  processing,  and  Lifetime  Satisfaction  Guarantee. 

LJ    Check  or  Money  Order  Enclosed 

*     Non-U.S.  Orders:  Additional  shipping  charges  apply. 

For  mote  details,  call  us  ot  visit  the  FAQ  page  on  out  website. 
*•   Virginia  residents  please  add  5%  sales  tax. 


Charge  my  credit  card: 

u  fwSTI  u  125  II 


Account  Numbei 


Name  (please  print) 


Mai l. inc.  ADtiHhss 


City/State/ZIP 


Phone  (If  we  have  questtom  regarding  your  order — required  for  international  orders} 

U     FREE  CATALOG.  Please  send  me  a  free  copy  of  your 
current  catalog  (no  purchase  necessary). 

Special  offer  is  available  online  at  www.TEACH12.com/lforb 
Offer  Good  Through:  March  31.  2008 
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No  Minimum! 
No  Reser 


WATERFRONT  -  St.  Pete.,  FL 

Enjoy  easy  Florida  living  in  this  gorgeous  4,700±  sq. 
ft.,  5BR/5.5BA  home  on  Boca  Ciega  Bay.  Take  in 
endless  views  of  the  water  on  any  of  the  2,100±  sq.  ft. 
of  patios  &  terraces.  This  brand-new,  designer-furnished 
gem  is  complete  with  luxurious  finishes  throughout 
such  as  Travertine,  Marble,  and  Granite. 
•  75  Feet  of  Deep-Water 


Frontage  with  Dock 

•  Direct  Gulf  Access 

•  Elevator  for  all  3  Levels 

•  His  &  Her  Master  Baths 


Grand  estates 

AUCTION  COMPANY' 
call  for  a  FREE  color  brochure 

1.800.552.8120 


www.G-E-A.com  •  Robert  Kirk  FLAU3384/  BK31 57296 


We  See  Your  Success 


Capital  To  Grow. 

We  help  our  clients  grow  their'annual  sales  15%  or  more 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours. 

212.755.3636  :  www.capstonetrade.com 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


Knowledge  is  Power 
Hope  is  Paramount! 

The  mission  of  the  Foundation  for  Advancement  in 
Cancer  Research  is  to  seek  out  promising,  scientifically 

validated  alternative  treatment  methods,  to  actively 
educate  the  public  about  them  and  to  provide  funding 
toward  research  and  development  of  new  treatments. 

Ask  for  the  DVD 
Cancer  Survivors  Don't  Lie 


A  Nonprofit  Organization 


1-866-99-GRAND  (47263) 

www.facr.org 

1320  SeacoastDr.  Suite  A 
Imperial  Beach,  CA  91932 
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Special  Situation  Survey 


DON'T  LISTEN  ... 
to  stock  tips.  Chances  are  they  will 
lose  you  money.  The  experts  at  The 
Forbes  Special  Situation  Survey 

evaluate  the  fundamentals  of  5,000 
stocks,  and  each  month  pick  the  one 
they  believe  is  poised  to  move  up. 
They  tell  you  when  to  sell,  too.  Want 
a  good  tip? 


Call  today  for  a  FREE  trial  issu< 
1-800-289-8979. 


January  28,  2008 


For  Marketplace,  call  888-305-6830 
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U.S.  GOVT  GOLD  AT-COST 


TODAY  -  the  United  States  Rare  Coin  &  Bullion  Reserve  has  scheduled  the  final 
release  of  5,000  U.S.  Gov't  Issued  $5  Gold  Coins  previously  held  at  The  U.S.  Mint  at 
West  Point.  These  Gov't  Issued  Gold  Coins  are  being  released  on  a  first-come,  first- 
serve  basis,  for  the  incredible  markup-free  price  of  $90  each.  This  "at-cost"  Gov't 
Gold  offer  expires  March  31st,  2008.  Do  not  delay.  Call  a  Sr.  Gold  Specialist  today. 


Own  Gov't  Issued  Gold  Coins 

DUE  TO  STRICT  LIMITED  AVAILABILITY,  TELEPHONE 
ORDERS  WILL  BE  ACCEPTED  ON  A  FIRST-COME,  FIRST- A 
SERVE  BASIS  ACCORDING  TO  THE  TIME  OF  THE  ORDER. 


Markup- Free  I 'rice  of  ONLY 


BACH 


If  you've  been  waiting  to 
move  your  hard-earned 
money  into  precious 
metals,  the  time  is  now 
to  start  transferring  your 
U.S.  dollars  into  United 
States  Government  Gold.  The  Gold  market  is 
on  the  move,  up  as  much  as  193%  in  the  past 
8  years  -  outpacing  the  DOW,  NASDAQ  and 
S&P  500  every  single  year.  Call  immediately 
to  order  your  United  States  Gold  Coins  direct 
from  our  Main  Vault  Facility,  "at-cost",  for  the 
amazing  price  of  only  $90  per  coin.  Special 
arrangements  can  be  made  for  Gold  pur- 
chases over  $50,000.  Order  your  Gold  today! 

1  -  2006  Gov't  Issued  Gold  Coin  $  90.00 
5  -  2006  Gov't  Issued  Gold  Coins  $  450.00 
10  -  2006  Gov't  Issued  Gold  Coins  $  900.00 

AT-COST  OFFER  LIMITED  TO  PURCHASE  OF  10  COINS  ($900)  PER 
HOUSEHOLD  PLUS  SHIPPING  &  INSURANCE.  5  COIN  MINIMUM  ORDER. 
2007  COINS  WILL  BE  SHIPPED  IF  OVERSOLD. 

CALL  TOLL  FREE  (24  Hours  A  Day,  7  Days  A  Week) 

1-888-465-3413 

MASTER  CARD  •  VISA  •  AMEX  •  DISCOVER  •  CHECK 


Coins  enlarge* 
to  show  detail 


Distributor  of  Government  Gold.  Not  affiliated  with  the  U.S.  Government.  ©  2008  United  States  Rare  Coin  and  Bullion  Reserve 
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What  if  there  Was 
-  a  War  and 
Nobody  Came? 


A  DOCUMENTARY  ON  THE 
IMPORTANCE  OF  THE  US 
INVOLVEMENT  IN  THE 
WORLD  TODAY 


theWORLD 

WITHOUT^, 


U-^WUS.com  $19.gl 


Forbes 
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For  Advertising  Contact: 

Lisa  Lazansky 

Custom  Solutions  Media 

1-888-305-6830 

ABSOLUTE 

AUCTION 


TUESDAY,  FEBRUARY  1 2,  2008  •  2PM 

OCEANFRONT  -  Key  Largo,  FL 

Live  the  good  life  in  a  magnificent  Oceanfront  Villa 
in  the  heart  of  Key  Largo.  Located  in  the  coveted 
resort  and  marina  community  of  Mariner's  Club, 
these  seven  spacious  condominiums  present  a  level  of 
luxury  and  style  unsurpassed  in  the  Florida  Keys. 

•  Ocean  Views  in  All  Units 

•Extremely  Large  Terraces   GRAND  ESTATES 

•  2,  3,  &  4  Bedroom  Units  auction  company' 

•  Community  Marina,  Dive  ca"  for  a  FREE  color  brochure 
Shop,  Pier,  &  More!  1.800.552.8120 


www.G-E-A.com  •RobertKirk  FLAU3384/  BK31 57296 


American  Diagnostic  Centers 


Net  annual  income  of $500,000 

Own  and  operate  a  Medical  Diagnostic  Center  in  your 
area.  Business  Management  experience  is  a  must 
$800,000  Cash  investment  required.  Can  reach 
profitability  in  6  months.  Partnership  also  available. 

(866)  862-1222 
info@americandiagnosticcenters.com 
www,  americandiagnosticcenters.  com 


OREGON  OCEAN 
VIEW  PROPERTY 


Master  Plan  Approved 

1 ,000  Units 

Commercial 

College  Site  on  Property 

One  Hour  From  Bandon 
Dunes  Golf  Course 

553  Acres 


Qualified  buyers  contact  Mr.  Koss  at: 
loneranchinfo@comcast.net 
or  visit:  www.loneranch.com 

A  Property  of  Rio  Tinto  Minerals 


Forbes 

EXECUTIVE  EDUCATION 


1  1 

ESB9 

pi 

1 

For  more  information  please  contact: 
Marylin  Maccio 
631-242-8298 
sosmaccio@optonline.net 
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Exercise  in  exactly  4  minutes  per  day 


Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products  / 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 

ME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment  The  ROM  adapts  its  resistance  every  second  during  the  workout 

nd  88%  of  people  who  own  health  club  memberships  do  not  to  exactly  match  the  user's  ability  to  perform  work.  It  balances 

xercise.  A  4  minute  complete  workout  is  no  longer  hard  to  blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 

elieve  for  all  the  people  who  since  1990  have  bought  our  be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 

xcellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people  for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 

ho  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon  website  at:  www.FastExercise.com. 

The  typical  ROM  purchaser  goes  through  several  stages: 

1.  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 

10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 

Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 


ie  health  benefits  experienced 
uring  that  tryout,  and  the  ROM 
erformance  score  at  the  end  of 
ach  4  minute  workout  that  tells  the 
tory  of  health  and  fitness 
nprovement.  At  under  20  cents  per 
se,  the  4  minute  ROM  exercise  is 
ie  least  expensive  full  body 
smplete  exercise  a  person  can  do. 
ow  do  we  know  that  it  is  under  20 
5nts  per  use?  Over  90%  of  ROM 
tachines  go  to  private  homes,  but 
e  have  a  few  that  are  in  commercial 
se  for  over  12  years  and  they  have 
ndured  over  80,000  uses  each, 
ithout  need  of  repair  or  overhaul, 
he  ROM  4  minute  workout  is  for 
eople  from  10  to  over  100  years  old 
nd  highly  trained  athletes  as  well. 
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Timeshares  I  ASSET  PROTECTION 


60-80% 

OFF  RETAIL 


(800)  640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 

Trusted  Since  1992 


ONE  OF  THE  BEST  BUSINESS 
OPPORTUNITIES  EVER  OFFERED 


Present  dealers  are  making  more 
money  in  one  month  than  most 
people  make  in  one  year,  &  you 
are  welcome  to  speak  to  them. 
Our  patented  product  has  zero 
competition,  in  this  billion  dollar 
industry.  Being  first  to  market  you 
can  expect  to  make  an  annual  high 
six  figures.  One-on-one  training, 
low  one-time  investment  of 
$14,900  usually  recovered  in  first 
30  days. Change  your  financial  life. 

Call  866-635-8455 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,.  Private  Banking 


Maximun  Privacy 
Tax  Savings 
Estate  Planning 
Global  Investments 


Award 
Winning 
Book 

Order  Now 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •  www.searsatty.com 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


The  Forbes  Stock  Market  Course  is  an  easy-to- 
read  common  sense  guide  to  building  wealth.  It  is 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage  of  a  special  price  of  just  $99.95 
(save  $50  off  the  regular  $149.95  price.) 


Go  to  www.forbesstockmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator 
a  special  savings  code  of  SMC07 


IN  PRECIOUS 

M  ETALS 


CALL  US  TODAY. 
Tel  786.888.GOLD  •  Toll  Free  888.300.5775 

www.ciibbs.com 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  insure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 

Instant  quotes  from  over  1 
Life  •  Auto  •  Health  •  Home 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 
72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1 ,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  65 
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On  the  Business  of  Life 
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he  American  dream,  though  never  realizable  for  all,  is  owning  one's  own  home.  That  long-held 
dream  has  been  a  prime  spark  for  our  extraordinary  economic  growth.  The  present  housing 
industry  depression  won't  last  forever.  Until  lately,  not  only  have  high  interest  rates  prevailed, 
but  money  at  any  rate  has  been  unavailable  for  so  many  who  hoped  to  build  or  buy.  That  put  this  greatest 
basic  business  in  the  dumps.  Higher  rates  than  the  old  8%  to  9%  are  probably  here  to  stay — but  not  at 
anything  like  the  present  double-digit  depressant.  In  a  couple  of  years,  a  booming  market  is  more  apt  to  be 
the  problem  than  the  present  "no  market!'  —MALCOLM  FORBES  (1983) 


The  universe  of  mortgage  lending  has 
gotten  to  the  point  where  there  is  a  place 
in  it  for  everybody. 

—JOE  MAYS 


History  has  not  dealt  kindly  with  the 
aftermath  of  protracted  periods  of  low  risk 
premiums. 

—ALAN  GREENSPAN 


Every  radish  I  ever  pulled  up  seemed  to 
have  a  mortgage  attached  to  it. 

—ED  WYNN 


A  comfortable  house  is  a  great  source  of 
happiness.  It  ranks  immediately  after 
health  and  a  good  conscience. 

—SYDNEY  SMITH 


The  dialogue  between  client  and  architect 
is  about  as  intimate  as  any  conversation 
you  can  have,  because  when  you're  talking 
about  building  a  house,  you're  talking 
about  dreams. 

—ROBERT  A.M.  STERN 


What  the  New  Yorker  calls  home  would 
seem  like  a  couple  of  closets  to  most 
Americans,  yet  he  manages  not  only  to 
live  there  but  also  to  grow  trees  and 
cockroaches  right  on  the  premises. 

—RUSSELL  BAKER 


Single-family  homes  in  New  York  generally 
come  in  two  price  ranges:  expensive  and 
unbelievably  expensive. 

—MICHAEL  DECOURCY  HINDS 


There's  no  greater  bliss  in  life  than  when 
the  plumber  eventually  comes  to  unblock 
your  drains.  No  writer  can  give  that  kind 
of  pleasure. 

—VICTORIA  GLENDINNING 


/  live  in  my  house  as  I  live  inside  my  skin: 
I  know  more  beautiful,  more  ample,  more 
sturdy  and  more  picturesque  skins:  but  it 
would  seem  to  me  unnatural  to  exchange 
them  for  mine. 

— PRIMO  LEVI 


All  I  need  is  room  enough  to  lay  a  hat 
and  a  few  friends. 

—DOROTHY  PARKER 

To  be  an  American  is  to  aspire  to  a  room 
of  one's  own. 

—NEW  YORK  TIMES 


The  most  important  work  you  and  I  will 
ever  do  will  be  within  the  walls  of  our 
own  homes. 

—HAROLD  B.  LEE 


The  bungalow  had  more  to  do  with  how 
Americans  live  today  than  any  other 
building  that  has  gone  remotely  by  the 
name  of  architecture  in  our  history. 

—RUSSELL  LYNES 


Families,  I  hate  you!  Shut-in  homes,  closed 
doors,  jealous  possessors  of  happiness. 

—ANDRE  GIDE 

A  Text „.  

But  in  a  great  house  there  are  not 
only  vessels  of  gold  and  silver,  but 
also  of  wood  and  of  earth. 

—II  TIMOTHY  2:20 
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According  to  Forrester  Research,  more  than  half  the  enterprise 
companies  in  North  America  and  Europe  rely  on  Dell 
for  notebook  and  desktop  computers. 
Who  do  you  rely  on? 

-How  Enterprise  Buyers  Rate  Their  PC  Suppliers  And  What  It 
Means  For  Future  Purchases,  Forrester,  November  2007. 
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Actual  Forrester  quote:  "Dell  is  clearly  the  No.  1  enterprise  desktop  and  laptop  supplier."  Survey  question:  "From  which  vendor 
did  you  purchase  desktops  in  the  last  12  months?"  Base:  565  PC  decision-makers  at  North  American  and  European  Enterprises. 
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Xenon  Adaptive 
Headlights 


bmwusa.com  The  Ultimate 

1-800-334-4BMW  Driving  Machine- 


IW  yOU  before  yOU  turned  the  page.  Our  Xenon  Adaptive  Headlights  swivel  automatically  to  see  around 
rs,  even  uphill.  It  helps  eliminate  the  element  of  surprise  by  giving  you  an  extra  margin  of  safety.  It's  a  safety  idea  well  ahead 
curve.  Learn  more  at  bmwusa.com/ideas. 
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The  Fidelity  Rollover  IRA  Advantage 

Rollover  Specialists.  Experts  who  make  it  easy  to  move  your  IRA  or  old  401  (k)s. 

Free  investment  help.1  We  give  you  one-on-one  help  choosing  among  both 
Fidelity  and  non-Fidelity  funds  -  with  no  commissions  and  no  sales  pressure. 

More  4-and  5-star  funds.2  We  manage  more  highly-rated  mutual  funds  than  any 
other  company  —  and  of  course,  you  can  also  choose  stocks,  bonds  and  CDs. 

No  IRA  account  fees.  Plus,  all  Fidelity  funds  are  no-load.3 

24/7  Service.4  Access  to  your  account,  including  someone  to  talk  with  anytime. 

Open  your  Fidelity  IRA  today. 


Contribute. 

Make  this  year's 
contribution  to  a 
Fidelity  IRA. 


Transfer. 

Bring  your  IRAs 
together  to  manage 
them  more  easily. 


Roll  over. 

Convert  your  old  40 1  (k) 
into  a  Rollover  IRA  to 
expand  your  options. 


Before  investing,  consider  the  fund's  investment  objectives,  risks,  charges,  and  expenses. 
Contact  Fidelity  for  a  prospectus  containing  this  information.  Read  it  carefully. 

Source  for  claim  that  "Fidelity  is  America's  #1  retirement  provider"  is  PLANSPONSOR  2007  Recordkeeping  Survey0  Asset  International  Inc. 
Based  upon  defined  contribution  assets  and  participants  of  record  keepers  reporting  as  of  12/31/06.  CerulliAssociates.  The  Cerulli  Edge™ 
Retirement  Edition.  Third  Quarter  2007.  Based  on  an  industry  survey 
of  firms  reporting  Total  IRA  Assets  Administered  for  Q1  2007. 
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provider. 


If  you  have  a  401  (k)  from  a  previous  job,  you  want  your  retirement  savings  to  work  as  hard  as  they  can. 
A  Fidelity  Rollover  IRA  may  be  right  for  you.  You'll  have  a  full  range  of  investment  options  plus  the  help 
you  need  to  choose  the  ones  for  you. 

Free,  one-on-one  help  from  a  Rollover  Specialist. 

With  a  little  help,  moving  an  old  401  (k)  can  be  easy.  Call  us  or  stop  by  a  Fidelity  Investor  Center  to  talk 
with  someone  who  knows  how  to  get  it  done.  Our  Rollover  Specialists  can  even  help  with  the  paperwork 
and  contacting  your  former  employer. 


ill  1.800.823.0169  or 

sit  Fidelity.com/ rolloverleader 
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Smart  move: 


-.onsider  all  applicable  fees  &  features  before  moving  your  account. 

snce  is  provided  by  Fidelity  Representatives  through  the  use  of  Fidelity's  suite  of  guidance  tools.  These  tools  are  educational  tools 
ot  intended  to  serve  as  the  primary  or  sole  basis  for  your  investment  or  tax  planning  decisions 
10/31/07,  85  out  of  157  funds  rated  4-  or  5-stars  by  Morningstar. 

expenses,  brokerage  commissions  and  simple  IRA  fees  still  apply.  Depending  on  your  situation  low-balance,  short-term  trading  and 
int  closing  fees  may  apply.  Other  fees  and  expenses  applicable  to  continued  investment  are  described  in  the  fund's  current  prospectus, 
m  availability  and  response  time  may  be  subject  to  market  conditions. 

Brokerage  Services,  Member  NYSE,  SIPC  479943 


Sprint  ahead 


Like  honey  to  the 
busiest  of  bees. 


The  Palm R  Centro  "  only  from  Sprint 
is  a  natural  for  people  abuzz  with  lots  to 
do.  Text,  chat,  e-mail,  watch  videos,  use 
Google  Maps  "  even  faster.  It's  the  smallest 
smart  device  from  Palm,  on  the  fastest 
national  mobile  broadband  network. 
That's  multitasking  at  SprintSpeed.m 


V5 


Q 


2  * 1  k:  r  - 


Ait  m 


.  1-800-SPRINT-1  sprint.com/centro 


Fastest  claim  based  on  total  network  size  (sq.  miles)  multiplied  by  network  upload/download  speed  capability.  User's  speed  experience  may  vary.  Coverage  not  available  everywhere.  See  spnnt.com/coverag 
for  details  Other  Terms:  The  Nationwide  Sprint  PCS  Network  reaches  over  262  million  people.  Sprint  Mobile  Broadband  Network  reaches  over  224  million  people.  ©2008  Sprint.  All  rights  reserve! 
Sprint,  the  "Going  Forward"  logo  and  other  trademarks  are  trademarks  of  Sprint.  Palm  and  Centra  are  trademarks  or  registered  trademarks  of  Palm,  Inc  Google.  Google  Maps  and  the  Google  Logo  ai 
trademarks  of  Google  Inc. 


"There's  a  certain 
honesty  to  design. 
You're  trying  to  solve 
a  pure  problem. 

82 


Forbes 


EBRUARY  11,  2008  I  VOLUME  181   NUMBER  3 


12  Going  for  Gold 

Nike's  race  to  become  the  most  valuable  brand  in  the  world.  By  Monte  Burke 

18  Stagflation  Back  Again? 

The  economy  may  be  headed  into  the  tank,  but  this  isn't  the  1970s  just  yet.  By  Daniel  Fisher 

18  Secrets  of  a  Superinvestor 

At  91  Walter  Schloss,  the  man  Warren  Buffett  famously  dubbed  a  "superinvestor,"  is  still  picking  unloved  stocks. 
By  Bernard  Condon 

>6  How  to  Cheat  Death 

The  secrets  of  hibernation  may  help  people  survive  otherwise  lethal  injuries.  By  Robert  Langreth 

JO  Growing  Up  Green 

The  young  stars  of  venture  capital  aim  to  do  in  alternative  energy  what  their  bosses  once  did  in 
computing.  By  Erika  Brown 

12  The  25  Fastest-Growing  Tech  Companies  in  America 

Even  in  a  rough  market,  these  tech  companies  are  poised  to  soar.  By  John  J.  Ray  and  Paul  M.  Murdock 

Midas  List:  Tech's  Top  Dealmakers 

The  golden  touch  in  tech  and  life  sciences.  By  Erika  Brown,  Claire  Cain  Miller  and  Emily  Douglas 


)VER  AND  CONTENTS  PHOTOGRAPHS  BY  ROBBIE  MCCLARAN  FOR  FORBES 


FEBRUARY  1  1 ,  2008      FORBES  5 


MAKITA  CORPORATION 

MINOBU  KATO  (left) 
General  Manager,  Accounting  &  Finance 

TOSHIO  KATAYAMA  (center) 
General  Manager,  Internal  Audit 

CHALLENGE: 
Global  growth 


RESOURCES  GLOBAL  PROFESSIONALS 

RITSUKO  SENOO  (right) 
30  years'  experience: 

>  Big  Four 

>  Investment  Banking 

>  Corporate  Finance 


GLOBALIZATION  HAPPENS  FAST  WHEN  YOU  HAVE 


THE  RIGHT  TOOLS 


.  is  too  big  when  you  have  the  right  tools.  That's  why  Maki 
mujacturer  of  power  tools,  engaged  a  powerful  business  tool  to  he. 
■owth:  Resources  Global  Professionals.  We  understand  the  intr 


nd  global  business.  And  our  expertise  covers 
.esources,  we  have  all  the  right  tools  for 


BUSiNESS.  FROM  THE  INSIDE  OUT. 


^RESOURCES 

HNANCE^UNT^G 
^ORMATtON  MANAGEMENT 

HUMAN  CAPITAL 
INTERNAL  AUDIT 
LEGAL 
SUPPLY  CHAIN 

I  800-900-U31 
I  .esourcesglobal.com 


Contents 

FEBRUARY  11,  2008 


12  Index 
14  Side  Lines 
16  Readers  Say 

19  Fact  and  Comment  1  Steve  Forbes 

says  a  sound  currency  should  be  the 
backbone  of  the  Bush  stimulus  plan. 

22  Other  Comments 

25  Current  Events  |  Paul  Johnson 

on  the  opportunities  industry  has  missed. 

27  Digital  Rules  |  Rich  Karlgaard 

on  why  Republicans  are  happier  than 
Democrats. 

28  Informer  j  Biz  professor  in  testy  battle 
with  IRS;  Huckabee's  company  not  afraid  to 
do  layoffs. 

30  On  My  Mind  1  By  Howard 

Kunreuther  How  banks  and  insurers  can 
help  homeowners  save  money  and  protect 
themselves  at  the  same  time. 

32  Follow-Through  1  Flashbacks 

34  Heads  Up  |  Daniel  Fisher  No  loan 
left  behind. 

132  Thoughts 
OUTFRONT 

36  The  Death  of  Hardware  Why  buy 

computers  when  you  can  rent  them  from 
Amazon,  EMC  or  Yahoo?  By  Quentin  Hardy 

40  NOW  They  Tell  Us  Moody's  says  it's 
hard  to  evaluate  the  risk  in  complex 
mortgage  securities.  By  Matthew  Craft 


42  Fowl  Play  Chicken  king  Bo  Pilgrim 
wants  immigration  reform.  First  he  might 
keep  an  eye  on  his  own  coop. 
By  Christopher  Helman 

44  The  Peacock's  Golden  Egg  nbc's 

scramble  to  fill  hours  during  the  strike  is 
another  score  for  USA  Networks. 
By  Lea  Goldman 

PIUS!  Class  action  suits  are  back  . . .  They're 
still  partying  in  Canada. 


MONEY  &  INVESTING 

52  Riding  the  Dollar  You  did  well  with 
your  overseas  funds  last  year.  But  was  that  a 
currency  fluke?  By  Zack  O'Malley  Greenburg 
and  James  M.  Clash 


REVOLUTIONARIES 

60  You  Get  What  You  Pay  For  is  sexier 

social  networking  worth  $10  a  month?  This 
young  couple  thinks  so.  By  Victoria  Barret 


HEALTH 

62  Delaying  Diabetes  Can  doctors  do 

better  than  just  treat  childhood  diabetes? 
Can  they  prevent  it?  By  Robert  Langreth 


ENTREPRENEURS 

66  Swimming  With  Sharks  Redfins 
Glenn  Kelman  hopes  to  get  a  boost  from 
the  housing  slump.  Realtors  can't  wait  to 
put  this  online  broker  out  of  business. 
By  Christopher  Steiner 


INTERNATIONAL 

80  Turkey's  Double  Edge  An 

admirable  economic  revival  in  a 
pivotal  nation  is  the  ribbon  around  a 
bundle  of  troublesome  contradictions. 
By  Richard  C.  Morais  with  Denet  C.  Tezel 


COMPANIES,  PEOPLE,  IDEAS 

88  Fix  It,  Fred  Fred  Hassan  is 
pharma's  best  trauma  surgeon.  But 
sutures  are  popping  on  his  latest  patient. 
By  Matthew  Herper 

FORBES  LIFE 

112  Cliff-Hanger  Skiing  from  hut 
to  hut  is  the  most  beautiful  way  to  see 
the  Alps  in  winter. 
By  Christopher  Steiner 

FINANCIAL  COLUMNISTS 
116  Makers  &  Breakers  |  FedEx; 

American  Apparel;  CF  Industries. 

118  The  Contrarian  |  Tug  of  War 

By  David  Dreman 

120  -Stock  Trends  |  Recessions  and  Bears 
By  Laszlo  Birinyi  Jr. 

122  Small  Stocks  |  Growth  Bargains 
By  Jim  Oberweis 

124  Exchange-Traded  Funds  |  More 
Baskets  for  Your  Eggs  By  Jim  Lowell 


8      FORBES      FEBRUARY  1  1,  2008 


Gran  Slam" 

—Robb  Report,  November  2007 


JTRODUCING  THE  ALL-NEW  2008  MASERATI  GRANTURISMO  — 

HE  FIRST  LIMITED  PRODUCTION  CAR  THAT  YOU'LL  WANT  TO  DRIVE  EVERY  DAY. 

escribing  three  qualities  of  the  GranTurismo  the  Robb  Report  said  "performance,  style  and  rarity  came  first  to  mind." 
ney  went  on  to  say  the  new  GranTurismo  "might  be  the  most  beautiful  new  GT  on  the  road."  Yet,  breathtaking  style 
Desn't  tell  the  whole  story  —  the  beautiful  Pininfarina  design  is  matched  by  scintillating  performance  from  a  Ferrari- 
igineered,  405  hp  V8  engine,  mated  to  an  amazing  6-speed  automatic  transmission.  Inside,  you  will  find  the  finest 
jltrona  Frau  leather,  rare  woods  and  genuine  seating  for  four  adults.  It's  no  wonder  the  editors  went  on  to  call  the 
2west  Maserati  a  "Gran  Slam."  Order  the  limited  GranTurismo  now;  the  wait  will  be  worth  it.  Visit  our  award  winning 
ebsite  —  maseratiamerica.com/gtfb  —  to  build  your  own  Maserati  and  locate  your  authorized  Maserati  dealer. 


©2008  Maserati  North  America.  All  rights  reserved.  Maserati  and  the  Trident  logo  are  registered  trademarks  of  Maserati  SpA. 


OnlineContents 


HOME  PAGE  FOR  THE  WORLD'S  BUSINESS  LEADERS 


HOME  E 


H    MARKETS   ENTREPRENEURS   LEADERSHIP    PERSONAL  FINANCE    FORBESLIFE    LISTS  OPINIONS 


VIDEO  HIGHLIGHTS 
Davos  Downloaded. 

Camilla  Webster's 
inside  look  at  the  great 
and  the  good  gath- 
ered for  the  World 
Economic  Forum  in  Switzerland. 

Michael  J.  FOX.  The  actor  discusses 
his  personal  crusade  against  Parkin- 
sons disease. 

StreetTalk  With  Bob  Lenzner. 

Derek  van  Eck,  portfolio  manager  of 
the  Van  Eck  Global  Hard  Assets  Fund, 
predicts  gold  will  reach  $3,000  an 
ounce  and  picks  mining  stocks. 

SportsMoney. 

Mike  Ozanian  goes 
inside  the  huddle 
with  former  New 
York  Giants  quarter- 
back great  Phil  Simms. 

Adventurer  With  Jim  Clash.  We  re 

member  Sir  Edmund  Hillary,  who  tells 
in  his  own  words  what  it  was  like  to  be 
first  to  reach  the  top  of  Mount  Everest. 

Notes  on  the  News.  Topical  com- 
mentary from  Forbes.com  editor  Paul 
Maidment  each  Monday  morning. 

Each  business  day:  Five  bulletins  of 

the  latest  company  and  market  news. 

See  our  full  program  guide  at 
www.forbes.com/video. 


ENTREPRENEURS 


Most  Profitable 
Businesses  to  Start 

By  Maureen  Farrell 

Who  cares  about  revenues  if  there's  nothing  left  over 
after  you've  generated  them?  With  the  help  of  Sageworks, 
a  Raleigh,  N.C.  private-company-data  provider, 
Forbes.com  has  divined  the  ten  most  and  least  profitable 
types  of  businesses — on  a  pretax  basis — that  hungry 
entrepreneurs  might  hope  to  launch.  The  data  are  based 
on  financial  statements  from  nearly  100,000  companies, 
most  with  sales  under  $10  million,  bucketed  according 
to  IRS  classifications.  Two  clear  conclusions:  Specialized 
training  pays  off,  making  tortillas  does  not.  To  read  this 
story  and  all  our  advice  for  business  owners,  go  to 
www.forbes.com/entrepreneurs. 


Recession  Risk  Watch.  Is  the  U.S.  facing  a 
recession?  Is  the  gloom  overdone? 
National  Editor  Robert  Lenzner  leads 
our  debate.  Add  your  two  cents  at 
www.forbes.com/recession. 


MIDAS  LIST 

For  the  complete  Midas  100  List  and 
details  on  what  the  world's  most  suc- 
cessful venture  capitalists  are  investing 
in  now,  visit  www.forbes.com/midas. 

FAST  TECH 

Online:  expanded  coverage  of  this 
issue's  25  Fastest-Growing  Technology 
Companies,  including  bargains  and 
stocks  with  a  strong  Beltway  angle. 
Plus:  15  rising  stars  that  missed  this 
year's  list,  but  not  by  much. 

FORBES  ASIA 

Toy  Story.  Francis  Choi,  one  of  the 
Chinese  manufacturers  caught  up  in 
the  recall  of  Mattel  products,  is  in  fact 
thriving — thanks  to  real  estate.  Plus  the 
rest  of  Hong  Kong's  40  Richest. 


Stock-Picking  Community 

Share  stock  ideas,  track  the  best 
performers  and  learn  how  to 
be  a  better  investor. 
http://stocks.forbes.com/. 


Have  Your  Say.  Articles  on 
Forbes.com  let  you  join  the 
conversation  by  posting  comments 
and  rating  our  stories. 

Forbes  Lists.  Find  expanded 
versions  of  our  annual  lists  plus 
dozens  of  Web-only  ones. 


•  Search  Our  Archive.  Print, 
download  and  e-mail  articles. 

•  Share  the  Experience.  Check 
our  lists  of  the  most  read  and 
most  e-mailed  stories,  as  well 
as  the  most  searched  terms,  by 
fellow  readers  of  Forbes.com. 

•  Web  Clips.  FORBES  editors  share 
the  best  pieces  they  find  on  the 
Web  each  day.  Look  for  the  green 
Clips  From  Around  the  Web  boxes 
on  our  site. 


'  Build  Your  Own  Forbes. 

Get  RSS  feeds  using  any  search 
keyword,  or  select  from  our  list 
of  FORBES  authors,  topics,  tickers 
and  names  in  the  news. 

1  Forbes  Attache.  Personalized 
news  and  your  pick  of  your 
favorite  FORBES  writers,  stock 
quotes,  sports  and  more. 

1  Stay  Current.  Sign  up  for  free 
e-mail  alerts  on  people,  companies 
and  topics  of  interest. 


•  Widgets.  Add  FORBES  content 
to  your  Facebook,  MySpace, 
Netvibes,  iGoogle  page  or  your 
own  Web  site. 


On  the  cover.  More  on  the  top  story 
of  this  and  every  issue  of  FORBES  at: 
www.forbes.com/coverstory. 

For  links  to  items  mentioned  on  this 
page:  www.forbes.com/extra. 

For  complete  contents  of  this  issue: 
www.forbes.com/forbes. 


10      FORBES     FEBRUARY  1 1 ,  2008 


Ease  of  use.  No  software  to  buy,  no  hardware  to  maintain, 
no  hidden  costs...  just  business  applications  that  really  work. 
See  for  yourself  why  over  1,000,000  users  have  turned  to  the 
software-as-a-service  company,  www.salesforce.com 


Index 

COMPANIES  AND  PEOPLE  IN  THIS  ISSUE 


A,  8,  C 

AIG.81 
Accuray,  122 
Airbus,  25 
Akan,  Adrian,  80 
Alam,  Hasan,  58 
Aldi,  80 
Amazon,  37,  51 
American  Apparel,  116 
American  Express,  120 
Ameritel,  32 
Anguiano,  Hope,  I  I 
Anheuser-Busch,  124 
Apple  Computer,  32,  120 
Ararat,  Melsa,  81 
Arch  Venture  Partners,  59 
Arctic  Oil  &  Gas,  28 
Armstrong,  Lance,  86 
AstraZeneca,  109 
Audit  Integry,  72 
BEA  Systems,  68 
BIM,  80 

Bandukwala,  Shez,  72 
Banister,  Cyan,  60 
Banister,  Scott,  60 
Bank  ot  America,  1 18 
Bassett  Furniture,  51 
Battery  Ventures,  71 
Berkshire  Hathaway,  49 
Bernanke,  Ben  S.,  38 
Bertolini,  Robert,  90 
Bhusri,  Aneel,  78 
Biogen  Idee,  64 
Bloom  Energy,  72 
Bluestone,  Jeffrey,  64 
Boeing,  25 
Bom,  Anton,  109 
Bork,  Robert  H.,  14 
Boulder  Ventures,  58 
Brill,  Sharon  Anne,  44 
Brown,  David,  88 
Buffett,  Warren,  48 
Bulanti,  Gary,  68 
Bulldog  Financial,  1H 
Burlington  Northern 

Santa  Fe,  120 
Burton -Wells,  51 
Bush,  George  W,  19 
CF  industries,  116 
CIT  Group,  118 
CME  Group,  118 
CNA  Financial,  51 
Cailleteau,  Pierre,  40 
Caldwell,  James,  109 
Califf,  Robert,  90 
Canterbury  Holdings,  28 
Carat,  44 

Carey,  Hannah,  58 
Chaddha,  Navin,  78 
Chamberlain,  Paul,  78 
Chao,  David  Katsujin,  78 
Cheriton,  David,  74 
China  Digital  TV  Holding,  122 
Cisco  Systems,  60 
Citigroup,  34 
Cognizant  Technology 

Solution,  72 
Converse,  87 


Conway,  Ronald,  78 
Cramer,  Jim,  1 16 

Credit  Suisse  First  Boston,  71 
Cunard  Cruise  Lines,  25 

BJJ 

DCM,  78 

Del  Bianco,  Steven,  68 

Dell,  37 

Denson,  Charles,  87 

Deutsche  Bank,  28 

Discovery  Communications,  46 

Docrr,  L.  John,  71 

Dogan,  Aydin,  81 

Draper  Fisher  Jurvetson,  68,  71 

DreamWorks  SKG,  46 

Dreessen,  David,  71 

EMC,  37 

EPR- Technologies,  59 
Edwards,  John,  27 

Eplanet  Ventures,  78 
Equinix,  37 

Erdogan,  Recep  Tayyip,  80 

Erealty.com,  68 

Evdi,  80 

Facebook,  60 

Fannie  Mae,  1 18 

Federal  Express,  116 

Fidelity  investments,  124 

First  Solar,  71 

Flagship  Global  Health,  28 

Focus  Media,  122 

Foot  Locker,  87 

For  You,  81 

Force  Protection,  122 

Ford,  William,  74 

Ford  Motor,  25,  49 

Fownes  Brothers  &  Co.,  51 

Freddie  Mac,  118 

SJBJ 

GMO,  52 

Garcia,  Marcos,  42 
Genentech,  64 
General  Atlantic,  74 
General  Motors,  25,  49 
Gillis,  Thomas,  60 
GlaxoSmithkline,  62 
Goguen,  Michael,  71 
Goldman  Sachs  Group,  78 
Gonzalez,  Denis,  114 
Google,  37,  120 
Granite  Global  Ventures,  78 
Grundfest,  Joseph,  40 
Grantham,  Jeremy,  52 
Greylock  Partners,  78 
Grimes,  Michael  D.,  78 
Grosser,  Adam,  71 
Giuliani,  Rudi,  20 
Hammer,  Bonnie,  44 
Hammond,  William,  42 
Harrington,  Katharine,  34 
Hassan,  Fred,  88 
Henderson,  Eric,  114 
Hewlett-Packard,  37 
Hiberna,  58 
Hjellum,  Wilma,  34 
Hollinger  International,  49 
Home  Inns  8c  Hotels 
Management,  122 


Honda  Motor,  25 
House  of  Hoops,  87 
Huckabee,  Mike,  28 

IBM,  37 

Iconix  Brand  Group,  86 
Ikaria  Holdings,  58 
Index  Ventures,  78 
Insel,  Richard,  64 

iShares,  124 

J.K.L 

Jackson,  Alan,  42 
Jackson,  Bo,  87 
Jamal,  Asad,  78 
Jobs,  Steve,  32 
S.C.  Johnson,  32 
Johnson  &  Johnson,  64 
Johnson-Leipold,  Helen,  32 
Kaul,  Samir,  71 
Kellogg,  124 
Kelman,  Glenn,  66 
Kennedy,  Edward,  34 
Kheng  Nam  Lee,  78 
Khosla,  Vinod,  71 
Kilian,  Lutz,  38 
Kleiner  Perkins  Caufield 

&  Byers,  71 
Knapp,  Sean,  37 
Knight,  Philip  H.,  84 
Kochanek,  Patrick,  58 
Kogan,  Richard  Jay,  109 
Kudlow,  Larry,  27 
Laika  Entertainment,  87 
Lazard, 1 16 
Lee,  Aileen,  71 
Lee,  Bryce,  71 
Lefer,  David,  59 
Lehman  Brothers,  51 
Leipold,  Craig,  32 
Levitt,  Jamie,  40 
Lilliputian  Systems,  72 
Eli  Lilly,  62 
Lindsey,  Larry,  19 
Loews,  51,  118 
Lowry,  Rich,  27 
Lucas,  Deborah,  34 

M.N.O 

MacroGenics,  62 

Madison  Dearborn  Partners,  78 

Madrona  Venture  Group,  68 

Marsh,  40 

Marshall  Wells,  49 

Matrix  USA,  116 

Mayfield  Fund,  78 

Merck  8;  Co.,  88 

Meyer,  Ron,  46 

Miasole,  72 

Microsoft,  37,  60 

Milberg  Weiss,  40 

Minnesota  Sports 

8c  Entertainment,  32 
Mohr  Davidow  Ventures,  71 
Moody's  Investors  Service,  40 
Morales,  Alberto,  42 
Morgan  Stanley  78 
Moritz,  Michael,  74 
Morrison  8c  Foerster,  40 
Motorola,  71 
Mozy,  37 


Naegele,  Robert  Jr.,  32 

NBC-Universal,  44 

Nevruz,  Yasar,  80 

New  Century  Financial,  120 

New  York  Times  Co.,  37, 120 

News  Corp.,  60 

Ng,  Thomas,  78 

Nike,  14,  83 

Nissen,  Steven,  90 

NovaGold  Resources,  32 

Novartis,  124 

Nth  Power,  71 

Obagi  Medical  Products,  122 
Omrix  Biopharmaceuticals,  122 
O'Neil,  Daniel,  54 
Ooyala,  37 
OptionsXpress,  54 
Ozyegin,  Murat,  81 

P.O.R 

Papa  John's  Pizza,  44 
Papadopoulos,  Greg,  37 
Parker,  Mark  G.,  82 
Pennington,  Thomas,  114 

Penthouse  Media  Group,  60 
Perez,  William,  84 
Perle,  Richard,  81 
Perry,  James,  78 

Petrol  Ofisi,  81 
Petty,  Susan,  72 
Pfizer,  44,  88 
Pharmacia,  109 
Pilgrim,  Lonnie,  42 
Pilgrim's  Pride,  42 
Alain  Pinel  Realtors,  68 
Polo  Ralph  Lauren,  120 
Powell,  Matthew,  87 
PowerShares,  124 
Priceline.com,  122 
Pricewaterhouse- 

Coopers,  80,  109 
Prudential  Investments,  68 
Rackspace,  37 
Ragan,  Christopher,  46 
Rascoff,  Spencer,  37 
Redfin,  66 
RedHat,  37 

Redington,  Andrew,  58 
Reilly,  Kevin,  46 
Rimer,  Daniel,  78 

Rohatyn  Group,  81 
Roth,  Mark,  58 
Rosensweig,  Jeffrey,  38 

S.T.U 

SLM,  34 
SNL  Kagan,  46 
Sabah  Group,  81 
SanDisk,  37 
Sandoz,  109 
Saunders,  Brent,  109 
Scalzi,  Daniel  T.,  116 
Schenley  Industries,  51 
Schering-Plough,  88 
Schlesinger,  Mark,  109 
Schloss,  Anna,  49 
Schloss,  Edwin,  48 
Schloss,  Walter,  48 
Charles  Schwab  8c  Co.,  66 
Scott,  Riley,  114' 


Selipsky,  Adam,  37 
Sequoia  Capital,  71 
Shanley,  John,  86 
Shriram,  Ram,  74 
Skyler,  Jay,  62 
Slater,  Todd,  116 
Snider,  Stacey,  46 
Sonsini,  Lawrence,  74 
SportsOneSource,  87 
Sridhar,  K.R.,  72 
Standard  &  Poor's,  40 
Staples,  118 
Sterling,  Bruce,  28 
Stupak,  Bart,  90 
Sun  Microsystems,  37,  74 
Suntech  Power,  71 
Susquehanna  Financial 

Group,  86 
Synaptics,  122 
Synchronoss 

Technologies,  122 
TNS  Media  Intelligence,  86 
Tang,  Kenny,  20 
Taylor,  Allen  J.,  109 
Technology  Partners,  71 
Tedi,  80 

Teece,  David  J.,  28 
ThinkEquity  Partners,  72 
Thomas,  Jacob,  28 
Tisherman,  Samuel,  58 

Todai,  27 
Tolerx,  62 

Totosaus-Rodriguez,  Daniel,  42 

Toyota  Motor,  25 
Tweedy,  Browne,  52 
UST,  120 

Universal  Pictures,  46 

v.w 

Value  Line,  49 

Van  Nieuwenhuyse,  Rick,  32 

Vanguard  Group,  54 
Vassallo,  Trac,  71 
Venrock,  59 
Villarreal,  Reyna,  42 

Vivendi,  46 

von  Bechtolsheim,  Andreas,  74 

Wachovia,  118 
Wal-Mart  Stores,  19,  86 
Washington  Mutual,  118 
Weintraub,  Howard,  109 
Wilson  Sonsini  Goodrich 

8c  Rosati,  74 
Winfrey,  Oprah,  46 
Wood,  Susan,  90 
Woodruff,  Jon  A.,  78 
Woods,  Tiger,  86 
Wm.  Wrigley  Jr.,  84 
Wyeth  8c  Co.,  90 

X.Y.Z 

Yahoo,  37,  51 
Yavuz,  M.  Hakan,  81 
Yeoh,  Ruth,  20 
Yetisen,  Can,  81 
Yum  Brands,  124 
Zapsu,  Aziz,  80 
Zapsu,  Cuneyd,  81 
Zhang,  Frank,  28 
Zillow,  37 
Zivity,  60 


FORBES  is  published  biweekly,  monthly  in  June,  with  an  extra  issue  in  April,  September  and  October,  by  Forbes  LLC,  60  Fifth  Avenue,  New  York,  NY  10011.  Subscriptions:  U.S.A.,  one  year  $59.95.  Canada,  one  year 
C$89.95  (includes  GST).  Forbes  Subscriber  Serviceis  available  online.  To  subscribe,  change  your  address,  or  for  other  assistance,  please  visit  www.forbes.com/customer  service.  Or  write  Forbes  Subscriber 
Service,  P.O.  Box  5471,  Harlan,  IA  51593-0971.  Or  call  1-515-284-0693  To  purchase  back  issues  of  Forbes  magazine,  call  1-212-367-4141 

Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  222  Rosewood  Dr,  Danvers,  MA  01923,  to  photocopy  articles  owned  by  Forties  for 
a  flat  fee  of  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume,  and  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or 
internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes  without  express  permission  of  Forties  or  the  copyright  owner  is  expressly  prohibited. 

To  order  reprints,  call  212-620-2399  or  fax  212-206-5118  or  e-mail  reprints@forbes.com  (minimum  order  500);  to  request  permission  to  republish  an  article,  call  212-620-1819  or  fax 
212-206-51 18.  Reprints  reproduced  by  others  are  not  authorized. 


12      FORBES      FEBRUARY  1 1,  2008 


"ballon 


Ca/tie 


Polished  stainless  steel  42  mm  case. 

Self-winding  mechanical  movement, 
Cartier 'calibre  049  (21  jewels,  28'800  vibrations 

per  hour),  date  aperture.  18K  yellow  gold 
fluted  crown.  Silvered  opaline  guilloche  dial-. 

Rounded  seratchproof. sapphire  crystal. 
Steel  and  18K'vd!ovv'gold  bracelet. 


Cartier 


1-800-cartier  -  www.cartier.com 


Forbes 


Side  Lines 


Editor 

William  Baldwin 

Executive  Editor  and  Editor,  Forbes.com 

Paul  Maidment 

Executive  Editor  and  Editor,  Forbes  Asia 

Tim  W.  Ferguson 
Deputy  Managing  Editors 

Stewart  Pinkerton,  Tom  Post 
Assistant  Managing  Editors:  Steve  Kichen,  Larry  Reibstein,  Bruce  Upbin, 
Melanie  Wells 

Art  and  Design  Director:  Robert  Mansfield 
Editorial  Counsel:  Kai  Falkenberg 

Editorial  Director,  Foreign  Editions:  Katarzyna  Wandycz  Moreno 
Editorial  Director,  Forbes  Asia:  Karl  Shmavonian 
National  Editors:  Robert  Lenzner,  Michael  K.  Ozanian 

Senior  Editors:  Susan  Adams,  William  P.  Barrett,  Phyllis  Berman,  Alan  Farnham, 
Daniel  Fisher,  Russell  Flannery  (Shanghai),  Lea  Goldman,  Luisa  Kroll, 
Robert  Langreth,  Larry  Light,  Daniel  Lyons,  Robyn  Meredith  (Asia), 
Richard  C.  Morais,  Matthew  Schifrin,  Merrill  Vaughn,  Neil  Weinberg 
Contributing  Editors:  Justin  Doebele,  Lydia  Forbes,  Dennis  Kneale,  Joshua  Levine, 
Dana  Wechsler  Linden,  Toni  Mack,  Stephen  Manes,  Richard  Phalon,  Dan  Seligman, 
Mark  Tatge 

Associate  Editors:  Kurt  Badenhausen,  Scott  Bistayi,  James  M.  Clash,  Bernard  Condon, 
Ashlea  Ebeling,  Mary  Ellen  Egan,  Jonathan  Fahey  (Detroit),  Matthew  Herper, 
Nikhil  Hutheesing,  Deborah  Markson-Katz,  John  Koppisch,  Michael  Maiello, 
Matthew  Miller,  Chana  R.  Schoenberger,  Carol  Smillie,  Nathan  Vardi,  Penelope  Weiss 
Staff  Writers:  Monte  Burke,  Carrie  Coolidge,  Allison  Fass,  Susan  Kitchens, 
Tatiana  Serafin,  David  Whelan 

Senior  Reporters:  Andy  Stone,  Deputy  Chief;  David  Armstrong,  Kiri  Blakeley, 
Heidi  Brown,  Helen  Coster,  Elizabeth  D.  Gravitt,  William  Heuslein,  Dirk  Smillie 
Reporters:  Megha  Bahree,  Matthew  Craft,  AJex  Davidson,  Zack  O'Malley  Greenburg, 
Asher  Hawkins,  Peter  Hoy  Devon  Pendleton,  David  K.  Randall,  Emily  Schmall, 
Chaniga  Vorasarun 

Editorial  Assistants:  Michele  Anderson,  Suzanne  Dottino,  Lucretcia  McFadden, 
Lauren  Streib 

Washington  Bureau:  Janet  Novack,  Manager;  Andrew  T.  Gillies,  Deborah  Orr, 
Matthew  Swibel,  Associate  Editors;  Cristina  von  Zeppelin,  Soyoung  Ho 
West  Coast:  Scott  Woolley,  Manager;  Dorothy  Pomerantz,  Staff  Writer; 
Evan  Hessel,  Peter  C.  Beller 

Silicon  Valley:  Quentin  Hardy,  Manager;  Elizabeth  Corcoran,  Kerry  A.  Dolan, 
Zina  Moukheiber,  Senior  Editors;  Victoria  Barret,  Erika  Brown,  Associate  Editors; 
Claire  Cain  Miller 

Midwest:  Stephane  Fitch,  Manager;  Emily  Lambert,  Christopher  Steiner;  Joann  Muller, 
Manager  (Detroit) 

Southwest:  Christopher  Helman,  Manager 
Pacific:  Tim  Kelly,  Manager;  Kiyoe  Minami  (Tokyo); 
Gady  A.  Epstein,  Manager  (Beijing) 

Columnists:  Laszlo  Birinyi  Jr.,  Marilyn  Cohen,  David  Dreman,  Ken  Fisher, 

Jerry  Flint,  James  Grant,  Steve  H.  Hanke,  Lisa  W.  Hess,  Peter  Huber,  Richard  Lehmann, 

John  W.  Rogers  Jr.,  A.  Gary  Shilling 

Art  Department:  Ronda  Kass,  Deputy  Art  Director;  Charles  Brucaliere, 
Anton  Klusener,  Senior  Associate  Art  Directors;  David  Lada,  Wylie  Nash, 
Steven  Ramos,  Associate  Art  Directors;  Michele  Hadlow,  Senior  Photo  Editor; 
Stephen  Aviano,  Meredith  Nicholson,  Janice  Pikey,  Photo  Editors;  Leslie  Kippen, 
Contributing  Photo  Editor;  Gail  Toivanen,  Special  Photography  Projects  and  Research; 
Robin  Regensburg,  Traffic 

Digital  Imaging:  Mark  Decker,  Director;  Richard  Nobile,  Assistant;  Rochelle  Hauck, 

Elena  Torres;  Carmen  Ramos,  Migdalia  Barreto,  Joseph  O'Connell 

Statistics:  Scott  DeCarlo,  Editor;  Shlomo  Reifman,  Deputy  Editor;  Ann  C.  Anderson, 

Senior  Editor;  Jack  Gage,  John  J.  Ray,  Brian  Zajac,  Associate  Editors;  Jon  Bruner, 

Paul  M.  Murdock,  Andrea  D.  Murphy,  Peter  J.  Schwartz,  Christina  Settimi,  Researchers 

Director  of  Editorial  Programming:  Mitchel  Rand;  John  Chamberlain, 

Senior  Programmer;  Carl  Subick 

Copy  Desk:  Susan  R.  Goldberg,  Richard  Hyfler,  Kathryn  Kuchenbrod,  Suzanne  O'Neill, 
Craig  Silver 

Information  Center:  Clarita  Jones,  Susan  Radlauer,  Information  Specialists; 
Jacqueline  Daniel,  Inga  Moody,  Staff 

Manufacturing  and  Production:  Mary  S.  Nemeth,  Director  of  Manufacturing; 
Meghan  Casserly,  Michelle  Ciulla,  Casey  Clifford,  James  Morrow,  Johanna  Prentki, 
Sara  Siragusa;  Joanna  Mikolajczuk,  Production  Manager,  Forbes  Asia 
Information  Technology:  Louie  Torres,  Filipe  Carreira,  Directors;  Peter  Menoni, 
Carolyn  Agro-Buonocore,  Esad  Becaj,  Philip  Blake,  Chhay  Chhun,  Gabriel  Chiong, 
Rafael  Diaz,  Joseph  Lodato,  Adalberto  Rodriguez,  Dmitri  Slavinsky 
Online:  Dan  Bigman,  Michael  Noer 
FOUNDED  IN  1917 

B.C.  Forbes,  Editor-in-Chief  (1917-1954) 

Malcolm  S.  Forbes,  Editor-in-Chief  (1954-1990) 

James  W.  Michaels,  Editor  (1961-1999) 

PAID  CIRCULATION  OVER  900,000   Printed  in  U.S.A. 


Imelda 
Marcos 
Inc. 

IT'S  GETTING  WAY  TOO  -  \ 

hard  these  days  to  shop  for 
shoes.  For  this  sorry  state  of 
affairs  you  can  thank  some- 
thing done  by  a  bunch  of 
dimwitted  lawyers  in  1911. 

The  problem  is  the  high  num- 
ber of  choices,  which,  as  psychologists 

have  recently  established,  is  bad  for  human  happiness. 
Monte  Burke  informs  us  (p.  82)  that  Nike  has  13,000  different 
items  in  its  catalog.  You  spend  a  lot  of  time  deciding  what  style  of 
sneaker  you  want  and  then  find  the  store  doesn't  have  it  in  your 
size.  This  is  a  source  of  angst  and  discontent. 

I  recently  went  shopping  in  a  Kingston,  N.Y.  mall  and,  to 
make  matters  simple,  told  the  sales  clerks  that  I  had  to  have 
Nikes,  and  not  basketball  shoes.  Between  them  the  first  two 
stores  had  12  models  to  choose  from,  including  the  Air  Code,  Air 
Monarch,  Air  Persistence,  Air  Tri-D  Run  and  a  Dart  IV  Plus.  A 
few  paces  away  was  a  store  with  the  Air  VXT  II,  Air  Definition, 
Air  Copious  and  Dart  V  Extra.  Then  a  store  offering  the  Air 
N'Sight  II,  Air  Xcceleration,  Air  Alvord  and  Air  Max  Assail.  The 
last  outlet  I  visited  had  Air,  Air  Max  Light,  Air  Max  360,  Air  Tur- 
bulence and  Air  Assault.  Which  is  better  for  attacking  someone, 
the  Assault  or  the  Assail?  My  head  was  spinning. 

Here's  what's  going  on.  Nike  wants  as  many  outlets  as  possible 
selling  its  shoes,  but  it  doesn't  want  them  beating  each  other  up 
on  price.  To  thwart  comparison  shoppers,  it  gives  each  store  its 
own  bunch  of  models  (I  saw  29).  Result:  logistic  chaos,  waste  and 
inefficiency. 

There's  an  easier  way:  Let  manufacturers  dictate  retail  prices 
of  their  own  goods.  A  lot  of  them  would  do  just  that  if  not  for  a 
1911  Supreme  Court  decision  decreeing  such  arrangements  to  be 
"price  fixing"  and  therefore  wicked.  But,  as  Robert  H.  Bork 
pointed  out  30  years  ago,  consumers  are  better  off  when  manu- 
facturers have  the  option  to  control  prices  and  thus  force  resellers 
to  compete  instead  on  quality  of  service  and  depth  of  inventory. 
If  you  don't  like  the  price,  you  buy  Adidas. 

Neither  jurists  like  Bork  nor  intelligent  economics  find  favor 
in  Washington,  D.C.,  and  so  we  have  a  world  of  silly  product  dis- 
tinctions. Last  year  the  Supremes  backed  away  from  the  old 
precedent,  but  they  did  not  so  much  give  manufacturers  pricing 
freedom  as  give  lawyers  more  freedom  to  argue  over  what's  legal. 
Expect  another  97  years  of  waste. 

EDITOR 
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The  Siemens  answer:  The  intelligent  factory. 

Intelligent  factories  combine  virtual  product  planning  with  factory  automation,  resulting  in  an  almost  limitless 
manufacturing  flexibility.  Siemens  can  help  industries  simulate  every  aspect  of  production,  from  product  design 
to  production  lines,  logistics  and  maintenance.  Smarter  factories  mean  better  products  at  better  prices  for 
everyone,  www.siemens.com/answers 


Answers  for  industry. 
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Clairvoyant  Columnist 

The  extrasensory  perception  that  Jerry  Flint  demonstrates  in  predicting  the 
future  of  automobile  technology  defies  American  perseverance  ("I'm  Breaking 
Your  Heart,"  Jan.  28,  p.  48).  The  fact  that  the  automobile  industry  has  been 
mandated  to  have  cars  and  trucks  average  35  miles  per  gallon  by  2020  is  com- 
mendable. If  manufacturers  are  unable  to  comply,  Congress  will  be  forced  to 
amend  the  law.  Without  this  type  of  congressional  action,  there  would  be 
little  motivation  for  the  automobile  industry  to  improve  fuel  efficiency. 

DAVID  PLACHER 
Baltimore,  Md. 

Mr.  Flint  states  that  the  laws  of  physics  will  prevent  us  from  averaging  35mpg 
by  2020  but  cites  no  laws  of  physics  to  back  up  his  opinion.  The  first  time  I  was 
in  Germany,  1998,  I  drove  a  diesel  Audi  A6.  I  drove  it  hard  and  long  on  the 
Autobahn  with  my  family  of  five — and  averaged  more  than  40mpg.  The 
diesels  have  gotten  much  better  since  then.  For  the  last  six  months  the  city  of 
Diisseldorf  has  been  mixing  water  into  diesel  fuel  for  some  city  buses.  The 
vaporization  pressure  of  the  water  actually  helps  drive  the  pistons  and  the 
diesel  burns  cleaner  (with  the  help  of  a  special  surfactant).  As  we  regain  our 
sanity  with  car  size,  the  only  exception  will  be  commercial  trucks.  We  can 
indeed  have  95%  of  our  vehicles  averaging  over  40mpg  before  2020. 

STEVE  DONDLINGER 
Edina,  Minn. 


Power  Play 


Electric  power  cannot  be  coupled 
between  an  auto  battery  and  the  power 
grid  without  experiencing  losses  ("A 
Light  Bulb  Goes  On,"  Jan.  7,  p.  100). 
There  are  serious  inefficiencies  if  a  car 
battery  is  used  as  a  temporary  tap-in 
source  for  a  power  company  during  its 
peak  hours.  Even  if  the  resistance  were 
as  low  as  0.001  ohms,  the  two  equivalent 
efficiencies  would  be  no  better  than 
95.8%  and  96% — meaning  the  auto 
owner  could  net  about  $0.03  for  a  45- 
minute  hookup. 

WILLIAM  LYNCH 
Apex,  N.C. 

Touchy  Subject 

"Me  and  My  Secretary"  (Nov.  26,  2007, 
p.  42)  goes  to  show  that  you  do  not 
have  to  be  intelligent  to  be  rich,  just 
disingenuous.  Mr.  Golisano  compares 
apples  to  oranges  in  dodging  the  issue; 
the  inheritance  tax  referred  to  by 


Messrs.  Ruffin  and  Catsimatidis  is  not 
germane  to  Mr.  Buffett's  wager  and 
really  has  nothing  to  do  with  their 
marginal  tax  rate.  Mr.  Fisher,  all  but 
the  poor  pay  state  income  tax — 
provided  your  state  levies  one.  Mr.  Buf- 
fett's wager  obviously  hit  a  nerve  with 
these  guys. 

BRIAN  SHUGART 
Alpine,  Tex. 

Bond  Bungle 

In  the  cover  story  box  "How  to  Be  a 
Bond  Bear"  (Jan.  28,  p.  69)  we  incorrectly 
said  that  the  repurchase  of  certain  bonds 
would  result  in  gains  taxable  at  that  time 
as  ordinary  income.  In  fact,  this  trans- 
action would  produce  additional  interest 
income  taxable  at  a  later  time. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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even  thousands,  every  year. 


TYPICAL  BUSINESS  PRINTER  KYOCERA  PRINTER 


Then  are  you  going  to  make  your  move? 


Dur  business  is  using  typical  business  printers,  you're  typically  spending  a  lot  more  than  you 
!d  to.  And  a  low  up-front  price  may  lookgood,  until  you  see  the  operating  costs  of  consumables 
I  service.  Kyocera's  long-life  consumables  and  unique  printer  technology  dramatically  lower 
ts.  How  much  can  you  save?  The  TCO  Tracker  -  developed  by  Kyocera,  with  price  information 
ed  upon  data  provided  and  verified  by  an  independent  authority  within  the  IT  industry  -  lets 
i  compare  your  current  printer's  running  cost  to  a  comparable  Kyocera  printer.  The  savings 
ild  be  hundreds,  even  thousands,  per  year.  To  find  out  how  much  your  business  can  save,  visit 
v  the  TCO  Tracker,  then  make  your  move  to  Kyocera. 

C*  TCO 
RACKER     Visit:  www.kyoceramita.com 

J  Calculate  your  cost  today,  save  tomorrow. 


's  performance  is  simulated.  Cost  savings  are  for  similar  size  printers  having  tomparable  prints-per-minute,  paper  size,  memory,  processor  speed  and  rated  print  volume,  and  are  based  upon 
issumptions.  Actual  cost  savings  will  vary.  See  online  ICO  Tracker  at  www.kyoceramita  .com  for  assumptions  and  details  underlying  specific  cost  savings  calculation  for  particular  comparable  printers. 

KYOCERA  MITA  CORPORATION.  KYOCERA  MITA  AMERICA,  INC.  "People  friendly,"  "The  New  Value  Frontier."  the  Kyocera  "smile"  and  the  Kyocera  logo  are  trademarks  of  Kyocera. 


The  New  Value  Frontier 

:8  i<y  DCERa 


15  THE  NEW  LUXURY. 


WH 


The  Acura  R|_.  So 


mtelliger 
command  V\ 


voice-activat< 
Surround  Snm 


just  for 


you. 


3  vJd  ^°Ur        P^erence.  So  advanced,  it  responds 

h  real  T  /«    ^  ff0m  its  available 

n,  in  a  .  alertS' t0  itS  fuU*  inteSrated  Base* 

g  n  a  luxury  car  that  feels  as  though  it  were  designed 
-ura.com  or  call  1-800-To-Acura  AH-  • 

Acurc  Advancing  control. 


andc 


ACURA 


ADVANCE. 


I  Wive  o 


act  and  Comment 


y  Steve  Forbes,  Editor-in-Chief 
Vith  all  thy  getting  get  understanding." 


It's  the  Dollar,  Stupid  (and  Taxes,  Too) 


1-OH.  WASHINGTON  WANTS  A  STIMULUS  PACKAGE  TO  REJUVE- 
ite  our  slowing  economy.  Usually  such  programs  are  full  of 
ce-sounding  but  wasteful  spending  initiatives,  as  well  as  tax 
eaks  that  have  a  weak,  one-shot  impact  on  the  economy, 
esident  Bush  should  therefore  offer  a  deal:  strong,  pro-growth 
easures  as  the  price  for  signing  off  on  the  usual  unproductive 
iff.  But  the  White  House  has  panicked  and  will  go  for  things 
at  won't  solve  the  problems  plaguing   EPVtajB  |  m 

.  The  President  should  recover  his 
rve  and  verve.  Otherwise,  he  will  blast 
ray  a  positive  economic  legacy. 

The  most  potent,  constructive 
edicine  would  be  for  the  Bush  Admin- 
ration  to  stop  its  Jimmy  Carter-like 
?akening  of  the  dollar.  A  feeble  dollar 
eans  inflation — witness  what's  hap- 
ned  to  commodity  prices  over  the  last 
jr  years,  the  most  prominent  being  oil, 
lich  has  almost  quadrupled  in  price, 
lis  ain't  a  case  of  supply  and  demand.  Four  years  ago  an  ounce 
gold  would  buy  you  roughly  12  barrels  of  oil;  an  ounce  today 
>uld  get  you  roughly  10  barrels— that's  hardly  a  300%  real  price 
:rease.  A  weak  dollar  also  brings  about  economic  distortions, 
ch  as  the  (now  disastrous)  subprime  mortgage  orgy.  President 
ish  should  announce  that  we  will  defend  the  dollar  and  make  it 
•onger.  The  Fed  should  announce  that  it  will  let  the  federal 
rids  interest  rate  float,  at  the  same  time  removing  some  of  the 
cess  money  it  created  in  2004-05. 

The  bottom  line:  No  strong  economy  has  a  weak  currency. 

An  additional  and  powerful  shot  in  the  arm  would  be  to 


George  Bush  in  2001  discusses  with  shoppers  his 
tax  rebates,  which  did  no  good  for  the  economy. 


make  permanent — and,  indeed,  deepen — the  tax  cuts  on  divi- 
dends and  interest  that  expire  in  2010.  Reduce  the  levy  on  divi- 
dends and  capital  gains  from  15%  to  10%  and  you'd  see  a  sharp 
boost  in  equity  markets,  as  well  as  in  consumer  and  business  con- 
fidence. Business  capital  outlays  would  boom,  as  would  entrepre- 
neurial startups. 

Former  Bush  economic  adviser  Larry  Lindsey  recently  came 
up  with  a  good  idea  in  the  Wall  Street 
Journal  to  unclog  the  tightening  credit 
arteries:  Allow  manufacturers  and 
retailers  to  open  up  their  own  in-house 
banks  or  financial  institutions  that  could 
borrow  and  lend  money.  These  entities 
could  make  loans  to  customers  that  now 
frightened  banks  are  increasingly  loath 
to  make.  Unfortunately,  approval  for 
this  type  of  entity  has  been  paralyzed  by 
the  fight  over  Wal-Mart's  attempt  to 
open  such  a  bank.  Unions  and  banks 
opposed  it,  and  the  proposal  has  languished. 

Congressional  Democrats  instinctively  oppose  things  that 
actually  facilitate  progress.  They'll  howl  that  all  of  these  propos- 
als are  a  giveaway  to  the  rich.  So  in  exchange  for  the  good  stuff, 
give  them  some  of  their  pet  projects  in  return;  for  example,  one- 
time rebates  of  the  kind  George  Bush  issued  in  2001  and  Gerald 
Ford  in  1975. 

The  Donkey  Party  will  want  some  other  programs,  such  as 
temporary  aid  to  states  for  housing  assistance.  These  things  are 
well  worth  the  price  for  the  short-  and  long-term  power  of  tax- 
rate  reduction,  sound  currency  and  unclogged  credit  arteries. 


Pernicious  Pretension 


HY  IS  THERE  AN  ALMOST  UNIVERSAL  DOGMA  THAT  GOVERN- 
ents  can  play  significantly  positive  roles  in  economic  activity, 
at  they  can  fine-tune  economic  activity  and  prevent  excesses 
id  cushion  downturns? 

Its  a  colossal  conceit,  and  one  that  does  immeasurable  harm. 
:onomies  are  not  like  engines  that  can  be  mechanically  manip- 
ated  to  run  better.  To  hear  all  the  chatter  about  tax  rebates,  for 
ample,  you'd  think  they  were  the  equivalent  of  recharging  your 
r's  dead  battery. 

In  fact,  its  usually  government  actions  that  cause  destructive 
onomic  troubles  and  excesses.  The  Great  Depression,  for 
stance,  is  always  cited  as  prima  facie  proof  as  to  why  we  need 
tive  government  involvement.  To  the  contrary,  government 


blundering  brought  on  the  disaster,  starting  with  the  Smoot-Haw- 
ley  Tariff  of  1929-30,  which  began  a  devastating  trade  war  that,  in 
turn,  dried  up  international  trade  and  flows  of  global  capital.  That 
horrible  error  was  compounded  in  the  U.S.  by  Herbert  Hoover's 
massive  tax  increase  to  balance  the  budget  in  1932.  Hoover 
thought  a  balanced  budget  would  revive  confidence.  Instead,  the 
deficit  ballooned,  as  the  high  taxes  deepened  the  slump.  Com- 
pounding Hoover's  errors,  Franklin  Roosevelt  retarded  recovery 
through  major  tax  increases  and  destructive  regulatory  meddling. 
For  the  first  and  only  time  in  our  history  a  recovery  didn't  sur- 
pass the  peak  of  the  previous  economic  expansion. 

The  horrific  inflation  that  racked  the  U.S.  and  most  of  the 
world  in  the  1970s  and  early  1980s  was  clearly  the  result  of  excess 
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Fact  and  Comment 


money  creation  by  the  Federal  Reserve,  abetted  by  other  central 
banks.  President  Richard  Nixon  cut  the  U.S.  dollar  from  gold  in 
1971,  and  central  banks  floundered. 

Today  the  weak  dollar  is  roiling  financial  markets  and  hurt- 
ing our  economy. 

As  for  the  cures  for  economic  contractions,  government 
spending  isn't  one  of  them.  Franklin  Roosevelt  repeatedly 
"primed  the  pump"  with  government  spending  and  job-creation 
programs  in  the  1930s— to  little  avail. 

Japan  repeatedly  enacted  stimulus  packages  during  its  15- 


year  quasi-recession,  from  the  late  1980s  to  the  early  part  of  the 
new  millennium— futilely. 

If  government  spending  was  the  way  to  wealth,  the  Soviet 
Union  would  have  won  the  Cold  War. 

What  governments  can  do  is  create  environments  in  which 
entrepreneurial  activity  can  flourish — a  sane  legal  system  with 
property  rights,  low  taxes,  sound  money  and  minimal  barriers  to 
doing  business.  But  rebates  and  "emergency"  spending  measures, 
or  the  Fed  playing  with  interest  rates  to  encourage  or  discourage 
economic  activity?  Bah,  humbug. 


Reagan  Would  Applaud 


ADDRESS  LABEL  HERE 


Your  Social  Security  number 
Spouse's  Social  Security  numt 


RUDY  GIULIANI  UNVEILED  A  TAX  CUT/TAX  SIMPLIFICATION  PRO- 
posal  recently  that  is  the  most  sweeping  and  exciting  since  the  days 
of  Ronald  Reagan.  The  personal  income  tax  rate  would  be  cut  sig- 
nificantly. The  corporate  tax  rate  would  be 
whacked  from  35%  to  25%,  and  the  capital 
gains  levy  would  be  reduced  by  a  third  to 
10%.  Capital  gains  would  also  be  indexed  for 
inflation — no  more  paying  taxes  on  phony 
gains.  There  would  be  tax-free  savings  vehi- 
cles for  individuals;  the  Alternative  Minimum 
Tax  would  be  indexed  for  inflation  and  ulti- 
mately eliminated;  and  the  death  tax  would  be 
buried  once  and  for  all.  An  eye-opening  fea- 
ture is  Giulianis  one-page  income  tax  form. 
If  you  wished,  you  could  literally  fill  out  your 
income  tax  return  in  less  than  20  minutes. 

While  not  a  pure  flat  tax,  this  is  an 
enormous  step  in  that  direction. 

Giuliani  recognizes  that  our  tax  on  busi- 
ness profits  is  now  the  second  highest  in  the 


Fair  And  Simple  Tax  Form 


2  Health  Care  Eiempton 

3  Personal  Exemption  i.  S3  WO  per  person) 
*  Merest  Paid  on  Home  Mortgage 

5  ChantaWe  Contnbutons 

6  Taies  paid  to  stale  and  local  government 

7  Taxable  Income 


B.  TsiOuec 

a.  10%of1»lS40K 

b.  15%  of  S40K 10SI50K 
e  30WamountoverS150K 

9  Child  Tax  Credit  ($1 .000  per  child) 
to.  Taxes  Already  Withheld 
11  Tai  Owed  or  Tax  to  be  Refunded 


developed  world  and  that  encouraging  risk  taking  by  reducing  the 
capital  gains  tax  burden  will  quicken  innovation.  He  also  knows 
that  tax  simplification  will  free  an  incalculable  amount  of  brain 
power  for  use  in  more  productive  pursuits. 

Can  Giuliani  get  this  done  with  the 
Democrats  likely  to  control  one  or  both 
houses  in  Congress?  His  record  as  Mayor  of 
New  York  City  offers  real  encouragement 
that  he  could  achieve  a  significant  chunk  of 
it.  Even  though  Democrats  controlled  the 
New  York  City  Council  by  a  45-to-6  margin, 
Giuliani  was  able  not  only  to  keep  spending 
below  the  rate  of  inflation  and  reduce  the 
size  of  the  city  bureaucracy  but  also  to  cut 
taxes  23  different  times,  including  the  city's 
income  tax  rates  by  23%  (which  led  to 
income  tax  receipts  going  up  nearly  50%). 
As  did  Ronald  Reagan,  Rudy  knows  how  to 
rally  public  opinion  and  to  negotiate  and 
horse-trade  with  his  political  adversaries. 


Subtotal  Taxes  Due  ■ 


One  How-To  and  One  Whodunit 


Cut  Carbon,  Grow  Profits:  Business  Strategies  for  Manag- 
ing Climate  Change  and  Sustainability — edited  by  Dr.  Kenny 
Tang  and  Ruth  Yeoh  (Middlesex  University  Press,  $80).  Con- 
cerned about  climate  change?  Then  you  will  find  this  book 
timely  and  useful.  The  editors  have  brought  together  essays  from 
numerous  experts  that  provide  an  overview,  as  well  as  more 
nitty-gritty  approaches  that  businesses  can  take  to  reduce  carbon 
dioxide  emissions  and  make  money  at  the  same  time.  Because 
their  examples  focus  on  the  bottom  line,  Tang  and  Yeoh  feel  these 
comprehensive  contributions  will  win  a 
growing  audience  in  corporate  executive  ^. 
suites,  not  only  in  Europe  and  the  U.S.  but 
also  in  Asia,  where  there  has  been  less 
green  consciousness.  A  number  of  the 
contributors  focus  on  real-life  examples  of 
various  corporate  actions  that  the  editors  , 
rightly  believe  will  be  powerful  persuaders 
and  models  for  other  policymakers  in  the 
corporate  world. 


T  is  for  Trespass — by  Sue  Grafton 
(G.P.  Putnam's  Sons,  $26.95).  Here's  a 
thriller  that  painfully  reminds  us  of 
how  vulnerable  many  of  us  will  become 
as  we  get  older  and  are  hit  with  chronic 
conditions  that  require  in-home  care. 
Grafton,  who  consistently  turns  out 
grade-A  novels,  has  outdone  herself 
with  her  latest. 

This  chilling,  poignant  tale  involves 
an  injured  89-year-old  man- who  ends  up  with  a  caregiver  who 
decides  to  kill  him  slowly  by  poisoning  his  food.  The  fellow  has 
only  one  known  relative,  who  is  far  away  and  doesn't  want  to  get 
involved.  The  scheming  caregiver,  as  she  has  done  with  other  vic- 
tims, shrewdly  knows  how  to  keep  the  elderly  man  isolated  from 
concerned  neighbors,  including  our  private-eye  heroine,  Kinsey 
Millhone.  We  get  Kinsey s  usual  first-person  case  account  but,  in 
a  shift  for  Grafton,  we  are  also  unnervingly  brought  into  the 
amoral  mind  of  the  villain.  F 
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Other  Comments 


Into  life  we  go,  from  youth  to  age,  gifted  with  the  power  to  make  of  our 
lives  what  we  can.  Many  things  fall  into  them  that  are  not  of  our  making,  hut 
our  response  to  all  that  comes  into  our  lives?  That  is  ours  alone. 

—BARBARA  CRAFIDN,  CeraniumFarm.org 


Bear  in  Mind  Freedom  and  democracy  on  many  occa- 
sions have  stood  perilously  alone  as  flickering  lights  on  a  continent 
made  dark  by  tyranny,  as  was  once  lonely  Britain  across  from  the 
Nazi-dominated  Europe,  or  as  is  present-day  Israel  surrounded  by 
Arab  dictatorships  and  the  barbarian  frenzy  of  radical  Islamists. 
When  freedom  fails,  as  once  the  France  of  Voltaire  and  Emile  Zola 
succumbed  to  the  Nazi  hordes,  the  lesson  is  obvious:  The  internal 
foes  of  freedom  have  succeeded  in  their  subversion.  It  is,  hence, 
worth  being  mindful  as  another  year  begins,  how  foolish  it  can  be 
taking  for  granted  democracy  and  freedom  when  enemies  stalk  them 
with  their  deadly  fangs  exposed. 

— SALIM  MANSUR,  Toronto  Sun 

Go  for  Growth  With  slower  economic  growth  raisins 
fears  of  a  recession,  Washington  is  abuzz  with  talk  of  economic 
stimulus  plans.  Congressional  leaders  are  discussing  a  proposal 
centered  on  tax  rebates.  Tax  rebates  don't  stimulate  the  economy. 
Cutting  tax  rates  does.  Simply  put,  low  tax  rates  encourage  new 
wealth  creation.  Tax  rebates  merely  redistribute  existing  wealth. 

Take  the  2001  tax  rebates.  Washington  borrowed  billions 
from  the  capital  markets  and  then  mailed  it  to  families  in  the 
form  of  $600  checks.  Predictably,  consumer  spending  temporar- 
ily rose,  and  capital/investment  spending  temporarily  fell  by  a 
corresponding  amount.  This  simple  transfer  of  existing  wealth 
did  not  encourage  productive  behavior.  The  economy  remained 
stagnant  through  2001  and  much  of  2002. 

It  was  not  until  the  2003  tax  cuts — which  instead  cut  tax  rates 
for  workers  and  investors — that  the  economy  finally  and  imme- 
diately recovered.  In  the  previous  18  months  business  investment 
had  plummeted,  the  stock  market  had  dropped  18%  and  the 
economy  had  lost  616,000  jobs.  In  the  18  months  after  the  2003 
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tax  rate  reductions,  business  investment  surged,  the  stock  mar 
ket  leaped  32%,  and  the  economy  created  5.3  million  new  jobs 
Overall  economic  growth  doubled. 

Both  economic  theory  and  practice  show  the  superiority  o 
tax  rate  reductions  over  tax  rebates. 

—BRIAN  M.  RIEDL,  Heritage  Foundation 
Washington  Time 

Politicians  and  Poseurs  If  our  reformers  realh 

want  to  end  the  nightmare  of  $100  million  primary  campaign: 
and  the  trashiness  of  this  primary  season,  they  will  bring  u: 
back  to  the  good  old  days  of  national  political  conventions  tha 
really  matter.  I  long  to  see  candidates  in  silly  hats  rather  than  ir 
silly  situations. 

— R.  EMMETT  TYRRELL  JR.,  founder  and  editor  in  chief 
American  Spectator,  in  New  York  Sw 

Climbing  the  Ladder  Is  the  middle  class  shrink 

ing?  [Apparently],  but  that's  good  news.  Some  of  the  presidentia 
candidates  are  bemoaning  the  decline  of  the  American  middli 
class.  The  common  assumption  behind  the  concern  is  tha 
middle-classers  are  falling  into  the  lower-income  brackets.  Bu 
according  to  economist  Stephen  Rose  in  the  Washington  Post,  th< 
percentage  of  households  making  more  than  $100,000  has  actu 
ally  doubled  over  the  past  30  years,  from  12%  to  24%.  By  contrast 
there  was  no  change  in  the  percentage  of  households  making  les 
than  $30,000  a  year.  Thus,  he  says  that  all  of  the  "decline"  in  th< 
middle  class  was  due  to  people  moving  up  the  income  ladder. 

That's  a  success  story,  not  a  failure.  So  instead  of  criticizinj 
Bush  pro-growth  economic  policies  for  failing  the  middle  class 
presidential  candidates  should  be  trying  to  learn  from  them. 

—MERRILL  MATTHEWS  JR.,  Institute  for  Policy  Innovatior 

Flight  Risk  Congressional  leaders  fly  constantly,  and  an 
no  more  analytical  than  the  arthritic  grandmother  stuffed  intx 
seat  23A  about  the  reasons  for  delays  and  cancelations.  Instead 
we  get  angry  hearings  blaming  the  airlines  for  "overscheduling.' 
We  get  people  like  Chuck  Schumer  haranguing  Delta  for  cancel 
ing  service  to  Binghamton.  We  get  Barbara  Boxer  telling  airline: 
when  they  must  taxi  back  to  the  terminal  and  let  passengers  ge 
off  a  plane  whose  takeoff  has  been  delayed,  though  the  cause  o 
delays  is  usually  the  ATC  system. 

— HOLMAN  W.  JENKINS  JR.,  Wall  Street  Journa 

Stimulus  Plan  Truth  is  always  exciting.  Speak  it,  then 

Life  is  dull  without  it. 

—PEARL  BUCK  I 
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Bold  innovation  and  ingenious  thinking 
have  long  been  the  hallmark  of  the 
Scottish  people.  Something  that  will 
benefit  every  business  that 
comes  to  Scotland.  Nowhere 
else  will  you  find  such  a  i§§ 
high  concentration  of  invention  and 
ingenuity.  From  the  television  and 
CAT  scans  to  penicillin  and  Dolly 


the  sheep,  the  Scottish  people  have 
introduced  the  world  to  new  products 
and  technologies  generation  after 
generation.  And  that  legacy 
of  innovation,  along  with  our 
highly  skilled  workforce  is 
why  more  and  more  of  the  world's 
leading  companies  are  choosing  Scotland 
to  help  move  their  business  forward. 
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Where  Industry  Has  Failed  Us 


THOUGH  INTERNATIONAL  BUSINESS  IS  FOND  OF  BOASTING  OF 
the  marvels  it  has  created  in  the  public  service,  no  one  draws 
sntion  to  the  opportunities  that  have  been  missed.  They  are 
my — and  important. 

For  instance,  what  happened  to  supersonic  air  travel?  Its  been 
>re  than  a  quarter-century  since  Concorde  inaugurated  trans- 
intic  supersonic  jet  service.  For  all  practical  purposes  the  big 
nmercial  aircraft  manufacturers — Boeing  and  its  European 
npetitor,  Airbus — have  abandoned  supersonic  jet  travel.  Pas- 
igers  still  have  to  endure  long  hours  in  the  air — transatlantic, 
nspacific,  transasiatic — that  could  have  been  cut  in  half  by  air- 
ft  flying  at  twice  or  three  times  the  speed  of  sound. 

Boeing  and  its  followers  have  instead  concentrated  on  produc- 
;  huge  subsonic  aircraft  that  carry  large  numbers  of  passengers  at 
/  cost.  The  result  has  been  an  enormous  increase  in  the  volume 
airline  travel,  with  the  consequent  increases  in  discomfort, 
ios  and  delays.  Air  travel  has  now  become  so  disliked  a  form  of 
nsportation  that  some  cruise  lines,  such  as  Cunard,  are  mak- 
;  a  point  to  advertise  particular  cruises  as  involving  no  travel 
air.  "Port  to  port"  has  become  a  term  of  approval. 

Certain  large  airports,  of  which  London's  Heathrow  is  a  prime 
imple,  have  become  targets  of  bitter  criticism  for  overcrowding, 
ays,  lost  luggage  and  other  horrors.  Heathrow  is  the  busiest 
ernational  airport  in  the  world,  which  is  the  prime  reason  for 
iniquities.  Moreover,  those  who  live  within  20  to  30  miles  of 
:se  large  airports  have  become  loud  and  insistent  in  their  com- 
ints  about  the  noise  generated  by  jets  requiring  long  runways 

takeoffs  and  landings.  This  has  generated  organized  protests 
it  have  prevented  such  airports  from  modernizing  through  the 
mansion  and  laying  down  of  new  runways,  which  in  turn  has 
ensified  the  hell  on  earth  that  such  airports  have  become. 

What,  you  may  ask,  has  become  of  the  plan  to  have  commer- 
1  planes  capable  of  vertical  takeoffs  and  landings,  something 
ich  talked  about  in  the  mid -20th  century?  You  may  well  ask. 
is  type  of  aircraft  would  have  solved  the  problems  of  airport 
ise  and  construction  costs,  giving  air  travel  a  new  lease  in  popu- 
ity.  But  the  manufacturers  abandoned  those  plans.  Why?  For  the 
taous  reasons  of  technical  difficulty  and  expense.  Boeing  &  Co. 
>k  the  easy  way  out  and  built  bigger  conventional  airplanes. 

Taking  the  easy  way  out  seems  to  be  the  current  motto  of  many 
nt  corporations,  such  as  General  Motors  and  Ford.  Why  haven't 
>re  brainpower,  skills  and  capital  been  invested  in  producing  and 
iss-marketing  an  efficient  electric  automobile?  Toyota  and 
mda  make  hybrids  that  are  becoming  hugely  popular  in  Lon- 


don, for  instance,  because  their  low  consumption  of  fuel  exempts 
them  from  the  congestion  charge  levied  on  all  private  autos  enter- 
ing the  center  of  the  city.  Why  has  the  U.S.  over  the  last  half- 
century  lost  its  lead  in  producing  new  types  of  cars?  Hybrids  are 
cheaper  to  run,  quieter  to  drive  and  have  less  deleterious  effects  on 
the  environment  than  do  conventional  autos.  We  all  ought  to  be 
driving  them.  Such  a  change  would  have  vastly  lessened  the  sting 
of  rising  oil  prices,  as  well  as  the  ability  of  the  producing  areas,  such 
as  Russia,  the  Middle  East  and  Venezuela,  to  blackmail  the  world — 
especially  the  West.  Once  again  Big  Business  has  let  us  down. 

A  similar  charge  can,  in  general,  be  levied  against  technologists, 
scientists  and,  indeed,  governments  for  failing  to  take  full  advantage 
of  the  possibilities  of  nuclear  energy  production.  I  vividly  remem- 
ber— being  16  at  the  time — when  the  atomic  bombs  were  dropped 
on  Japan  and  how  the  horror  of  these  weapons  was  mitigated  by  as- 
surances that  this  new  power  would  usher  in  an  era  of  cheap  energy 
for  the  entire  world.  We  believed  it,  and  it  could  have  become  true. 

Nuclear  power  stations  were  designed,  built  and,  on  the 
whole,  functioned  cheaply  and  with  great  efficiency  However, 
they  always  aroused  the  anxieties  of  the  few  yet  noisy  flat-earthers 
and  antiprogress  agitators  who  inhabit  every  society.  There  were 
rare  but  alarming  accidents,  which  fueled  the  agitation.  Unwill- 
ing to  take  on  the  opposition  and  worried  about  the  greatly  exag- 
gerated costs  of  decommissioning,  many  governments  virtually 
abandoned  the  nuclear  option.  And  the  media  played  an  ignoble 
role  in  increasing  the  cowardice  of  those  in  power.  Hence,  the 
unease  over  the  world's  shortage  in  conventional  sources  of 
energy  and  the  inevitable  steep  rise  in  their  costs — something  a 
rapid  and  overwhelming  proliferation  in  nuclear-power  states 
could  so  easily  and  completely  have  prevented. 

Missed  Opportunities 

The  second  half  of  the  20th  century  was,  in  some  key  respects,  a 
time  of  stagnation.  Have  we  learned  any  lessons  from  the  failure 
of  industry  (and  governments)?  We  could  be  enjoying  universal 
supersonic  jet  travel,  with  aircraft  capable  of  vertical  takeoffs  and 
landings;  electric  cars;  and  cheap  nuclear  power.  Instead,  we've 
been  deprived  of  these  things  by  timidity  and  cowardice  in  high 
places,  by  a  lack  of  vision  and  initiative  and  by  a  failing  of  the 
energetic,  entrepreneurial  spirit  of  technical  adventure  that  dom- 
inated the  West  from  1750  to  1950. 

We  ought  to  ponder  these  failures,  examining  carefully  what 
went  wrong,  and  determine  that  the  West  shall  take  a  more  ambi- 
tious and,  if  need  be,  riskier  road  in  the  21st  century.  F 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Ernesto  Zedillo,  director, 

Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  and  David  Malpass,  chief  economist,  Bear,  Stearns  &  Co.  Inc., 

rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Are  Americans  Really  Unhappy? 


GALLUP  POLL  TAKEN  IN  DECEMBER  SAYS  AMERICANS  ARE,  SUR- 
>risingly,  not  as  angry  as  politicians  and  pundits  want  us  to  be. 
:rom  Gallups  Web  site:  "More  than  eight  in  ten  Americans  say  they 
ire  satisfied  with  their  personal  lives  at  this  time,  including  a  solid 
najority  who  say  they  are  'very  satisfied.'  This  personal  satisfaction 
evel  contrasts  sharply  with  the  low  level  of  satisfaction  Americans 
xpress  with  the  way  things  are  going  'in  the  U.S.  at  this  time.'" 

Now  you  know  why  the  John  Edwards  presidential  candidacy 
ias  flamed  out.  The  rags-to-riches  trial  lawyer  and  onetime  hedge 
und  adviser  ran  as  the  angry  man.  While  most  normal  people 
night  have  accepted  their  spectacular  rise  in  fortune  with  grati- 
ude,  Edwards  has  run  as  "the  hater,"  as  described  by  Rich  Lowry 
»f  National  Review.  Writes  Lowry:  "Edwards  is  like  a  stand-up 
omedian  who  has  honed  his  act  down  to  the  most  effective 
naterial.  In  the  case  of  the  comedian,  all  that's  left  is  laughs;  in 
he  case  of  Edwards,  almost  all  that  is  left  is  unbridled  hostility." 

Look  at  how  far  this  has  gotten  him. 

The  Gallup  findings  also  say,  "Republicans  are  more  likely 
han  Independents  or  Democrats  to  say  they  are  very  satisfied 
rith  their  personal  lives  and  that  they  are  very  happy."  Well,  duh, 
he  left  will  say;  Republicans  are  richer,  and  the  rich  are  happier, 
"hat's  why  the  left  is  so  riled  up. 

But  this  cliche  is  no  longer  true.  The  rich  are  not  reflexively 


Republican  anymore.  In  the  blue  states  the  opposite  is  starting  to 
be  true:  The  richer  and  more  educated  one  is,  the  likelier  one  is  to 
vote  Democratic  or  Independent. 

If  it's  not  riches,  then  what  is  it?  Why  are  Americans  happy 
and  Republicans  happier  still? 

One  clue  comes  from  George  Orwell,  whose  wartime  Tribune 
columns  I  read  during  the  holiday  break.  On  Dec.  24,  1943, 
under  the  pseudonym  John  Freeman,  Orwell  wrote  that  the  duty 
of  all  left-thinking  people  is  to  banish  the  Christian  idea  of 
Heaven  and  replace  it  with  a  nonreligious  Utopia  of  their  own 
design.  The  problem,  writes  Orwell,  is  this: 

"All  'favourable'  Utopias  seem  to  be  alike  in  postulating  per- 
fection while  being  unable  to  suggest  happiness.  [William  Morris' 
novel]  News  from  Nowhere  is  a  sort  of  goody-goody  version  of 
the  Wellsian  Utopia.  Everyone  is  kindly  and  reasonable,  all  the 
upholstery  comes  from  Liberty's  [of  London],  but  the  impression 
left  behind  is  of  a  sort  of  watery  melancholy.  Lord  Samuel's  recent 
effort  in  the  same  direction,  An  Unknown  Country,  is  even  more 
dismal.  The  inhabitants  of  Bensalem  (the  word  is  borrowed  from 
Francis  Bacon)  give  the  impression  of  looking  on  life  as  simply  an 
evil  to  be  got  through  with  as  little  fuss  as  possible.  All  that  their 
wisdom  has  brought  them  is  permanent  low  spirits." 

Orwell  wrote  this  as  a  man  of  the  left— quite  an  admission. 


It's  Called  Stagflation 


N  SEVERAL  RECENT  SPEECHES,  COLUMNS  AND  BLOGS  I'VE 
irgued  that  1)  the  U.S.  economy  will  not  enter  a  recession  this 
rear,  and  2)  the  U.S.  stock  markets  will  finish  the  year  up. 

However,  I  do  think  the  U.S.  economy  is  battling  a  case  of 
tagflation  that  is  rattling  the  markets  and  riling  voters.  To  any- 
>ne  who  thinks  the  low  Consumer  Price  Indexes  of  recent  his- 
ory  have  captured  the  inflation  people  feel  in  their  pockets,  I  say, 
Rubbish."  Let's  go  back  to  a  Saturday  night  in  January  and  a  trip 

0  the  mall  for  the  Karlgaard  family. 

Our  plan  was  to  eat  a  quick  dinner  out  and  catch  a  movie  at 

1  mall  near  our  home  in  California.  Dinner  choice  was  a 
vonderful  Asian  seafood  buffet  at  a  restaurant  called  Todai.  The 
bod  was  sumptuous  and  featured  sushi,  shrimp,  crab  and  even 
obster.  Still,  there  was  no  escaping  the  utilitarian  buffet  decor 
vith  long  tables,  hard  chairs  and  that  traditional  buffet-line 
avorite:  the  dork  ahead  of  you  sneezing  into  the  food.  The  price: 
526.95  per  person.  For  a  buffet  meal  in  a  mall?  Shockingly,  yes. 

The  movie  tickets  were  $10.25  apiece  for  the  adults  and  $7.25 
"or  the  11 -year-old.  With  tips  and  parking  the  tab  came  to  $175. 
rhis  for  a  modest  family  evening  out  at  the  mall,  consisting  of  a 


buffet  dinner  and  a  movie,  for  four.  Okay,  this  sum  doesn't  dent 
our  budget  too  much  because  FORBES  pays  me  well.  But  imagine 
how  middle-income  earners  see  it.  What  they  see  is  stagflation. 

The  counterargument  says  stagflation  can't  happen  when  the 
prices  of  houses  are  dropping  and  ten-year  Treasury  bond  yields 
are  below  4%.  My  friend  and  fellow  supply-sider  Larry  Kudlow 
used  this  line  when  I  brought  up  stagflation  on  Kudlow  &  Co.  the 
other  day.  Admittedly,  when  oil  and  gold  are  up,  but  house  prices 
and  bond  yields  are  down,  the  correct  answer — stagflation  or 
slowdown — is  not  clear.  We  could  go  round  and  round  on  this 
debate.  What  settles  it  for  me  is  paying  $26.95  for  a  seafood  buf- 
fet at  a  shopping  mall.  Stagflation,  lobster  included. 

By  the  way,  inflation  will  always  result  in  stagflation,  because 
inflation  demoralizes  all  three  legs  of  the  economy — investors, 
producers  and  consumers.  There  are  only  two  weapons  of  choice 
to  beat  this  scourge:  sound  money  and  tax  cuts  for  investors  (on 
cap  gains  and  dividends),  producers  (a  corporate  tax  cut  and 
accelerated  depreciation)  and  consumers  (income  taxes).  F 


Forbes 


Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 
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The  IRS  as  a  Stock  Tip 

A  new  academic  paper  says  a  public  company's  higher- 
than-expected  quarterly  taxes  counterintuitively  signal 
better  future  returns.  Reviewing  a  database  of  corporate 
filings  from  1977  to  2005,  Yale  business  professors  Jacob 
Thomas  and  Frank  Zhang  conclude  such  tax  surprises- 
defined  as  an  increase  in  taxes  per  share  from  a  year  ear- 
lier— were  actually  "good  news"  because  they  tended  to 
be  followed  by  improved  pre-  and  aftertax  income  for 
the  next  two  quarters.  The  authors  call  this  an  anomaly, 
from  which  smart  investors  can  profit. — William  P.  Barrett 


informer 


INFORMER@FORBES.COM 

For  Ideas  Like  This? 

The  Internal  Revenue  Service  says  famed  UC,  Berkeley  business  pro- 
fessor David  J.  Teece  (below)  used  a  sham  tax  shelter  a  decade  ago 
to  claim  $21  million  in  bogus  short-term  capital  losses  and  report 
no  taxable  income  one  year.  Teece  and  his  wife  are  in  U.S.  Tax  Court 
fighting  an  IRS  bill  for  $12  million  in  back  taxes  and  penalties.  They 
deny  the  charge  and  also  say  the  IRS  brought  its  challenge  too  late. 
The  feds  allege  Teece  used  partnerships,  in-the-money  options,  out- 
of-the-money  options  and  Deutsche  Bank  stock  to  manufacture 
1998  and  1999  losses,  shielding  other  income  from  tax. 

In  a  separate  pending 
Tax  Court  case,  Canterbury 
Holdings,  a  Delaware  pass- 
through  corporation  90% 
owned  by  Teece  that  makes 
aigby  uniforms  in  his  native 
New  Zealand,  is  battling  an 
IRS  claim  that  in  2000  and 
2001  it  improperly  deducted 
$1.9  million  in  expenses, 
creating  tax  losses  that  were 
passed  on  to  individual 
owners.  Canterbury's  lawyers  call  the  accounting  proper,  but  the 
government  says  penalties  are  warranted. 

The  59-year-old  Teece  has  been  at  Berkeley's  Haas  School  of 
Business  since  1982  and  is  one  of  the  country's  most  cited  schol- 
ars, authoring  scores  of  articles  and  books.  As  an  expert  witness, 
he  has  testified  in  everything  from  antitrust  cases  to  tobacco  liti- 
gation. Also  an  entrepreneur,  he  is  founder  and  vice  chairman  of 
publicly  traded  consultancy  LECG.  Teece  has  had  considerable 
Bay  Area  real  estate  as  well  as  other  ventures  back  in  New 
Zealand.  Last  year  Kiwi  publications  put  him  among  the  coun- 
try's richest  individuals,  with  a  net  worth  of  $94  million  (U.S.). 
He  and  his  lawyers  didn't  respond  to  requests  for  comment. 

An  adverse  outcome  in  the  tax  cases  could  hurt  Teece's  credi- 
bility as  a  highly  paid  witness  and  provide  fodder  for  hostile  cross- 
examiners.  A  few  years  ago,  Accenture  listed  him  among  the  world's 
"Top  50  Living  Business  Intellectuals."  — Janet  Novack 


Futures  Shock 


Populism  Ends  in  the  Boardroom 

GOP  presidential  candidate  Mike  Huckabee,  who  famously 
declared  that  voters  want  reminders  of  "the  guy  they  work  with— 
not  the  guy  who  laid  them  off,"  sits  on  the  board  of  Flagship 
Global  Health,  which  last  year  reduced  its  24-person  workforce 
by  several  individuals.  The  tiny  New  York  City  medical  referral 
company  has  been  even  rougher  on  investors;  at  a  recent  32 
cents,  its  shares  are  down  88%  from  their  May  peak.  A  board 
member  since  2005,  Huckabee  holds  75,000  underwater  options. 
No  comment  from  him  or  Flagship.  — Michael  Maiello 

Bark  Worse  Than  Bite 

Since  mid-December,  split-adjusted  shares  of  Arctic  Oil  &  Gas  have 
risen  70,000%  to  a  recent  $3.50,  implying  a  $480  million  market 
cap.  The  Las  Vegas  company  said  in  a  regulatory  filing  last  month 
that  it  has  a  30%  interest  in  a  consortium  claiming  "sole  and  exclu- 
sive" rights  to  oil  and  gas  in  "the  entire  Arctic  Ocean"  beyond  sover- 
eign countries.  That's  on  the  come;  Arctic's  latest  financial  statement 
lists  $155  in  cash,  no  revenue,  a  negative  net  worth  and  one  employee. 
Boss  Peter  Sterling  says  Arctic  will  raise  more  funds  from  private  place- 
ments and  begin  exploration  within  a  few  years.  The  consortiums  claim 
was  made  in  May  2006  and,  Sterling  says,  sent  to  a  United  Nations 
office  and  all  countries  bordering  the  Arctic.  He  acknowledges  the 
validity  is  untested.  Until  a  November  reverse  merger,  Arctic 
was  a  collection  agency  called  Bulldog  Financial.      —  W.P.B. 


These  recent  penalties  suggest  a  lack  of  candor  within  the  exchange-traded  derivatives  industry.- 

-W.P.B. 

FIRM  1  LOCATION 

ALLEGED  DUBIOUS  MARKETING  CLAIM  INCLUDES  ... 

FINE 

I 

|  Forex  Capital  Markets  |  New  York,  N.Y 

"only  the  profits  are  split  with  the  customer" 

$175,000  I 

1  Forex  Int'l  Investments  j  Irvine,  Calif. 

"currencies  ...  tend  to  move  in  noticeable  trends"' 

100,000 

Gain  Capital  Group  |  Bedminster,  N.J. 

"you  have  nothing  to  lose  and  everything  to  gain" 

100,000 

Hamilton  Williams  LLC  |  Chicago,  III. 

175%  return  "with  less  risk  than  most  mutual  funds" 

90,000 

|  Interbank  FX  LLC  |  Salt  Lake  City,  Utah 

customers  trade  "with  no  market  manipulation" 

100,000 

1  One  World  Capital  Group  LLC  |  Winnetka,  III 

.  "commission  free — simply  put:  no  commissions" 

100,000 

Royal  Forex  Trading  LLC  |  Boca  Raton,  Fla. 

"there  is  never  a  bear  market  in  the  FX  world" 

75,000 

Source:  National  Futures  Association,  which  levied  the  sanctions. 
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•rdinaryis: 
lakingyou 
etat  home. 


■iraordinaryis: 
whiskingyouawc 

to  another  world. 


On  My  Mind   

By  Howard  Kunreuther,  professor  at  the  Wharton  School,  University  of  Pennsylvania,  and  codirector,  Wharton 

Risk  Management  &  Decision  processes  Center. 

Flirting  With  Disaster 

How  long-term  insurance  can  help  homeowners  in  hurricane  zones 
save  money  and  protect  themselves  at  the  same  time. 


HOMEOWNERS  IN  HURRICANE- 
prone  areas  are  at  sea  when  it 
comes  to  insuring  their  property, 
and  they  don't  know  what  to 
expect  when  it  comes  to  renewing 
their  policies.  Following  the 
wreckage  caused  by  the  four  hur- 
ricanes that  hit  Florida  in  2004, 
and  then  by  Hurricane  Katrina 
in  2005,  some  insurers  simply 
refused  to  renew  coastline  policies. 
In  February  2007  State  Farm,  the 
largest  insurer  in  Mississippi, 
stopped  selling  new  policies  on 
homes  and  small  businesses  there. 
Allstate  Insurance  announced  it 
would  restrict  new  homeowners 
policies  in  New  Jersey,  Connecti- 
cut, Delaware  and  New  York  City, 
out  and  out  refusing  to  write  poli- 
cies in  spots  likely  to  get  hit  by 
hurricanes. 

There  is  a  high  risk  that  state 
governments  will  regulate  prices 
more  than  they  do  now,  forbidding 

insurers  to  quit  even  when  they  lose  money  or  when  they're 
facing  unfair  tort  lawsuits. 

To  guard  against  this  uncertainty,  I  propose  a  new  kind  of  pol- 
icy, one  that  would  last  as  long  as  your  mortgage — 15  to  30  years, 
that  is.  The  annual  premium  could  be  wrapped  into  your  monthly 
mortgage  payments,  as  it  often  is  today.  Your  mortgage  lender  would, 
of  course,  inspect  your  policy  as  closely  as  it  now  inspects  your  walls 
for  termites.  The  long-term  policy  would  be  a  valuable  asset  that 
you  could  transfer  to  the  next  owner  of  your  home.  Nonrenewal 
would  not  be  an  issue. 

For  such  policies  to  work,  insurers  would  have  to  price  their 
coverage  in  a  free  market.  That  is,  competition,  not  a  diktat  from 
Tallahassee  or  Jackson,  would  determine  what  you  pay,  just  as  it 
now  determines  whether  your  mortgage  costs  6%  or  8%.  It  is  rea- 
sonable to  expect  that  competition  among  providers  would  be 
intense  and  that  at  least  some  property  owners  would  be  diligent 
comparison  shoppers. 

One  reason  that  insurers  have  abandoned  certain  hazard- 
prone  states  is  that  state  regulators  force  them  to  charge  premi- 
ums that  don't  cover  their  actuarial  exposure  and  the  cost  of 


We  need  a  new  kind  of 
homeowners  policy  that  lasts 
 as  long  as  a  mortgage.  


holding  the  capital  they'd  need  if  a 
hurricane  hit.  In  coastal  Florida 
private  insurers  have  no  economic 
incentive  to  offer  policies,  because 
Citizens,  an  insurance  company 
run  by  the  state,  offers  artificially 
low  rates  to  its  customers.  In  a 
similar  fashion,  flood  insurance  is 
subsidized,  so  that  homeowners 
aren't  paying  the  full  costs  they 
impose  on  society.  In  other  words, 
homeowners  aren't  getting  the 
right  signals  about  where  to  build. 

But  now  picture  what  a  free 
market,  a  20-year  term  and  a  little 
imagination  might  do  to  give  the 
right  incentives.  Suppose  that  a 
homeowner  in  Fort  Lauderdale 
could  spend  $1,500  to  strengthen 
his  roof.  Suppose  there  is  a  1-in- 
100  chance  each  year  that  a  severe 
hurricane  will  strike,  and  that  an 
upgrade  to  the  roof  would  reduce 
the  storm's  damage  by  $30,000.  An 
insurer  permitted  to  charge  rates 
reflecting  risk  would  be  willing  to  lower  the  annual  premium  to 
that  homeowner  by  $300.  Better  still,  with  a  20-year  policy  the 
bank  would  be  able  to  provide  a  home  improvement  loan  with 
annual  payments  that  are  much  less  than  $300,  to  pay  for  the  roof 
job.  No  cash  flow  problem  for  the  homeowner. 

There  are  details  that  need  to  be  worked  out  by  underwrit- 
ers, actuaries,  investors  and  other  experts  concerned  with  future 
hazards,  so  that  these  policies  can  be  marketed  and  made  attrac- 
tive to  homeowners.  Under  what  circumstances  could  a  property 
owner  change  his  insurance  policy  over  time?  What  role  would 
the  scientific  community  studying  climate  change  play  in  provid- 
ing estimates  for  developing  premiums  that  reflect  risk?  How  will 
rating  agencies  view  long-term  insurance  contracts?  How  con- 
cerned will  consumers  be  about  possible  insolvency  of  insurers 
providing  long-term  contracts,  and  what  steps  should  be  taken 
to  protect  homeowners  should  this  occur? 

State  regulators  should  continue  to  assure  the  solvency  of 
insurers  but  should  stay  out  of  the  rate  setting  business.  Unless 
they  give  insurers  the  freedom  to  charge  premiums  that  reflect 
risk,  long-term  homeowners  insurance  is  bound  to  flop.  F 


30      FORBES      FEBRUARY  1 1,  2008 


At  Infiniti,  we  believe  the  inside  of  a  vehicle  should  transport  you  further  than  your 
destination.  That's  why  you'll  find  the  cabin  of  the  all-new  Infiniti  EX  so  invigorating. 
Even  before  you  step  foot  in  the  EX,  you'll  be  greeted  by  a  unique  set  of  welcoming  lights. 
Inside,  you'll  find  yourself  surrounded  by  sumptuous  Maple*  and  soft,  supple  leather* 
Every  knob,  button  and  latch  has  been  economically  planned  and  crafted  for  your 
tactile  pleasure.  Even  the  seats  -  inspired  by  a  kimono  -  are  designed  to  cloakyou  in 
exceptional  comfort.  Sitting  in  the  all-new  EX  is  an  extraordinary  experience.  Driving 
one,  however,  is  even  better.  To  learn  more,  visit  lnfiniti.com/EX. 


ie  all-new  Infiniti  EX,  Uttraordinary. 

The  personal  luxury  crossover. 

Ie  feature  .  Always  wear  your  seat  belt,  and  please  don't  drink  and  drive.  INFINITI,  and  INFINITI  model  names  are  Nissan  trademarks.  ©2007  INFINITI  Division 
in  North  America,  Inc. 
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JUNE  19,  2006 

Fool's  Gold 

Gold  and  commodities  prices  are 
still  surging,  but  we  stand  by  the 
cautionary  note  we  sounded  back  in 
2006:  Beware  of  hucksters  who  are 
more  adept  at  selling  shares  than 
selling  metals.  In  particular  we 
warned  that  Rick  Van  Nieuwen- 
huyse's  NovaGold  Resources  was 
unlikely  to  make  good  on  its  quest  to 
develop   two   remote  second-tier 
deposits,  Donlin  Creek  in  Alaska  and 
Galore  Creek  in  British  Columbia.  Late 
last  year  Van  Nieuwenhuyse  suspended 
work  at  Galore  after  projected  develop- 
ment costs  doubled  to  $5  billion.  At 
Donlin  costs  have  doubled  to  $4  billion. 
Stocks  backed  by  the  six  promoters  we 
highlighted  are  collectively  down  30%  since 
our  story.  — Nathan  Vardi 

OCTOBER  1,  2007 

Apple's  Second  Bite 


I  want  my  Apple  TV:  Steve  Jobs. 

Steve  Jobs  declined  to  comment  for  our 
story  about  the  failure  of  his  company's 
ambitious  Apple  TV,  a  slender  gray  box  that 
promised  to  revolutionize  television.  At 
January's  Macworld  conference  Jobs  admit- 
ted that  Apple  TV  was  a  rare  miss  for  the 
company.  Number  of  movies  sold:  7  mil- 
lion (versus  4  billion  songs  sold  on  iTunes). 
Jobs'  biggest  problem  was  that  unlike  music 
vendors,  most  Hollywood  studios  refused 
to  let  Apple  sell  their  content. 

Now  Jobs  is  back  with  a  second  act 
for  Apple  TV.  He  landed  the  support  of 
the  six  biggest  studios  by  agreeing  to 
rent,  not  sell,  movies.  Rentals  down- 
loaded over  the  Web  will  still  happen  a 
month  after  the  DVDs  hit  stores.  Jobs 
had  wanted  same-day  release.  He  also 
cut  the  box's  price  to  $229  from  $299 


FLASHBACKS 


*  and  gave  users  the  ability  to  connec 
the  box  to  the  Web  without  the 
need  for  another  home  computer 

p  —Scott  Woolle) 

DECEMBER  8,  2003 

Wild  Ride 

We  applauded  the  economics  of  th< 
Minnesota  Wild,  a  newly  mintec 
National  Hockey  League  expansion  team 
Though  it  was  selling  out  tickets  anc 
arena  suites,  it  wasn't  overspending  foi 
players.  The  Wild's  moves  have  paid  off 
It  has  made  two  playoffs  and  is  poised  tc 
make  a  third;  the  team's  worth  ha: 
increased  29%  since  its  inception  to  $18( 
million,  according  to  the  last  FORBE! 
appraisal  of  hockey  teams. 

In  January  Wild  majority  ownei 
Robert  Naegele  Jr.  sold  his  stake,  citinj 
his  advanced  age  and  lack  of  interest  b) 
family  members.  Craig  Leipold,  foundei 
of  telemarketer  Ameritel  Corp.  anc 
husband  of  FORBES  rich  lister  Heler 
Johnson-Leipold  of  S.C.  Johnson  fame 
bought  Naegele's  majority  share,  plu; 
other  holdings,  in  a  deal  that  valuec 
the  holding  company,  Minnesota  Sport! 
&  Entertainment,  at  $260  million 
— Mary  Ellen  Egar 


85  YEARS  AGO  IN  FORBES  |  JANUARY  6, 1923 

Merger  Mania  In  this  big  country  the  trend  unmistakably  is  toward  big 
organizations.  The  movement  will  continue  until  we  have  aggregations  too 
unwieldy  for  any  one  brain  to  manage  or  until  the  public  rise  up  and  rebel 
against  what  many  already  regard  as  an  undemocratic  evolution. 

30  YEARS  AGO  IN  FORBES  |  MAY  29, 1978 

IBM  Rising  IBM's  business  is  doing  better  than  the  skeleton  figures  suggest.  IBM 
plants  will  make  60%  more  computer  systems  this  year  than  last,  and  the  company 
is  hiring  10,000  more  manufacturing  employees  over  two  years. 
IBM's  fourth-quarter  earnings  beat  analysts'  expectations  by  7.7%. 

20  YEARS  AGO  IN  FORBES  |  AUGUST  8, 1988 

Princely  Ambitions  Prince  Alwaleed  Bin  Talal  Bin  Abdulaziz  Alsaud  says  the 
role  of  the  passive  investor  isn't  forhim.  "I  want  my  voice  to  be  heard,"  he  declares. 
"I  would  love  to  be  a  corporate  raider."  He  leans  forward.  "I  would  like,"  he  says 
earnestly,  eyebrows  bouncing  and  hands  gesturing,  "to  have  a  net  worth  in  ten 
years  of  $5  billion." 

Prince  Alwaleed,  worth  $20.3  billion  in  FORBES'  March  2007  ranking,  recently  upped 
his  stake  in  Citigroup. 
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John  Lee 

Co-Publisher,  THEME  Magazine 


Ask  John  Lee  Why  He  Loves  His  BlackBerry 

"My  wife  and  I  publish  THEME,  a  magazine  that  showcases  worldwide  Asian  culture.  We  have  a  growing, 
acclaimed  business-and  a  baby  on  the  way.  Managing  it  all  can  be  challenging,  but  with  a  BlackBerry® 
smartphone,  ifs  not  as  daunting.  Our  business  is  small  but  my  BlackBerry  8830  from  Verizon  Wireless 
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Now  I  can  jet  off  to  Hong  Kong  with  my  office  in  my  pocket.  That's  empowering.  That's  magic." 
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Heads  Up  

No  Loan  Left  Behind 


For  more  than  a  decade  the  federal  government  has  played  a 
game  with  student  loans.  The  budget  estimators  pretend  the 
loans  cost  taxpayers  little  or  nothing  as  the  money  goes  out 
the  door,  then  make  an  "upward  reestimate"  to  reflect  the  true 
cost.  It's  sort  of  like  budgeting  nothing  for  a  war  and  then  throwing 
in  an  emergency  appropriation  later. 

The  governments  accountants  define  the  cost  of  a  student  loan 
as  the  cash  going  out  minus  the  projected  repayments,  the  repay- 
ments being  discounted  using  a  complicated  blend  of  rates  on  U.S. 
Treasury  securities.  In  recent  years  direct  federal  loans,  of  which 
$100  billion  are  now  outstanding,  have  been  magically  profitable 
on  issuance.  Interest  charged  is  expected  to  more  than  cover  inter- 
est costs  plus  losses  from  deadbeats.  But  watch  those  revisions, 
which  since  the  direct  loan  program  was  started  in  1994  have 
increased  the  cost  from  a  mere  $400  million  to  $  1 1  billion. 

Brace  for  the  mother  of  all  revisions.  A  combination  of  con- 
gressional budget  cuts  and  turmoil  in  the  credit  markets  is  driv- 
ing many  private  lenders  out  of  the  indirect  student  loan  busi- 
ness, where  Uncle  Sam  protects  lenders  against  defaults  and  pays 
them  a  subsidy  to  make  up  for  below-market  loan  rates.  This 
one-two  punch  will  force  millions  of  students  into  the  govern- 
ments direct  program.  Indirect 
loans  outstanding  (via  lenders 
like  Citigroup  and  SLM  Corp., 
alias  Sallie  Mae)  come  to 
$344  billion.  New  lending  this 
year,  direct  and  indirect  com- 
bined, will  be  $1 10  billion. 

Katharine  Harrington,  dean 
of  admissions  and  financial  aid 
at  USC,  has  already  seen  private 
lenders  drop  out  of  the  market 
this  year.  Sallie  Mae  is  increas- 
ing fees  and  talking  about  get- 
ting "more  selective"  in  extend- 
ing credit.  "Its  a  combination  of 
lower  subsidies  and  issues  of 
liquidity  that  are  making  it 
harder  for  them  to  make  a 
profit,"  says  Harrington,  herself 
a  former  banker. 


Federal  student  loans  have  increased  steadily  since  the  early 
1990s  and  now  exceed  $100  billion  a  year.  With  private 
lenders  retreating,  will  Uncle  Sam  do  as  good  a  job? 

$200  (bil) 


If  private  lenders  split,  the  government  will  have  to  pick  up  th 
slack.  Education  Department  officials  have  said  they  can  doubl 
loan  volume  through  the  direct  loan  program  with  existing  person 
nel  and  computer  systems.  But  some  college  administrators  doub 
that;  a  decade  ago  the  government  ceased  taking  consolidated  appli 
cations  for  more  than  four  months  while  it  worked  through  a  back 
log  caused  by  computer  problems  at  an  outside  contractor. 

Last  year  private  lenders  issued  $79  billion  in  loans.  Some  c 
that  traffic  was  tainted  by  underhanded  tactics  such  as  paying  col 
leges  for  steering  business.  But  many  financial-aid  administrator 
also  say  private  lenders  do  a  better  job  than  the  government  at  pro 
cessing  loan  applications  and  handling  collections.  Wilma  Hjellun 
of  20,000-student  Illinois  Central  College  in  East  Peoria  says  shei 
have  to  add  several  people  to  her  staff  if  she  switched  to  the  direct 
loan  program. 

Fans  of  direct  lending  like  Senator  Edward  Kennedy  hav 
pointed  to  budget  estimates  that  indirect  loans  were  costing  th 
government  a  lot,  $13  per  $100  lent.  The  direct-loan  program,  ii 
contrast,  appeared  to  make  money  with  every  new  loan  it  issued 
Yet  such  numbers  relied  on  accounting  that  would  make  ai 
Enron  executive  blush.  The  government  ignores  administrativ 

costs — around  $708  million  ii 
the  fiscal  year  ended  Oct.  31 
2007 — and  makes  unrealisti 
assumptions  about  interes 
rates,  says  Deborah  Lucas, 
finance  professor  at  North 
western  University.  (Even  i 
market  interest  rates  shoot  up 
todays  borrowers  will  owe  onl 
6.8%  and  can  stretch  repay 
ments  out  over  30  years. 
Another  little  problem:  Th 
government  assumes  a  12.49 
default  rate  over  the  life  of 
direct  loan,  which  computes  ti 
an  annualized  cost  of  1.6% 
That  number  looks  sound  no\ 
but  will  shoot  up  if  there's 
recession,  she  says. 

— Daniel  Fishe 
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Source'  U.S.  Department  of  education. 
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It's  a  snap  with  ScanSnap  and  Rack2-Filer. 


My  Fujitsu  ScanSnap  S5I0  scanner  turns  paper  into  profits.  With  the  touch  of  a  button  double-sided  documents 
become  PDFs,  business  cards  become  contacts.  It's  easy  to  install  and  fits  perfectly  where  my  inbox  used  to  be. 
Plus  it  comes  loaded  with  the  software  you'll  need  including  Racl<2-Filer',  the  revolutionary  e-filing  tool  from  Fujitsu. 
Rack2-Filer  store  your  documents  in  e-binders  for  easy  retrieval.  With  the  Fujitsu  ScanSnap  and  Rack2-Filer,  I'm  managing 
isiness  instead  of  managing  paper.  Visit  Fujitsu  at  http://us.fujitsu.com/scanners/D75  I  and  tell  us  how  you'll  ScanSnap. 
light  win  a  $100  American  Express  gift  check. 


Admnce 

EXCHANGE 

and  maintenance  option  also  available. 

i  software  included  in  purchase  ($895  value) 

Acrobat®  8.0  Standard  ABBYY  FineReader"  for  ScanSnap 

ider  3.0"  ScanSnap  Organizer  3. 1 

(fikf  (trial  version  only) 


Fujfrsu 


THE    POSSIBILITIES    ARE  INFINITE 


COW?     Insight     TlgerDirectcom  PCNattort 


PC  Connection     PC  Mall 


Jjitsu  Computer  Products  of  America,  Inc.  All  rights  reserved.  Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  of  Fujitsu  Ltd.  Rack2-Filer  is  a  trademark  of  PFU.  Adobe  and  Acrobat  are  registered 
ks  of  Adobe  Systems  Incorporated  in  the  United  States  and/or  other  countries.  All  other  trademarks  are  the  property  of  their  respective  owners  *  A  30-day  trial  version  of  Rack2-Filer  software  is 
vith  the  Fujitsu  ScanSnap. 
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IKE  EVERYONE  ELSE,  THE  EXEC- 
utives  at  gossipy  real  estate  Web 
site  Zillow  have  been  anxiously 
watching  housing  prices  collapse. 
I  Hoping  to  spice  up  its  offerings  to 
scouraged  consumer,  Zillow  recently 
ilculated  the  values  on  67  million 
les  over  a  12-year  period,  a  database  of 
ires  that  took  up  4  terabytes  of  mem- 
The  company  figured  it  would  need 
nonths  and  millions  of  dollars  to  make 
ippen.  Instead,  Zillow  ran  the  job  over 
Internet,  on  500  computer  servers 
ted  from  Amazon.com.  It  took  only 
;e  weeks  and  cost  less  than  $50,000. 


sion  of  cloud  computing,  likely  aimed  at 
big  businesses.  Yahoo  will  move  into  the 
business  later  in  the  year.  Google  has 
shown  no  interest  in  leasing  out  its  vast 
infrastructure,  but  it  is  challenging  Micro- 
soft with  a  suite  of  online  applications 
akin  to  Office. 

The  spreading  of  the  cloud  darkens  the 
outlook  for  traditional  hardware  makers 
such  as  Dell,  Hewlett-Packard  and  Sun 
Microsystems,  which  have  already  been 
buffeted  by  fears  of  a  U.S.  recession. 

Amazon  Web  Services  has  already 
won  over  customers  such  as  the  New  York 
Times,  Red  Hat  and  SanDisk.  Consultan- 


It  almost  certainly  accelerates  Ama- 
zon's historically  rocky  profitability.  The 
company  divulges  almost  nothing  about 
its  costs  or  margins  but  is  said  to  run  its 
Web  Services  business  on  huge  networks 
of  computers  costing  as  little  as  $300  each. 
Ten  cents  an  hour  adds  up  to  $876  a  year 
in  revenue  (assuming  nonstop  usage).  If 
hardware  lasts  two  years  and  if,  lets  say, 
electricity  and  other  overhead  cost  as 
much  as  the  hardware,  Amazon  would 
have  a  gross  margin  of  45%,  better  than 
what  it  gets  on  books. 

In  the  last  two  months  of  2007  the 
number  of  items  stored  at  Amazon  Web 


The  Death  of  Hardware 

Why  buy  computers  when  you  can  rent  them  from  Amazon,  EMC  or  Yahoo? 

Has  Jeff  Bezos  got  a  bargain  for  you. 

By  Quentin  Hardy 


"This  is  a  computer-development 
aground,"  says  Spencer  Rascoff,  chief 
ncial  officer  of  165-employee  Zillow. 
The  next  revolution  in  high  tech  is 
ing  place  inside  the  "cloud"  of  the 
:rnet.  Small  outfits  looking  to  do  lots  of 
iputing  in  a  hurry  are  not  buying 
dware  anymore;  they're  renting  from 
iblished  players  that  already  operate 
:  networks  of  cheap  computers.  Time- 
ring,  a  concept  from  the  dawn  of  the 
iputing  age,  is  back  with  a  vengeance. 
Amazon  launched  its  service  in  March 
6  by  renting  basic  data  storage  and  has 
:e  gone  into  services  like  computing 

1  databases.  Storage-hardware  giant 

2  in  October  paid  $75  million  for  the 
sumer  online  storage  service  Mozy, 
ch  it  plans  to  expand  into  an  industrial- 
ngth  business,  possibly  cannibalizing 
own  hardware  sales.   In  March 

:rosoft  is  expected  to  offer  its  own  ver- 


cies  are  also  springing  up,  selling  compa- 
nies on  ways  to  use  Amazon  for  things  like 
online  backup  systems  and  database  clus- 
ters to  speed  a  Web  site's  performance.  The 
pitch  is  that  if  the  downturn  hits,  hiring 
Amazon  is  something  a  department  can 
do  with  spare  cash  and  no  authorization. 

Amazon  charges  18  cents  for  a  giga- 
byte of  storage  and  10  cents  an  hour  for  a 
server,  services  that  customers  say  are  up 
to  90%  cheaper  than  rental  alternatives 
from  computer-hosting  companies  like 
Equinix  and  Rackspace. 

More  than  saving  on  hardware  pur- 
chases, companies  like  relieving  their  tech 
staffs  of  maintenance  chores.  Ooyala  is  an 
online  video  company  that  offers  thousands 
of  hours  of  high-definition  video  through 
Amazon  Web  Services.  At  Ooyala's  usage 
levels,  Chief  Technical  Officer  Sean  Knapp 
says,  it  might  be  cheaper  to  buy  servers,  but 
"this  accelerates  the  speed  of  innovation." 


Services  grew  40%,  to  14  billion  units. 
(Units  vary  in  size  from  a  couple  of  bytes 
to  5  gigabytes,  and  Amazon  keeps  the 
totals  secret.)  That's  a  faster  growth  rate 
than  in  the  April-October  period.  Ama- 
zon's S3  storage  service  now  handles 
30,000  requests  to  its  database  per  second. 
"We  feel  really  good  about  our  prospects, 
both  for  size  and  margins,"  says  Adam 
Selipsky,  vice  president  at  Amazon  Web 
Services.  They  expect  over  the  next  sev- 
eral years  the  operation  will  become  a 
major  business  alongside  its  retail  busi- 
ness. "We  were  always  a  tech  company: 
First  we  applied  it  to  retail,  now  to  this." 

Manufacturers  like  IBM  and  Sun  are 
struggling  to  move  to  the  new  model.  Sun 
already  offers  an  online  rental  system  and 
expects  to  keep  selling  hardware.  "We've 
got  to  be  the  infrastructure,"  says  Greg 
Papadopoulos,  Sun's  chief  technical  offi- 
cer. If  you  can't  beat  them,  arm  them.  F 
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Outfront 


THAT  SEVENTIES  SHOW 


HUNDRED-DOLLAR  OIL  PRICES,  CREEPING  INFLATION  IN 
food  and  other  commodities,  gold  behaving  the  way  it  did 
in  1979— could  we  be  in  for  a  repeat  of  stagflation? 
The  toxic  combination  of  rapidly  increasing  prices  and  weak 
economic  output  made  the  1970s  a  dreary  decade.  Predictably, 
pessimists  are  now  coming  forth  with  parallels  between  those 
years  and  2008.  Here's  a  contrary  theory,  one  that  says  stagflation 
is  no  more  likely  than  a  revival  of  disco  and  bell-bottom  pants. 
MONEY  SUPPLY:  In  the  1970s  money-supply  growth  was  out  of 
control.  After  the  collapse  of  the  Bretton  Woods  system  of  fixed 
exchange  rates  in  1971  the  Federal  Reserve  allowed  the  money 
supply  to  increase  at  12%  a  year  or  more.  That  overstimulated  the 

economy  and  encouraged  labor 
and  others  to  seek  larger  price 
increases  that  weren't  con- 
strained, as  now,  by  foreign  com- 
petition. The  Consumer  Price 


gan.  Money  supply  is  growing  at  some  6%  now,  half  the  rate  of 
the  early  1970s.  While  Bernanke's  rate  cuts  threaten  to  drive  the 
dollar  lower  and  hike  inflation,  it's  more  critical  that  he  avoid  the 
dangers  to  the  economy  from  the  credit-driven  meltdown,  says 
Jeffrey  Rosensweig,  an  economist  at  Emory  University. 
OIL  PRICES:  Many  people  still  associate  stagflation  with  the  twin 
price  shocks  of  the  1970s:  the  Arab  oil  embargo  of  1973  and  the 
Iranian  Revolution  in  1979.  Oil  prices  rose  from  an  inflation- 
adjusted  $13.60  a  barrel  in  early  1973  to  above  $80  in  1981. 

But  Kilian  and  others  have  reexamined  the  data  and  come  up 
with  a  surprising  conclusion:  Oil  prices  weren't  to  blame  for 
stalling  the  economy.  Prices  were  rising  already,  with  scrap  metal 
nearly  quadrupling  between  1972 
and  1974  and  lumber  nearly  dou- 
bling. Loose  monetary  policy  was 
the  culprit,  Kilian  says. 

Oil  prices  are  back  above  $90 


Stagpanic 

The  economy  may  be  headed  into  the 
tank,  but  don't  break  out  the  leisure  suits 
and  Blue  Nun  just  yet  |  By  Daniel  Fisher 


Index  rose  11%  in  1974  and  the 
same  in  1979 — a  long  way  from 
the  CPI  increase  of  4.1%  in  2007. 

The  1970s  Fed  Chairman 
Arthur  Burns  "really  couldn't 
bring  himself  to  forcefully  respond  to  the  inflation  forces  that 
were  in  train,"  says  economist  Henry  Kaufman.  "The  inflation 
rate  today  is  much,  much  lower."  If  Kaufman  isn't  panicked,  you 
shouldn't  be.  He,  after  all,  earned  the  nickname  Doctor  Doom  in 
the  1970s  for  his  persistent  warnings  about  inflation  and  growing 
federal  budget  deficits. 

Ben  S.  Bernanke,  today's  Fed  chairman,  has  been  cutting 
interest  rates  to  free  up  credit  and  stimulate  the  economy.  "But 
monetary  policy  was  much  more  expansionary  in  the  1970s," 
says  Lutz  Kilian,  a  stagflation  expert  at  the  University  of  Michi- 


a  barrel,  but  Kilian  doesn't  see  a 
problem  as  long  as  strong 
demand  in  China  and  India  is  the 
cause.  Only  if  prices  are  rising 
because  of  concerns  about  a  sud- 
den shortfall  in  supply,  such  as  from  fear  of  a  Middle  East  war, 
should  the  Fed  be  concerned,  says  Kilian,  who  admits  to  the  pos- 
sibility of  that. 

GLOBALIZATION:  Even  if  a  recession  is  inevitable,  globalization  and 
other  changes  in  the  U.S.  economy  constrain  labor  costs  and  infla- 
tion, says  Rosensweig.  Labor  unions  have  shrunk  and  with  them 
the  power  to  negotiate  contracts  that  bake  cost  increases  into  the 
cake.  Says  Rosensweig,  "Even  if  Bernanke  is  lowering  interest  rates 
and  trying  to  pump  the  economy,  all  of  us  know  there  are  people  in 
India  and  China  just  waiting  to  take  out  jobs."  F 


Inflation,  the  Sequel 


Gold  and  oil  are  climbing  like  it's  1973  again,  setting  off  alarms  about  stagflation.  Don't  count  on  it. 
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©2007  Mercedes-Benz  USA,  LLC 

It's  not  just  the  flagship  of  a  company,  but  of  an  entire  industry. 


THE  2008  S-CLASS. 


While  we  don't  claim  to  predict  the  future,  we  can  tell 
you  with  some  degree  of  confidence  what  automakers 
will  be  doing  in  the  years  to  come.  We  say 
this  not  as  a  matter  of  mere  speculation,  but 
from  firsthand  experience. 

For  decades,  the  S-Class  Sedan  has 
been  the  platinum  standard  of  luxury, 
craftsmanship  and  engineering  innovation,  and  the 
inspiration  for  many  of  the  industry's  most  meaningful 
and  important  advancements. 

Yet  its  leadership  role  is  not  merely  a  product  of  its 
unequaled  technological  prowess.  Since  its  inception, 
the  car's  striking  presence  has  been  an  S-Class 
trademark.  The  current  model  is  a  perfect  example  - 
subtle  in  design  and  undeniably  commanding  in  scale. 


Yet  this  imposing  automobile  performs  with  agility  and 
grace  that  is  nothing  less  than  breathtaking. 

An  S  550  will  carry  its  occupants  in  luxury 
from  0  to  60  mph  in  just  5.4  seconds*  (An 
AMG  variant  of  the  same  car  will  do  it  in  4.5 
seconds.)  And  on  the  German  autobahn, 
this  car  can  cruise  in  excess  of  135  mph.** 
The  sense  of  complete  serenity  at  these  speeds,  or  any 
speed,  is  yet  another  facet  of  its  flagship  character.  And 
the  one  which  other  makers  find  most  difficult  to  duplicate. 

As  the  2008  S-Class  rolls  out  of  the  factory  in 
Stuttgart,  it  will  undoubtedly  capture  the  hearts  of 
the  pundits.  World  governments,  sports  heroes  and 
business  moguls  will  make  their  purchases.  But  few  will 
pay  closer  attention  than  the  people  who  build  other  cars. 


THE  S-CLASS.  The  sedan  that  set  the  standard  for  advanced  automobile  engineering  and  continues  to  raise  it. 
  Unlike  any  other.   


Mercedes-Benz 

MBUSA.com 

ted  rates  of  acceleration  are  based  on  manufacturer's  track  results  and  may  vary  depending  on  model,  environmental  and  road  surface  conditions,  driving  style,  elevation  and  vehicle  load.  "Please  always  drive 
efully.  consistent  with  conditions  and  always  obey  local  speed  limits.  S550  shown  in  Black  paint.    For  more  information  on  Mercedes-Benz  products,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


Outfront 

CLASS  ACTIONS 


They're  Back! 
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Federal  filings 


400 


300 


The  tech  bust  launched  519  securities  class  actions  in 
2001,  but  then  the  number  filed  declined  steadily  to  131 
five  years  later.  Was  that  because  Sarbanes-Oxley  turned 
corporate  execs  into  saints?  Or  because  partners  in  the 
leading  plaintiff  law  firm,  Milberg  Weiss,  were  too  busy 
dealing  with  their  own  legal  problems  to  file  suits?  For 
whatever  reason,  the  decline  was  likely  permanent — so 
said  Joseph  Grundfest,  a  Stanford  Law  School  professor  0 
and  expert  on  securities  class  actions,  last  year. 

He  may  have  spoken  too  soon.  Last  year  the  number  of  class  action  filings  jumped  to  207,  according  to  nera 
Economic  Consulting.  All  kinds  went  up,  but  its  no  surprise  that  among  the  most  numerous  new  cases  were  those 
involving  subprime  lending.  Insurer  Guy  Carpenter,  a  Marsh  company,  estimates  insurers  will  eventually  pay  out 
$3  billion  to  settle  subprime  suits  against  directors  and  officers.  "Its  always  something,"  said  Jamie  Levitt,  who 
defends  against  class  actions  at  law  firm  Morrison  &  Foerster.  —Neil  Weinberg 


■  Subprime  cases 

■  Other  cases 

■  Option  backdating  cases 

■  Standard  filings 
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Source:  NERA  Economic  Consulting. 
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Now  They  Tell  Us 

Moody's  says  it's  hard  to  evaluate  the  risk  in 
complex  mortgage  securities  |  By  Matthew  Craft 


■  T'S  WELL  KNOWN  THAT  DEBT  RATING 
I  agencies  like  Moody's  Investors  Service 
H  and  Standard  &  Poor's  underestimated 
the  trouble  brewing  in  subprime  mortgages, 
awarding  top  marks  to  securities  now 
creeping  close  to  default.  But  now  Moody's 
has  released  a  report  conceding  that  rating 
agencies  weren't  up  to  the  task  Any  expec- 

^JsusJ  Suspects  


tation  it  could  fully  uncover  risk  in  the  maze 
of  complex  financial  instruments  was,  it  says, 
"somewhat  unrealistic." 

"Risk  traceability  has  declined  proba- 
bly forever,"  the  report  says.  "It  is  extremely 
unlikely  that  in  today's  markets  we  will 
ever  know  on  a  timely  basis  where  every 
risk  lies." 


Rating  agencies  are  often  blamed  when  the  market  crashes. 


— Neil  Weinberg 


TECH  BUST  Paul  Taylor,  managing  director  at  Fitch  Ratings:  "I  would 
1600  love  for  us  to  have  caught  the  telecoms'  downturn  a  year  before  it 
14qq  aI^A,       happened,  but  we  didn't." 


_4Q£L 


ASIAN  FINANCIAL  CRISIS  Journal  of 
Banking  &  Finance:  "East  Asian  countries 
had  incorrect  ratings  at  the  onset  of  the 
crisis ...  credit-rating  agencies  failed  to 
predict  the  emergence  of  the  crisis." 


HOUSING  BUST 

Christopher  Cox,  chairman 
of  the  Securities  & 
Exchange  Commission: 
"The  commission  is 
examining  whether  the 
ratings  agencies  were 
unduly  influenced  by 
issuers  and  underwriters  to 
publish  higher  ratings." 
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Source:  IDC/Exshare  via  FactSet  Research  Systems. 
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It  sure  looks  like  a  case  of  lowering  the 
bar  after  tripping  over  it.  Pierre  Cailleteau, 
Moody's  chief  international  economist  and 
head  of  its  sovereign  risk  unit,  says  he  wrote 
the  report  because  he  wanted  to  look  beyond 
the  symptoms  and  dig  up  the  causes  of  the 
credit  market  turmoil. 

One  knock  on  agencies  is  that  the 
most  obvious  risks  seemed  to  surprise 
them.  Standard  &  Poor's  still  awarded  its 
top  rating  to  deals  that  closed  in  June  ol 
last  year,  as  concerns  over  exotic  mortgage 
securities  became  widespread,  only  tc 
downgrade  a  large  swath  of  similar  deals 
months  later.  The  troubled  bond  insurer 
MBIA  sported  at  press  time  a  triple-A  rat- 
ing from  both  Moody's  and  Standard  & 
Poor's,  the  same  mark  given  to  the  U.S. 
Treasury.  The  $1  billion  in  notes  it  sold 
last  month  to  stave  off  a  downgrade 
wound  up  with  a  14%  coupon,  a  high  pay- 
out even  for  junk  bonds. 

Of  course,  people  have  been  beating 
up  on  the  ratings  agencies  for  years- 
hardly  a  market  drop  goes  by  without 
allegations  that  they  are  overly  optimistic 
too  slow  to  downgrade  and  beholden 
to  the  bond  issuers  who  pay  their  bills  ( see 
chart).  "We  need  to  instill  more  uncer- 
tainty," says  Cailleteau,  who  notes  Moody's 
is  mulling  changes,  such  as  adding  a  dis- 
tribution of  possible  outcomes  along  with 
the  letter  grade.  Or  maybe  investors  need 
to  do  more  of  their  own  thinking  and 
digging.  F 


Leaving 
no  energy 
unturned. 

The  key  to  energy  security  is  to  explore  options. 
So  we've  invested  more  than  $28  billion  in  U.S.  energy 
supplies  over  the  last  5  years,  which  includes  developing 
low  carbon  energy  solutions  from  solar,  wind,  hydrogen 
and  natural  gas.  We're  also  exploring  the  emerging 
secrets  of  bioscience,  investing  $500  million  over 
ten  years  to  establish  the  Energy  Biosciences  Institute 
to  find  new  sources  of  clean,  renewable  energy. 
It's  a  start. 
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ILLEGAL  WORKERS 


Fowl  Play 


Chicken  king  Bo  Pilgrim  wants  immigration  reform. 
First  he  might  keep  an  eye  on  his  own  coop. 
By  Christopher  Helman 


FEATHERS  ARE  FLYING  AT  CLUCK- 
ingham  Palace,  the  Pittsburg,  Tex. 
mansion  of  Lonnie  (Bo)  Pilgrim. 
The  79-year-old  founder  and  chair- 
man of  Pilgrims  Pride,  the  nations 
biggest  chicken  processor  ($7.4  billion 
sales),  had  barely  caught  his  breath  follow- 
ing the  sudden  death  in  mid-December  of 
Chief  Executive  OB.  Goolsby,  when  he  faced 
a  fresh  crisis.  On  Jan.  8  a  federal  grand  jury 
returned  indictments  against  20  Pilgrim 
employees.  (No  one  has  yet  entered  a  plea.) 
Five  people  have  been  charged  with  peddling 
stolen  Social  Security  numbers  and  forged 
documents  to  illegal  immigrants  looking  for 
work  at  one  of  the  company's  slaughter- 
houses, in  Mount  Pleasant,  Tex.  Says  Alan 
Jackson,  the  assistant  U.S.  attorney  prosecut- 
ing the  suspects,  "Identity  theft  is  what 
makes  the  case." 

But  the  immigration  angle  gives  it  a  spe- 
cial irony.  For  years  Pilgrim  has  been  out- 
spoken about  how  vital  migrant  labor  is  to 
his  business.  In  1996  he  told  the  Dallas 
Morning  News,  "God  wants  poor  people  to 
have  jobs."  A  decade  later  he  told  the  same 
paper,  "We're  not  looking  for  cheap  labor. 
We're  looking  for  available  labor.  . . .  How 
many  people  can  you  get  to  squat  down  and 
catch  chickens?" 

A  lot.  Pilgrim's  55,000  workers  kill,  pluck, 
chop  and  pack  44  million  chickens  a  week 
at  its  37  factories,  hi  the  interest  of  keeping 
a  steady  supply  of  workers,  last  year  Pilgrim 
founded  Texas  Employers  for  Immigration 


"How  many  people 
can  you  get  to  squat 
down  and  catch 
chickens?" 


Reform  with  owners  of  a  dozen  agriculture 
and  construction  businesses.  "You  won't 
have  to  build  a  wall  if  you  have  a  good  guest 
worker  program,"  says  William  Hammond, 
president  of  the  Texas  Association  of  Business. 

Separate  from  the  criminal  complaint, 
a  Labor  Department  investigation  uncovered 
discriminatory  hiring  practices  at  Pilgrim's 
Dallas  and  Nacogdoches,  Tex.  plants.  The 
company  denied  all  wrongdoing  but  signed 
a  consent  decree  in  September,  agreeing 
to  pay  $1  million  and  hire  63  non-Hispanic 
females,  100  Hispanic  females  and  198 
non-Hispanic  males  who  met  all  job 
qualifications  but  had  been  re 
jected  in  favor  of  Hispanic  male 
applicants. 

In  April  2007  the 
Immigration  &  Customs 
Enforcement  (ICE)  arm  of    "^^^  ( 
the  Department  of  Homeland 
Security  began  its  investigation  into 
Pilgrim's  Mount  Pleasant 
factory  after  re 
ceiving  76  calls 
complaining 
that  the  com 


pany  was  knowingly  hiring  undocumented 
workers.  Undercover  agents  and  informants 
posing  as  illegals  say  they  penetrated  a  ring 
of  identity  thieves  and  document  peddlers  at 
the  plant.  According  to  ICE,  Daniel  Totosaus- 
Rodriguez  had  been  working  at  the  plant  for 
a  year,  making  $440  a  week  under  the  stolen 
identity  of  one  Alberto  Morales  and  claim- 
ing to  be  involved  in  the  narcotics  trade  in 
Mexico.  He  and  his  accomplice  Marcos 
Garcia  allegedly  sold  agents  sets  of  false 
documents  for  $1,100  that  they  guaranteed 
would  be  good  enough  to  get  a  job  at  the 
plant — or  they'd  replace  them  for  free. 

Why  so  confident?  They  allegedly  had 
an  inside  connection.  Reyna  Villarreal,  the 
aunt  of  Garcia's  wife,  was  a  hiring  manager 
in  the  plant's  personnel  office.  ICE  officials 
charge  that  Villarreal  took  a  $500  bribe  to 
hire  the  undercover  informant  brought  to 
her  by  Garcia  and  that  they  had  similarly 
given  jobs  to  more  than  a  dozen  other  iden- 
tity thieves.  What's  curious  is  that  Villar- 
,  real  was  working  there  at  all.  ICE  agents 
discovered  that  she  got  her  first  job 
with  Pilgrim's  Pride  in  2000  under 
e  name  Reyna  C.  Aleman, 
using  a  Social  Security 
number  stolen  from  an 
Ohio  man;  she  falsely 
claimed  (under  penalty  of  perjury) 
on  employment  forms  that  she  was 
a  U.S.  citizen.  Then  in  October 
2002,  says  ICE,  Reyna 
Aleman  resigned  from 
Pilgrim's  Pride,  only  to 
be  rehired  the 


H 


Bo  knows? 
The  founder 
and  friend. 
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3RD  LAW  OF  HEALTHONOMICS: 


Soaring  healthcare 
costs  are  only 
the  symptoms. 

You've  got 
to  start  treating 
the  disease. 


More  employers  are  rethinking  their  responses  to  escalating  health- 
care costs.  Why?  They  recognize  chronic  diseases  are  the  root 
problem.  Example:  An  employee  managing  his  diabetes  might  cost 
$5,000  per  year.1  An  employee  not  managing  his  diabetes  could  cost 
up  to  $45,000. 1  The  win-win  here  is  that  by  providing  employees 
incentives  to  lead  healthier  lives  and  helping  them  manage  their 
chronic  diseases,  you  reduce  your  healthcare  costs.  And  you'll  have 
healthier  employees.  Sure  beats  the  alternative. 

Learn  about  lowering  costs  now  at  www.CenterVBHM.com 


GlaxoSmithKline 
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Health  Alliance 


Reference:!.  Health  Partners.  Beyond  Benefits.  January  2006.  http:/Avww.hcalthpartncrs.com:747/media/'bcyondbenerirs/BB0106_br.htm.  Last  accessed  8/3/07. 
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next  day  to  the  same  job  as  Reyna  Villar- 
real,  with  a  different  Social  Security  num- 
ber. On  her  application  she  claimed  she  had 
not  worked  at  Pilgrims  Pride  before. 

That  evidently  didht  bother  her  super- 
visor, Hope  Anguiano,  who  in  2003  wrote  an 
internal  memo  explaining  that  Aleman/Vil- 
larreal  had  previously  worked  for  the  com- 

TELEVISION 


pany  under  a  different  identity,  according  to 
ICE.  Pilgrims  Pride  also  notarized  Villarreals 
employment  documents  and  submitted  them 
to  the  Immigration  &  Naturalization  Service. 
When  the  case  comes  to  trial  later  this  year, 
Villarreal  faces  as  much  as  20  years  in 
prison,  according  to  prosecutors. 

During  the  investigation  last  summer  Pil- 


grim's Pride  fired  100  or  so  workers  at  Mount 
Pleasant  for  having  "bad  papers."  The  com- 
pany says  it  continues  to  improve  its  hiring 
practices  and  always  checks  the  authenticity 
of  Social  Security  numbers  used  by  applicants. 
Culpability,  apparently,  doesn't  affect  the 
pecking  order:  So  far  no  executive  at  the  com- 
pany has  been  called  to  account.  F 


The  Peacock's  Golden  Egg 

NBC's  scramble  to  fill  hours  during  the  strike  is 
another  score  for  USA  Network  |  By  Lea  Goldman 


FANS  OF  LAW  &  ORDER: 
Criminal  Intent  may 
experience  deja  vu  when 
they  catch  a  glimpse  of  the 
iconic  spinoff  airing  on  NBC.  It 
was  cast  off  last  spring  to  NBC's 
cable  cousin,  USA  Network, 
because  of  disappointing  rat- 
ings. But  with  the  Hollywood 


writers  strike  nearing  its  third 
month,  NBC's  inventory  of 
fresh  programming  is  running 
low.  To  fill  holes,  NBC  is  rely- 
ing, in  part,  on  hand-me- 
downs  from  USA  Network's 
closet,  among  them,  Law  & 
Order  (now  a  hit  on  USA), 
Monk  and  Psych,  which  will  air 
on  NBC  come  March. 

It's  a  coup  of  sorts  for 
Bonnie  Hammer,  president  of 
USA  Network.  "We're  happy  to 
do  it,"  she  says  of  the  deal,  as 


though  she  were  lending  a  car 
instead  of  a  TV  series.  As  the  rest 
of  the  broadcast  network  chiefs 
wring  their  hands,  the  strike  has 
underscored  Hammer's  success 
at  USA,  and  she's  happy  to  ex- 
ploit it.  "The  company  has 
made  it  very  clear  to  me  how 
valuable  I  am,"  Hammer  says  in 
a  rare  moment  of 
boastfulness. 

USA  is  ad-sup- 
ported cable's  top- 
rated  network  for  the 
second  year  running, 
thanks  to  shows  like 
Monk,  Psych  and  the 
wildly  popular  WWE 
Raw  wrestling  fran- 
chise. "She  put  that 
network  on  the  map 
as  a  destination  for 
quality  programming,"  says 
Shari  Anne  Brill,  senior  vice 
president  of  Carat,  a  media 
buyer  for  advertisers  like 
Pfizer  and  Papa  John's  Pizza. 

Those  ratings  have  made 
USA  Network  the  most  prof- 
itable television  division  of 
parent  company  NBC  Univer- 
sal— this  when  the  company  is 
looking  to  cut  $750  million  in 
costs.  Since  Hammer  took 
over  in  2004,  USA's  cash  flow 
(defined  as  licensing  fees  and 
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Special  Offer 


Valid  thru.  March  26,  2008 


China  Shakes  the  World,  has  won  the  2006 
Financial  Times  and  Goldman  Sachs  Business 
Book  of  the  Year  award. 

To  receive  this  FREE  book,  enter  china2 
when  you  open  a  trading  account  today  at: 

zecco.com/forbes 
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Outfront 


ad  revenues,  less  program- 
ming and  other  expenses)  has 
more  than  doubled  to  $610  mil- 
lion last  year.  NBCU's  Sci  Fi 
Channel,  also  headed  by 
Hammer,  is  the  sixth  most 
watched  cable  channel  on  TV. 
Its  cash  flow,  $230  million  last 
year,  has  grown  16%  on  aver- 
age annually  since  2001.  NBC, 
by  contrast,  eked  out  a  reported 
$100  million  in  pretax  profit 
last  year. 

A  former  producer  of  PBS' 
This  Old  House,  Hammer,  57, 
joined  the  Sci  Fi  Channel  in 
1989  and  was  running  the 
network  12  years  later.  NBCU 
bought  a  majority  stake  from 
Vivendi  in  2004  and  tapped 
Hammer  to  also  run  its  USA 
Network,  then  a  repository  for 
failed  network  series  and  tired 
reruns  {Murder  She  Wrote). 
Hammer  implemented  the 
"Characters  Welcome"  brand- 


The  company  has  made 
it  very  clear  to  me 
how  valuable  I  am." 


ing  campaign  and  shepherded 
a  slew  of  hits,  including  the 
latest,  Burn  Notice,  a  spy- 
thriller  series. 

She  remains  relatively 
immune  to  the  strike  because 
USA  can  increase  the  network's 
percentage  of  airtime  already 
devoted  to  reruns,  now  81%. 
Also,  by  lending  her  program- 
ming to  NBC,  she  hopes  to  win 
new  viewers  who  will  follow 
the  shows  back  home  to  USA 
when  the  strike  is  over.  That 
could  translate  to  more  lever- 
age with  cable  operators,  who 
pay  license  fees  to  carry  the 
network.  USA,  which  airs  in  95 
million  homes,  already  com- 


mands 50  cents  per  subscriber 
per  month,  more  than  CNN 
(46  cents),  Nickelodeon  (43 
cents)  and  MTV  (30  cents), 
according  to  TV  research  firm 
SNL  Kagan. 

Two  years  ago  Hammer's 
name  was  bandied  about  as  a 
possible  successor  to  Universal 
Pictures  chairman  Stacey 
Snider,  who  was  defecting  to 
DreamWorks  SKG.  (Universal 
Studios  President  Ron  Meyer 
remains  a  fan:  "Bonnie  creates 
tremendous  value  for  the  busi- 
nesses she  runs  at  NBC  Univer- 
sal.") Last  year  Hammer's 
name  cropped  up  again,  this 
time  as  a  candidate  to  replace  | 


Kevin  Reilly,  NBC's  outgoing 
head  of  entertainment.  She 
didn't  get  that  job,  either, 
though  she  says  she  never 
wanted  it. 

NBCU  may  finally  be  mak- 
ing good.  On  Jan.  16  Hammer 
handed  off  day-to-day  opera- 
tions of  Sci  Fi,  prompting 
speculation  that  NBCU  might 
create  a  post  for  her  overseeing 
its  expanding  cadre  of  cable 
properties.  (In  October  NBCU 
bought  Oxygen  Media,  which 
boasts  its  own  cable  network, 
for  $925  million.)  Still,  it's  con- 
ceivable Hammer  could  bolt 
for  a  top  spot  on  Oprah  Win- 
frey's recently  announced 
cable  network,  a  partnership 
with  Discovery  Communica- 
tions. Would  she  entertain  a 
call  from  the  Queen  of  All 
Media?  "I  will  never  not  take 
anyone's  phone  call,"  says 
Hammer.  F 
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They're  Still  Partying  in  Canada 

Oil  isn't  the  only  thing  that's  booming  up  north.  House  prices  have  climbed  90%  since  2000  in  Canada,  to  an  average 
$313,600.  (U.S.  prices  shot  up  38%  to  $256,500  during  the  same  time  period)  A  strong  economy,  low  interest  rates  and  the 
introduction  of  40-year  mortgages  enabled  many  Canadians  to  afford  prices  once  out  of  reach.  So  is  the  country  primed 
for  a  pop  in  the  bubble,  too?  ?vlaybe— though  it  wouldn't  be  due  to  subprime  mortgages.  Only  5%  of  Canadian  mort- 
gages are  considered  subprune.  The  bigger  concern:  The  U.S.  economy  is  sluggish  enough  to  put  a  damper  on  Canada's. 
Three-quarters  of  Canadian      le  goes  to  the  U.S.  "If  the  American  economy  has  a  slowdown,  there  will  be  repercus- 
sions in  Canada,  no  question  al       £  says  Christopher  Ragan,  an  economist  at  McGill  University.— David  K.  Randall 
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OUTSOURCING  PRODUCTION  MAINTENANCE  TO  ADVANCED  TECHNOLOGY  SERVICES  HELPS 
PRODUCTIVITY  SOAR  AT  EATON  AEROSPACE.  The  leader  in  electromechanical  controls  for  the 
aerospace  and  defense  industry  is  now  able  to  work  on  shorter  lead  times,  respond  faster  and  provide 
better  on-time  delivery  since  outsourcing  production  maintenance  to  ATS.  Through  a  disciplined  pro- 
gram of  planned  and  preventive  maintenance,  Eaton  has  been  able  to  reduce  critical  machine  down- 
time by  as  much  as  30%  and  improve  on-time  delivery  by  10%.  Let  ATS  raise  the  performance  of  your 
manufacturing  assets.  Call  877.662.401 1  for  a  free  assessment. 


ATS 


Advanced  Technology  Services,  Inc. 

We  Make  Factories  Run  Better. 

www.advancedtech.com 


"ATS  is  a  data-driven  organization 
that  has  helped  us  reduce  unplanned 
downtime  and  increase  on-time  delivery. ' 

PRESTON  MATHIS,  PLANT  MANAGER, 
EATON  AEROSPACE,  SARASOTA,  FLORIDA 


Download  The  Guide  To  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance,  www.advancedtech.com/thequide 


WALTER  SCHLOSS  HAS 
lived  through  17  reces- 
sions, starting  with  one 
when  Woodrow  Wilson 
was  President.  This  old- 
school  value  investor  has  made  money 
through  many  of  them.  What's  ahead  for 
the  economy?  He  doesn't  worry  about  it. 

A  onetime  employee  of  the  grand 
panjandrum  of  value,  Benjamin  Graham, 
and  a  man  his  pal  Warren  Buffett  calls  a 
"superinvestor,"  Schloss  at  91  would  rather 
talk  about  individual  bargains  he  has  spot- 
ted. Like  the  struggling  car-wheel  maker 
or  the  moneylosing  furniture  supplier. 

Bushy-eyebrowed  and  avuncular, 
Schloss  has  a  laid-back  approach  that  fast- 
money  traders  couldn't  comprehend.  He 
has  never  owned  a  computer  and  gets  his 
prices  from  the  morning  newspaper.  A  lot 
of  his  financial  data  come  from  company 
reports  delivered  to  him  by  mail,  or  from 
hand-me-down  copies  of  Value  Line,  the 
stock  information  service. 

He  loves  the  game.  Although  he 
stopped  running  others'  money  in  2003- 
by  his  account,  he  averaged  a  16%  total 
return  after  fees  during  five  decades  as  a 
stand-alone  investment  manager,  versus 
10%  for  the  S&P  500— Schloss  today  over- 
sees his  own  multimillion-dollar  portfolio 
with  the  zeal  of  a  guy  a  third  his  age.  In  a 
day  of  computer  models  that  purport  to 
quantify  that  hideous  and  mysterious 
force  called  risk,  listening  to  Schloss  talk 
of  his  simple,  homespun  investing  meth- 
ods is  a  tonic. 

"Well,  look  at  that,"  he  says  brightly 
while  scanning  the  paper.  "A  list  of  worst- 
performing  stocks." 

During  his  time  as  a  solo  manager 
after  leaving  Graham's  shop,  he  was  a  de 
facto  hedge  fund.  He  charged  no  man- 
agement fee  but  took  25%  of  profits.  He 
ran  his  business  with  no  research  assis- 
tants, not  even  a  secretary.  He  and  his 
son,  Edwin  (who  joined  him  in  1973),, 
worked  in  a  single  room,  poring  over 
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Schloss'  Watch  List 


The  veteran  investor  says  buy  Superior,  but  for  now  just  track  the  other  battered  names.  If  they  continue  to  fall,  consider 
buying  them,  too. 


PRiCF 


COMPANY 

RECENT 

52-WEEK 
HIGH 

P/E 

PRICE/ 
BOOK 

COMMENT 

BASSETT  FURNITURE  INDUSTRIES 

$11.05 

$16.70 

NM 

0.6 

Consider  buying  if  dividend  is  cut. 

CNA  FINANCIAL 

31.68 

51.96 

8 

0.9 

Tisch  family  controls  undervalued  insurer. 

DOW  CHEMICAL 

36.02 

47.96 

10 

1.9 

Accumulate  if  it  slips  further. 

SUPERIOR  INDUSTRIES  INTERNATIONAL 

16.43 

24.52 

NM 

0.8 

Car-wheel  maker  is  worth  at  least  book  value. 

TECUMSEH  PRODUCTS 

21.80 

26.59 

NM 

0.6 

Asian  rivals  hurt  compressor  maker  for  now. 

Prices  as  of  Jan.  15.  NM:  Not  meaningful.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 


alue  Line  charts  and  tables. 

In  a  famous  1984  speech  titled  the 
The  Superinvestor  of  Graham-and- 
>oddsville,"  Buffett  said  Schloss  was  a 
esh-and-blood  refutation  of  the  Efficient 
larket  Theory.  This  hypothesis  holds  that 
o  stock  bargains  exist,  or  at  least  ones 
lere  mortals  can  pick  out  consistently, 
.sked  whether  he  considers  himself  a 
jperinvestor,  Schloss  demurs:  "Well,  I 
on't  like  to  lose  money'' 

He  has  a  Depression-era  thriftiness  that 
enefited  clients  well.  His  wife,  Anna,  jokes 
lat  he  trails  her  around  their  home  turn- 
lg  off  lights  to  save  money.  If  prodded,  he'll 
etail  for  visitors  his  technique  for  remov- 
lg  uncanceled  stamps  from  envelopes, 
hose  beloved  Value  Line  sheets  are  from 
is  son,  58,  who  has  a  subscription.  "Why 
iould  I  pay?"  Schloss  says. 

Featured  in  Adam  Smiths  classic  book 
upermoney  (1972),  Schloss  amazed  the 
uthor  by  touting  "cigar  butt"  stocks  like 
:ddo  Highland  Coal  and  New  York  Trap 
.ock.  Schloss,  as  quoted  by  Smith,  was  the 
aul  of  self-effacement,  saying,  "I'm  not 
ery  bright."  He  didn't  go  to  college  and 
:arted  out  as  a  Wall  Street  runner  in  the 
930s.  Today  he  sits  in  his  Manhattan 
partment  minding  his  own  capital  and 
njoying  simple  pleasures.  "Look  at  that 
awk!"  he  erupts  at  the  sight  of  one  wing- 
lg  over  Central  Park. 

One  company  he's  keen  on  now  shows 


the  Schloss  method.  That's  the  wheel- 
maker.  Superior  Industries  International 
gets  three-quarters  of  sales  from  ailing 
General  Motors  and  Ford.  Earnings  have 
been  falling  for  five  years.  Schloss  picks 
up  a  Value  Line  booklet  from  his  living 
room  table  and  runs  his  index  finger 
across  a  line  of  numbers,  spitting  out  the 
ones  he  likes:  stock  trading  at  80%  of  book 
value,  a  3%  dividend  yield,  no  debt.  "Most 
people  say,  'What  is  it  going  to  earn  next 
year?'  I  focus  on  assets.  If  you  don't  have  a 
lot  of  debt,  it's  worth  something." 

Schloss  screens  for  companies  ideally 
trading  at  discounts  to  book  value,  with 
no  or  low  debt,  and  managements  that 
own  enough  company  stock  to  make 
them  want  to  do  the  right  thing  by  share- 
holders. If  he  likes  what  he  sees,  he  buys  a 
little  and  calls  the  company  for  financial 
statements  and  proxies.  He  reads  these 
documents,  paying  special  attention  to 
footnotes.  One  question  he  tries  to  answer 
from  the  numbers:  Is  management  honest 
(meaning  not  overly  greedy)?  That  mat- 
ters to  him  more  than  smarts.  The  folks 
running  Hollinger  International  were 
smart  but  greedy — not  good  for  investors. 

Schloss  doesn't  profess  to  understand 
a  company's  operations  intimately  and 
almost  never  talks  to  management.  He 
doesn't  think  much  about  timing — am  I 
buying  at  the  low?  selling  at  the  high? — or 
momentum.  He  doesn't  think  about  the 


economy.  Typical  work  hours  when  he 
was  running  his  fund:  9:30  a.m.  to  4:30 
p.m.,  only  a  half  hour  after  the  New  York 
Stock  Exchanges  closing  bell. 

Schloss  owns  a  prized  1934  edition  of 
Graham's  Security  Analysis  he  still  thumbs 
through.  Its  binding  is  held  together  by  three 
strips  of  Scotch  tape.  In  the  small  room  he 
invests  from  now,  across  the  hall  from  his 
apartment,  one  wall  contains  a  half-dozen 
gag  pictures  of  Buffett  (the  Omaha  sage  with 
buxom  cheerleaders  or  with  a  towering  stack 
of  Berkshire  Hathaway  tax  returns).  Each  has 
a  joke  scribbled  at  the  bottom  and  a  saluta- 
tion using  Schloss'  nickname  from  the  old 
days,  Big  Walt. 

Schloss  first  met  that  more  famous 
value  hunter  at  the  annual  meeting  of 
wholesaler  Marshall  Wells.  The  future 
billionaire  was  drawn  there  for  the  reason 
Schloss  had  come:  The  stock  was  trading 
at  a  discount  to  net  working  capital  (cash, 
inventory  and  receivables  minus  current 
liabilities).  That  number  was  a  favorite 
measure  of  value  at  Graham-Newman, 
the  investment  firm  Schloss  joined  after 
serving  in  World  War  II.  Buffett  came  to 
the  firm  after  the  Marshall  Wells  meeting, 
sharing  an  office  with  Schloss  at  New  York 
City's  Chanin  Building  on  East  42nd 
Street. 

Schloss  left  the  Graham  firm  in  1955 
and  with  $100,000  from  19  investors 
began  buying  "working  capital  stocks"  on 
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The  Shrinking  Prostate  Chronicles  #  13 


"Now  if  he  can  shrink  the  deficit  too, 
he's  got  my  vote." 


There's  no  telling  what  effect  an 
enlarging  prostate  will  have  on  you. 
But  for  some  men,  symptoms  can  begin 
to  interfere  with  everyday  life. 

•  Are  you  always  going  to  the  bathroom? 

•  Do  you  get  up  to  go  two  or  more  times 
a  night? 

•  Are  you  starting  and  stopping? 

•  Do  you  have  difficulty  going  once  you 
get  to  the  bathroom? 

If  you  have  these  urinary  symptoms, 
you  might  have  an  enlarging  prostate. 
Untreated,  it's  a  problem  that  could 
get  worse.  That's  why  there's  Avodart. 
Other  medications  don't  treat  the  cause, 
because  they  don't  shrink  the  prostate. 
Over  time,  Avodart  can  actually  help 
bring  the  prostate  down  to  size  and 
improve  urinary  symptoms  over  the  long 


term.  Ask  your  doctor  if  Avodart  is  right 
for  you.  It  might  just  mean  a  lot  less  time 
spent  in  the  restroom. 
Important  Safety  Information  About 
Prescription  AVODART*  (dutasteride): 
Avodart  is  used  to  treat  urinary 
symptoms  of  Enlarging  Prostate.  Only 
your  doctor  can  tell  if  your  symptoms 
are  from  an  enlarged  prostate  and  not  a 
more  serious  condition,  such  as  prostate 
cancer.  See  your  doctor  for  regular 
prostate  exams.  Women  and  children 
should  not  take  Avodart.  Women  who 
are  or  could  become  pregnant  should 
not  handle  Avodart  due  to  the  potential 


Shrink  it. 


risk  of  a  specific  birth  defect.  Do  not 
donate  blood  until  at  least  six  months 
after  stopping  Avodart.  Tell  your  doctor 
if  you  have  liver  disease.  Avodart  may 
not  be  right  for  you.  Possible  side 
effects,  including  sexual  side  effects 
and  swelling  or  tenderness  of  the 
breast,  occur  infrequently.  For  more 
information,  call  1.800.448.8176. 
See  important  patient  information  on 
next  page. 


AVOPART 


OTHER 
PRUSS 


To   LEARN   MORE  VISIT  AVODART.COM 


s  own,  like  mattressmaker  Burton- 
ixie  and  liquor  wholesaler  Schenley 
tdustries.  Success  drew  in  investors, 
'entually  rising  to  92.  But  Schloss  never 
arketed  his  fund  or  opened  a  second 
le,  and  he  kept  money  he  had  to  invest 
'  a  manageable  size  by  handing  his 
vestors  all  realized  gains  at  year-end, 
lless  they  told  him  to  reinvest. 

In  1960  the  S&P  was  up  half  a  percent  - 
;e  point,  with  dividends.  Schloss 
turned  7%  after  fees.  One  winner: 
>wnes  Brothers  &  Co.,  a  glovemaker 
eked  up  for  $2,  nicely  below  working 
pital  per  share,  and  sold  at  $15.  In  the 
'80s  and  1990s  he  also  saw  big  winners. 
i  then,  since  inventory  and  receivables 
id  become  less  important,  he  had  shifted 
stocks  trading  at  below  book  value.  But 
e  tempo  of  trading  had  picked  up.  He 
ten  found  himself  buying  while  stocks 
ill  had  a  long  way  to  fall  and  selling  too 
rly  He  bought  Lehman  Brothers  below 
>ok  shortly  after  it  went  public  in  1994 
id  made  75%  on  it  in  a  few  months. 


Then  Lehman  went  on  to  triple  in  price. 

Still,  many  of  his  calls  were  spot-on. 
He  shorted  Yahoo  and  Amazon  before 
the  markets  tanked  in  2000,  and  cleaned 
up.  After  that,  unable  to  find  many 
cheap  stocks,  he  and  Edwin  liquidated, 
handing  back  investors  $130  million.  The 
Schlosses  went  out  with  flair:  up  28%  and 
12%  in  2000  and  2001  versus  the  S&P's 
-9%  and -12%. 

The  S&P  now  is  off  15%  from  its  peak, 
yet  Schloss  says  he  still  doesn't  see  many 
bargains.  He's  30%  in  cash.  A  recession,  if 
it  comes,  may  not  change  much.  "There're 
too  many  people  with  money  running 
around  who  have  read  Graham,"  he  says. 

Nevertheless,  he  has  found  a  smatter- 
ing of  cheap  stocks  he  thinks  are  likely  to 
rise  at  some  point.  High  on  his  watch  list 
{see  table,  p.  49)  is  CNA  Financial,  trading 
at  10%  less  than  book;  its  shares  have 
fallen  18%  in  a  year.  The  insurer  has  little 
debt,  and  89%  of  the  voting  stock  is 
owned  by  Loews  Corp.,  controlled  by  the 
billionaire  Tisch  family  He  says  buy  if  it 


  &  

gets  cheaper.  "I  can't  say  people  will  get 
rich  on  it,  but  I  would  rather  be  safe  than 
sorry,"  he  says.  "If  it  falls  more,  I  won't 
worry  about  it.  Let  the  Tisches  worry 
about  it." 

Schloss  flips  through  Value  Line  again 
and  stops  at  page  885:  Bassett  Furniture, 
battered  by  a  lousy  housing  market.  The 
chair-  and  tablemaker  is  trading  at  a  40% 
discount  to  book  and  sports  an  80-cent 
dividend,  a  fat  7%  yield.  Schloss  mutters 
something  about  how  book  value  hasn't 
risen  for  years  and  how  the  dividend  may 
be  under  threat. 

His  call:  Consider  buying  when  the  com- 
pany cuts  its  dividend.  Then  Bassett  will  be 
even  cheaper  and  it  eventually  will  recover. 

If  only  he  had  waited  a  bit  to  buy 
wheelmaker  Superior,  too.  It's  been  two 
years  since  he  bought  in,  and  the  stock  is 
down  a  third.  But  the  superinvestor,  who 
has  seen  countless  such  drops,  is  philo- 
sophical and  confident  this  one  is  worth 
book  at  least.  "How  much  can  you  lose?" 
he  asks.  F 


atient  Information 

VODARTe(dutasteride) 

oft  Gelatin  Capsules 

VODART  is  for  use  by  men  only. 


Read  the  information  you  get  with  AVODART 
before  you  start  taking  it  and  each  time  you  refill 
your  prescription.  There  may  be  new  information. 
This  information  does  not  take  the  place  of  talking 
with  your  doctor. 


0.5  mg/Once  Daily 


JtyODART 

(dutasteride) 


hat  is  AVODART? 

ODART  is  a  medication  for  the  treatment  of 
nptoms  of  benign  prostatic  hyperplasia  (BPH) 
men  with  an  enlarged  prostate  to: 

nprove  symptoms 

educe  the  risk  of  acute  urinary  retention 
i  complete  blockage  of  urine  flow) 
educe  the  risk  of  the  need  for  BPH-related 
jrgery 

ODART  is  not  a  treatment  for  prostate  cancer. 

ho  should  NOT  take  AVODART? 

/omen  and  children  should  not  take  AVODART. 
woman  who  is  pregnant  or  capable  of  becoming 
regnant  should  not  handle  AVODART  capsules. 


•  If  a  woman  who  is  pregnant  with  a  male  baby  gets 
enough  AVODART  into  her  body  after  swallowing  it 
or  through  her  skin  after  handling  it,  the  male  baby 
may  be  born  with  abnormal  sex  organs. 

•  Do  not  take  AVODART  if  you  have  had  an  allergic 
reaction  to  AVODART  or  any  of  its  ingredients. 

What  are  the  special  precautions 
about  AVODART? 

•  Men  treated  with  AVODART  should  not  donate 
blood  until  at  least  6  months  after  their  final  dose 
to  prevent  giving  AVODART  to  a  pregnant  female 
through  a  blood  transfusion. 

•  Tell  your  doctor  if  you  have  liver  problems. 
AVODART  may  not  be  right  for  you. 

•  A  blood  test  called  PSA  (prostate-specific  antigen) 
is  sometimes  used  to  detect  prostate  cancer. 
AVODART  will  reduce  the  amount  of  PSA 


measured  in  your  blood.  Your  doctor  is  aware  of 
this  effect  and  can  still  use  PSA  to  detect  prostate 
cancer  in  you. 

What  are  the  possible  side  effects 
of  AVODART? 

Possible  side  effects  are  impotence  (trouble 
getting  or  keeping  an  erection),  a  decrease  in 
libido  (sex  drive),  enlarged  breasts,  a  decrease 
in  the  amount  of  semen  released  during  sex,  and 
allergic  reactions  such  as  rash,  itching,  hives, 
and  swelling  of  the  lips  or  face.  These  events 
occurred  infrequently. 

Talk  with  your  doctor  if  you  have  questions  about 
these  and  other  side  effects  that  you  think  may 
be  related  to  taking  AVODART. 
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INTERNATIONAL  INVESTING 


Riding  the  Dollar 

You  did  well  with  your  overseas  funds  last  year. 
But  was  that  just  a  currency  fluke?  It  pays  to  know. 

By  Zack  O'Malley  Greenburg  and  James  M.  Clash 


A U.S.  INVESTOR  OWNING  FOR- 
eign  stock  index  funds  would 
have  made  12.1%  last  year  in 
France,  more  than  double  the  S&P  500's 
5.5%  total  return. 

But  the  French  performance  is  deceiv- 
ing. It  reflects  the  weakness  of  the  dollar, 
which  made  investments  in  euro-denomi- 
nated securities  worth  more  to  U.S.  investors. 
In  euros,  France  was  up  just  1.2%  (dividends 
included).  Canadian  stocks  did  well  for 
Americans  last  year,  up  28.4%.  But  for 
Canadians  they  earned  only  10.5%. 

Pay  attention  to  currencies  when  you 
go  shopping  for  an  international  fund. 
The  performance  number  you  see  may 
look  like  evidence  of  being  in  the  right 
economy  at  the  right  time.  On  closer 
examination  it  may  amount  to  not  much 
more  than  a  currency  move. 

A  bet  on  foreign  stocks  is  really  two 


bets  at  once:  that  equity  markets  will  do 
well  overseas  and  that  the  dollar  will  be 
weak.  You  can  separate  these  bets  if  you 
want.  There  are  ways,  which  we  will  detail 
below,  to  buy  foreign  stocks  while  strip- 
ping out  the  currency  effect. 

The  main  reason  for  investing  abroad 
is  diversification.  Since  European,  Asian 
and  U.S.  economies  are  somewhat 
detached,  you  can  gain  in  safety  by  adding 
foreign  stocks  without  sacrificing 
expected  return.  But  there  is  no  compara- 
ble gain  to  be  had  from  diversifying  your 
currency  exposure.  You  should  have 
exposure  to  Japanese  yen,  euros  and 
Brazilian  reals  only  if  you  really  want  to 
bet  against  the  dollar. 

In  recent  years  antidollar  bets  paid  off. 
In  2007  the  greenback  lost  9.6%  of  its 
value  to  the  euro,  and  even  more  to  some 
other  currencies  like  the  real  (-16.7%) 


and  the  Polish  zloty  (-15%). 

But  beware:  What  goes  down  eventu- 
ally comes  back.  The  European  Central 
Bank,  faced  with  a  slowing  economy  on 
the  Continent,  is  mulling  a  reversal  of  its 
tightening  bias.  The  Bank  of  England,  the 
UK's  central  bank,  already  has  loosened. 
Lower  interest  rates  tend  to  bring  on  lower 
currency  values.  Purchasing-power  com- 
parisons also  suggest  that  euros  and 
pounds  are  a  bit  overpriced  and  due  for  a 
correction. 

With  the  world's  largest  economy  by- 
far,  the  dollar  has  enjoyed  preeminence 
over  most  of  the  last  century.  Still,  it  suf- 
fers periodic  spells  of  weakness.  Jeremy 
Grantham,  chairman  of  GMO  in  Boston, 
has  charted  six  cycles  dating  back  to  1973. 
He  measures  the  performance  of  the  S&P 
against  the  rest  of  the  developed  world, 
using  the  EAFE  Index,  excluding  the  skew- 
ing effect  of  Japan  and  its  endless  eco- 
nomic woes.  In  all  six  cycles  one  index 
outperformed  the  other  by  at  least  50  per- 
centage points.  In  all  cases,  currency 
movements  have  accounted  for  a 
significant  portion  of  the  winning  index's 
extra  return. 

In  the  latest  cycle,  December  2001 
through  year-end  2007,  the  EAFE  went  up 
152%  in  dollar  terms  while  the  S&P  was 
up  only  44%.  But  the  EAFE  went  up  only 
57%  in  local  currencies.  Six  years  is  a  long 
time,  and  we  may  be  ready  for  the  next 
cycle.  Should  the  dollar  regain  momen- 
tum, the  currency  differential  that  juiced 
foreign  indexes  will  work  in  reverse,  and 
U.S.  investors  riding  high  on  overseas 
funds  could  get  hammered. 

So  how  do  you  diversify  into  foreign 
stocks  without  taking  a  lot  of  risk  in 
foreign  currencies?  Here  are  some  ways. 

Buy  a  hedged fund.  The  Tweedy,  Browne 
Global  Value  Fund,  which  gets  a  FORBES 
grade  of  D  in  up  markets  but  scores  an  A 
in  down  markets,  hedges  its  foreign  currency 
exposure.  That  is,  if  it  bought  a  stock  in 
Brazil  it  could  simultaneously  short  some 
reals.  The  Julius  Baer  International  Equity 
Fund  is  another  good  one  (grades:  A  and 
A)  that  does  some  hedging. 

Buy  a  fund  and  buy  a  hedge.  Most 
international  funds  do  not  hedge  cur- 
rencies. That  group  includes  such 
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No  one  steals  your  blanket,  your  kids  don't  wake  you  up 
and  you  always  get  breakfast  in  bed. 

Could  Qantas  Skybed  be  better  than  your  own  bed? 


Qantas  Skybed,  the  only  business  class  bed  flying  non-stop  to  Australia, 

The  award  winning  Skybed  is  now  available  on  our  non-stop  flights  from  Los  Angeles  to  Australia 
and  New  Zealand.  You  can  also  enjoy  Skybed  non-stop  from  San  Francisco  and  on  our  new  daily 
direct  service  from  New  York  to  Australia.  Settle  back,  put  on  the  complimentary  brushed  cotton 
pyjamas  and  sink  into  your  own  cocoon  away  from  the  stresses  of  the  world. 

''New  York  flights  make  one  stop  in  Los  Angeles.  Available  on  all  B747-400  and  A330-200  flights  to  Australia  and  New  Zealand. 
Subject  to  last  minute  change  of  aircraft. 


qantas.com/us 


actively  managed  funds  as  the  Vanguard 
International  Growth  Fund  (FORBES 
grades:  B  and  B)  and  most  index  funds 
(that  is  including  exchange-traded 
funds).  If  you  want  to  own  the  stocks  in 
these  funds  but  not  their  implicit  cur- 
rency bets,  buy  the  fund  and  then  short 
the  corresponding  currency.  (For  more, 
see  the  Forbes  2008  Fund  Guide  at 


contract).  If  the  euro  goes  up  10%,  you 
would  be  up  $18,300;  if  it  goes  down  10%, 
you're  out  the  same  amount.  This  contract 
would  have  to  be  rolled  over  every  quar- 
ter— otherwise  you're  on  the  hook  for  the 
full  value. 

"Futures  trading  is  not  for  the  faint  of 
heart,"  cautions  Daniel  O'Neil,  executive  vice 
president  of  futures  at  OptionsXpress  in 


weighted  basket  of  euros,  yen,  pounds  and 
other  currencies.  The  match  between  the 
stock  weightings  and  the  currency  basket 
is  not  perfect,  but  it  is  close  enough.  Go 
long  to  protect  yourself  from  a  slump  in 
volatile  overseas  currencies.  Current  con- 
tract size:  $76,000. 

There  are  plenty  of  currency  funds 
that  work  in  the  other  direction.  That  is, 


Jeremy  Grantham:  "They  are  growing  like  weeds, 
they're  acquiring  dollars,  their  currencies  are  strong  and 
they  sell  at  P/E  discounts.  What  else  do  you  want?" 


www.forbes.com/fundsurvey.) 

There  are  several  ways  to  short 
currencies.  If  your  stake  in  one  foreign 
currency  is  large  enough  (close  to  six 
figures),  you  could  trade  currency  con- 
tracts on  the  Chicago  Mercantile 
Exchange.  For  example,  you  could  sell  a 
June  euro  futures  contract  (you'd  have  to 
put  up  a  $2,600  margin  on  a  125,000  euro 

The  Real  Deals 


Chicago.  "But  it's  a  very  effective  way  to 
hedge  against  adverse  currency  fluctuations." 

High  rollers  looking  to  hedge  a  fund 
that  has  a  variety  of  foreign  currencies 
built  into  it,  such  as  the  iShares  MSCI 
Emerging  Markets  Index,  should  consider 
something  like  the  U.S.  Dollar  Index  on 
the  ICE  Futures  exchange,  which  allows 
investors  to  play  the  dollar  against  a  trade- 


These  countries  beat  the  S&P  500's  5.5%  2007  return  without  the  help  of  currency  gains. 

COUNTRY           TRACKING  FUND/ETF 

1-YR  PRICE  CHANGE 
DOLLARS  REAL 

ANNUAL 
EXPENSES 
PER  $100  I 

CHINA           iShares/FTSE  Xinhua  China  25  Index 

54.7%  47.8% 

$0.74 

HONG  KONG    iShares  MSCI  Hong  Kong  Index 

39.4  39.7 

0.52 

MEXICO          iShares  MSCI  Mexico  Index 

14.3  15.1 

0.51 

SOUTH  KOREA  iShares  MSCI  South  Korea  Index 

31.7  32.6 

0.68 

TAIWAN         iShares  MSCI  Taiwan  Index 

6.3  5.8 

0.68 

Performance  through  Dec.  31,  2007. 

Sources:  Exshare  via  FactSet  Research  Systems;  Barclays  Global  Investors. 

Phantom  Gains 

These  countries'  2007  gains  look  a  lot  better  in  dollar  terms.  But  wait  till  the  buck  rises. 

COUNTRY          TRACKING  FUND/ETF 

1-YR  PRICE  CHANGE 
DOLLARS  REAL 

ANNUAL 
EXPENSES 
PER  S100 

AUSTRALIA      iShares  MSCI  Australia  Index 

29.0%  17.6% 

$0.51 

BRAZIL           iShares  MSCI  Brazil  (Free)  Index 

74.8  54.9 

0.68 

CANADA         iShares  MSCI  Canada  Index 

28.4  10.5 

0.52 

FRANCE          iShares  MSCI  France  Index 

12.1  1.2 

0.51 

SPAIN            iShares  MSCI  Spain  Index 

20.9  10.0 

0.51 

Performance  through  Dec.  31,  2007. 

Sources:  Exshare  via  FactSet  Research  Systems;  Barclays  Global  Investors. 

they  are  bullish  bets  on  foreign  exchange 
and  bearish  bets  on  the  dollar.  Example: 
the  CurrencyShares  British  Pound  Ster- 
ling Trust.  Could  you  just  short  one  of 
these  things  to  hedge  away  your  pound 
exposure?  In  principle,  yes.  But  in  practice 
it's  a  bad  idea  for  an  individual  investor  to 
short  stocks  for  long  periods.  Reason: 
Brokers  have  a  habit  of  cheating  retail  cus- 
tomers out  of  the  interest  earned  on 
the  proceeds  of  short  sales. 

Buy  stocks  in  countries  whose 
currencies  don't  move  much  against 
the  dollar.  Here  you  can  get  your 
taste  of  foreign  equities  without  a  lot 
of  currency  risk.  Look  for  ETFs  that 
own  stocks  traded  in  Shanghai, 
Hong  Kong  and  Mexico  City,  since 
the  yuan,  the  HK  dollar  and  the  peso 
have  been  relatively  steady  against 
the  dollar. 

One  other  strategy  to  consider  is 
this:  You  take  currency  risk  but  take 
it  in  a  currency  you  think  will 
appreciate  against  the  dollar. 
Grantham  says  that  although 
securities  in  developing  nations  look 
overpriced,  they  offer  relative  value. 
"They  are  growing  like  weeds,  their 
finances  have  never  been  better, 
they're  acquiring  dollars,  their  curren- 
cies are  strong  and  they  sell  at  a 
discount  on  P/E,"  he  says.  "What  else 
do  you  want?" 

Perhaps  the  iShares  MSCI  South 
Korea  Index  Fund.  This  ETF  tracks 
a  market  that  boasts  a  current 
price/earnings  ratio  of  only  14, 
cheaper  than  the  S&Ps  17.  F 
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\N  YOU  HAVE  AN  IMPACT 
(  MAKING  NONE  AT  ALL? 

ft   IV/   IV  I  ^"\"T"0      These  are  the  kinds  of  challenges  that  motivate  us  at  Toyota. 

I  »  I    •       This  one  was  the  inspiration  for  our  zero  emissions  vision, 

mention  our  drive  towards  zero  waste  in  all  of  our  plants.  Our  goals  may  seem  lofty  but  we've 
significant  progress.  Like  the  fact  that  over  one  million  Toyota  and  Lexus  hybrids  around  the 
have  kept  billions  of  pounds  of  C02  out  of  the  atmosphere?  And  as  we  make  bigger  leaps 
;  all  of  our  technologies,  our  impact  on  the  environment  will  become  even  smaller.  To  learn 
visit  toyota.com/whynot 

TOYOTA 

moving  forward 


Revolutionaries 


MEDICINE 


Mark  Roth  at  his  lab  i 
Seattle.  The  mouse  i 
in  a  far  better  plao 


CIENCE  FICTION  WRITERS 
tell  us  about  astronauts  put  into 
suspended  animation  on  long  trips  to 
the  stars,  their  metabolism  slowed  to  a 
crawl  to  reduce  food  and  oxygen 
requirements.  Here  on  Earth,  some 
animals  are  already  pretty  good  at 
this  trick.  Arctic  ground  squirrels 
survive  body  temperatures  as  low  as  27 
degrees  Fahrenheit  without  freezing, 


Unlocking  the  secrets 
of  hibernation  may  help 

doctors  devise  new 
treatments  to  buy  time 
to  help  people  survive 
otherwise  lethal 
injuries. 
By  Robert  Langreth 

Suspe 
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ation 
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Ambition,  meet  execution: 


I  Revolutionaries 


DEEPER 
SLEEPERS 

Scientists  and  sci-fi  fans 

have  plumbed  the 
possibilities  of  suspended 
animation.  Hibernating 
animals  have  beaten  us  to  it. 


during  their  long  hibernation  in  the 
permafrost.  The  wood  frog  turns  into  a 
mostly  frozen  frogsicle  during  winter. 

A  handful  of  adventuresome  scientists 
are  studying  the  molecular  secrets  of 
hibernation  and  extreme  hypothermia  in 
hopes  of  finding  a  new  generation  of 
treatments  that  can  slow  down  metabo- 
lism for  just  a  few  hours.  Their  goal  is  to 
buy  time  after  a  car  accident,  gunshot 
wound  or  massive  heart  attack  to  get  a 
person  into  the  hospital  and  into  surgery 
before  they  die  or  suffer  extensive  brain 
damage. 

Their  work  is  in  the  very  preliminary 
stages,  and  human  trials  are  only  now 
being  planned.  But  the  implications  are 
huge  if  any  of  these  treatments  work. 
Without  oxygen,  heart  cells  begin  to  die  in 
20  minutes.  Brain  cells  last  just  5  minutes 
without  oxygen.  Despite  defibrillators  and 
other  modern  gear,  survival  rates  after 
cardiac  arrest  are  around  30%  inside  hos- 
pitals and  5%  or  so  outside  of  them. 

"My  goal  is  to  extend  survival  limits," 
says  maverick  biologist  Mark  Roth  at  the 
Fred  Hutchinson  Cancer  Research  Center 
in  Seattle.  In  2005  he  put  mice  into  hiber- 
nation-like states  with  small  doses  of  the 
toxic  gas  hydrogen  sulfide.  Their  oxygen 
consumption  dropped  90%,  and  their 
body  temperatures  plummeted.  They  also 


3  hours 

Elapsed  time  before 
■doctors  revived  heart  of 
skier  trapped  under  ice 
in  Norway  in  1999. 


3  hours 

Supercooled  dogs 
survived  this  long  with 
no  heartbeat,  thanks 
to  icy  saline. 


survived  otherwise  fatal  oxygen  depriva- 
tion for  six  hours.  Ikaria  Holdings,  a  com- 
pany he  cofounded  that  year,  has  already 
begun  human  safety  trials  using  very  low 
doses.  Last  fall  Roth  snagged  a  MacArthur 
Foundation  fellowship  to  pursue  his  work. 

University  of  Wisconsin  physiologist 
Hannah  Carey  has  100  squirrels  hiber- 
nating in  two  dark  walk-in  refrigerators  in 
her  lab.  She's  discovered  that  hibernating 
squirrels  can  last  20  minutes  without 
oxygen.  She  thinks  the  squirrels  have  a 
genetic  response  to  the  cold  that  protects 
them  from  multiorgan  failure.  "I  often  say 
that  people  are  the  oddities,"  jokes  Carey. 
Biotech  firm  Hiberna,  hatched  last  year 
with  undisclosed  funding  from  Boulder 
Ventures,  has  used  DNA  chips  to  spot  15 
genes  that  appear  crucial  for  protecting 
tissue  during  hibernation. 

Established  medical  practice  has  always 
aimed  at  improving  oxygen  flow  to  tissues. 
The  new  suspended  animation  treatments 
take  the  opposite  tack,  slashing  our  oxy- 
gen needs  to  help  us  through  a  crisis.  "It 
is  an  absolutely  huge  opportunity,"  says 
University  of  Toronto  pediatric  cardiolo- 
gist Andrew  Redington,  who  is  research- 
ing drugs  and  techniques  that  could  slow 
metabolism. 

The  best-tested  way  to  slow  metabo- 
lism is  to  cool  people  down.  In  2002  two 


6  hours 

Scientists  in  Seattle 
suspended  mice 
this  long  using 
hydrogen  sulfide. 


controlled  human  studies  stunned  inten- 
sive care  specialists  by  finding  that  cooling 
the  body  temperature  7  degrees  helped 
prevent  brain  damage  in  patients  whose 
hearts  had  stopped  and  been  restarted 
after  cardiac  arrest.  In  one  study  the  cool- 
ing increased  the  rate  of  survival  with 
minimal  or  moderate  disability  from  26% 
to  49%,  according  to  results  published  in 
The  New  England  Journal  of  Medicine.  The 
mechanism  is  unclear,  but  cooling  may 
help  reduce  brain  inflammation. 

Samuel  Tisherman  and  Patrick 
Kochanek  at  the  University  of  Pittsburgh's 
Safar  Center  for  Resuscitation  Research 
hope  that  much  more  radical  cooling  can 
save  trauma  victims.  In  experiments  on 
dogs  they  have  found  that  by  pumping 
liters  of  ice-cold  salt  water  into  their  arter- 
ies and  cooling  them  down  to  59  degrees 
they  can  preserve  vital  organs  up  to  three 
hours  after  the  heart  stops.  In  one  study 
published  in  Circulation,  the  deep  chill 
saved  the  lives  of  12  of  14  dogs  whose 
hearts  were  stopped  after  blood  loss; 
control  animals  treated  with  CPR  all  died. 

"The  heart  stops;  there  is  no  electrical 
activity  in  the  brain;  for  all  practical  pur- 
poses they  are  dead,"  says  Massachusetts 
General  Hospital  trauma  surgeon  Hasan 
Alam,  explaining  a  similar  technique  that 
he  has  perfected  on  pigs.  While  they  are 


w  ambitiou 


7  months 

Hibernation  period  of 
Madagascar's  fat- 
tailed  dwarf  lemur. 


One  year 


Han  Solo  was  frozen  this  long 
in  carbonite  after  the  end  of 
The  Empire  Strikes  Back. 


9  months 

Hibernation  period  of  the 
Arctic  ground  squirrel.  The 
critters  cool  down  to  as  low 
as  27  degrees  Fahrenheit. 


^OQyears 

In  Sleeper,  Woody  Allen 
wakes  up  in  2173  to 
find  out  smoking  is 
good  for  us. 


500  years 

South  Park's  Cartman 
freezes  himself  to  skip 
the  wait  for  a  Nintendo 
Wii.  He  oversleeps. 


spended,  Alam  can  spend  up  to  one 
ur  performing  surgery  to  repair 
tunds.  "I  can  convert  a  100%  lethal 
ury  into  a  100%  survivable  one,"  he 
rs.  With  human  trauma  victims,  cur- 
ltly  Alam  has  only  five  minutes  to  stitch 
before  tissue  damage  begins.  Alam  and 
;herman  aim  to  begin  a  50-patient  trial 
the  deep  chill  method  at  several  urban 
uma  centers  by  year-end. 

But  deep  cooling  is  invasive  and  com- 
cated,  requiring  a  trained  four-person 
xn.  (Safar  Center  spinoff  company  EPR- 
:hnologies  hopes  to  develop  automated 
Qling  equipment.)  Far  easier  would  be  a 
ug  that  induces  hibernation  on 
mand.  That's  what  biologist  Roth  is 
)king  for.  He  started  his  work  a  decade 
3,  inspired  by  news  stories  of  fishermen 
d  skiers  who  survived  after  falling  into 
'  waters  or  under  snow  for  hours.  He 
st  studied  tiny  roundworms,  little  crit- 
s  that  can  go  into  suspended  animation 
any  time  if  their  oxygen  supply  disap- 
ars;  he  found  two  genes  in  them  that 
:m  related  to  the  process  of  shutting 
ngs  down  when  oxygen  runs  low. 

That  gave  Roth  confidence  that  it 
ght  be  possible  to  induce  hibernation  in 
immals.  He  hit  on  hydrogen  sulfide  as  a 
tential  knockout  after  watching  a  televi- 
m  program  in  2002  about  spelunkers 


who  had  to  wear  respirators  when  explor- 
ing caves  filled  with  the  toxic  gas.  He  had 
to  beg  a  bit  to  persuade  the  Seattle  fire 
department  to  let  him  keep  a  tank  of  a 
compressed  gas  that  has  the  potential  for 
use  as  a  biochemical  weapon. 

When  his  staff  gassed  mice  with 
hydrogen  sulfide  at  a  fraction  of  the  lethal 
dose  for  humans,  their  body  temperatures 
plunged,  all  movement  stopped,  and  their 
breathing  slowed  to  just  a  few  breaths  per 
minute.  He  removed  the  gas  six  hours 
later,  and  the  mice  recovered  with  no  signs 
of  brain  damage,  according  to  his  report 
in  the  Apr.  22, 2005  issue  of  Science  maga- 
zine. Next  Roth  lowered  the  oxygen  level 
in  their  cage  to  5%  from  21%.  Control 
mice  who  didn't  get  the  hydrogen  sulfide 
died  in  15  minutes;  hibernating  mice  sur- 
vived 6  hours  unharmed. 

In  2005  Roth  and  the  Hutchinson 
Center  cofounded  Ikaria  (named  after  the 
Greek  island  known  for  its  sulfur  springs) 
with  $10  million  in  funding  from  Arch 
Venture  Partners,  Venrock  and  others. 
Ikaria  is  pondering  various  possible 
critical-care  uses.  In  one  Ikaria-funded 
study  published  in  the  Proceedings  of  the 
National  Academy  of  Sciences,  Albert  Ein- 
stein College  of  Medicine's  David  Lefer 
found  that  low  doses  of  hydrogen  sulfide 
slashed  heart  damage  by  72%  in  mice  after 


heart  attacks,  even  without  inducing 
hibernation.  "It's  a  very  dramatic  effect," 
says  Lefer,  who  envisions  a  new  genera- 
tion of  heart  tissue  preserving  drugs.  The 
Pentagon  is  funding  both  Roth  and  Ikaria 
in  hopes  of  devising  a  drug  that  would 
keep  hemorrhaging  soldiers  alive  long 
enough  to  be  flown  to  a  hospital. 

Hydrogen  sulfide  faces  skepticism 
because  of  its  mysterious  nature  and  its 
potential  for  toxicity.  The  University  of 
Toronto's  Redington  was  unable  to  induce 
anything  like  suspended  animation  when 
he  gave  hydrogen  sulfide  to  pigs;  the  gas 
"seemed  to  be  causing  more  stress  than 
relieving  it,"  he  says.  Adds  Pittsburgh's 
Kochanek:  "They  stumbled  onto  a  bril- 
liant finding,  there  is  no  question  about 
that,  but  the  feasibility  in  humans  is  not 
there  yet."  (Both  Ikaria  and  Roth  say  the 
gas  can  exert  organ-protective  effects  even 
at  much  lower  doses.) 

Roth  is  trying  to  figure  out  how 
hydrogen  sulfide  does  what  it  does.  One 
possibility  is  that  it  binds  to  energy- 
producing  mitochondria  in  cells  and  lulls 
them  into  a  more  restful  state.  He  is 
searching  also  for  other  therapeutic  gases, 
in  experiments  on  a  variety  of  life  forms 
ranging  from  yeast  to  pigs.  So  far  his  team 
has  found  20,  several  of  which  look 
promising,  he  says.  F 
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Ambition,  meet  execution: 


THE  WEB 


You  Get  What  You  Pay  For 

Is  sexier  social  networking  worth  $10  a  month?  This  young  couple  thinks  so. 

By  Victoria  Barret 


THERE  ARE  THOUSANDS  OF 
free  Web  sites  devoted  to 
fleshly  fare.  Scott  Banister 
knows  this.  He  cofounded 
spam-blocking  firm  IronPort 
to  stop  porn  from  flooding  corporate  in- 
boxes.  In  June  Cisco  Systems  bought 
IronPort  for  $830  million,  netting  Banis- 
ter $45  million.  This  makes  his  current 
endeavor  a  curious  one:  He 
and  his  wife,  Cyan,  are 
launching  a  social  network 
aimed  at  getting  people  to 
pay  $10  a  month  for  access  to 
"tasteful"  pictures  of  scantily 
clad  women. 

Their  site,  Zivity,  is  in 
trial  phase  until  next  year, 
and  the  waiting  list  is  20,000 
names  long.  His  former 
colleagues  don't  know  what 
to  think.  "People  ask  me  if  I 
know  what  Scott  is  up  to. 
They're  either  impressed  or 
shocked,"  says  Thomas  Gillis, 
IronPort's  marketing  chief. 

Banister,  32,  believes  social 
networks  suffer  from  the  same 
misconception  the  e-mail 
security  business  faced  before 
IronPort  debuted  in  2000.  Back 
then  many  companies  ran  a 
free,  open-source  e-mail  relay 
technology  but  ended  up 
spending  more  than  they  thought  they 
would  making  the  stuff  work.  IronPort 
charged  thousands  of  dollars  for  a  server  but 
included  useful  security  features  that  worked 
reliably. 

The  hidden  cost  of  free     Space  and 
Facebook,  according  to  Bar    ;r,  is  censor- 
ship. "People  can't  expres 
because  advertisers  want  contro 
tent.  Free  is  unfree,"  he  says, 
think  of  Zivity  as  the  HBO  of  the 


Zivity  has  no  advertising,  just  lots  of 
photos  of  women  posed  nude  or  cos- 
tumed on  rooftops,  hillsides  and  inside 
warehouses.  Cyan,  30,  poses  topless  on  the 
site  in  black  and  pink  lingerie.  Members 
vote  their  approval  of  a  shot,  and  each 
vote  earns  the  model  60  cents  and  the 
photographer  20.  Members  get  five  votes 
with  their  monthly  subscription  and  can 


Zivity  founders  Cyan  and  Scott  Banister. 

buy  more.  Zivity  s  top  model,  a  pixieish 
blonde  28-year-old  who  calls  herself  Pearl, 
has  made  $100  in  one  month  with  a  white 
lace  lingerie  scene  she  calls  Broken 
Umbrella.  "We're  trying  to  change  the  per- 
ception that  the  Web  is  an  ad-supported 
medium,"  says  Scott. 

Scott  went  to  the  University  of  Illinois 
at  Urbana-Champaign  but  dropped  out  to 


start  a  Web  advertising  firm  that  he  later 
sold  to  Microsoft.  Cyan  was  managing 
IronPort's  blacklist  of  spammers  when  the} 
met  four  years  ago  at  a  friend's  poker  night 
The  Banisters  have  been  married  for  twe 
years  and  live  in  a  generator-powered 
home  on  the  Pacific  coast. 

The  couple  raised  $1  million  from 
angel  investors  (less  than  half  is  their  own 
money)  and  are  soliciting 
another  $10  million  this  year 
They  run  Zivity  from  a 
basement  in  San  Francisco. 

Zivity  has  ground  rules: 
No  naked  men,  no  girls  with 
other  girls,  no  sex  acts  or 
extreme  closeups.  Models 
must  prove  they're  over  18. 
Photos  have  to  come  in  sets 
of  15  to  50  shots  that  tell  a 
story.  Costumed  striptease  is 
the  most  popular  theme.  "It 
should  be  about  the  woman," 
says  Cyan. 

Zivity  will  find  an 
audience  that  appreciates 
erotica,  but  the  big  money 
is  in  trashier  content. 
AdultFriendFinder,  which 
bills  itself  as  "The  World's 
Largest  Sex  &  Swinger 
Personals  Community,"  has 
no  higher  aspirations  for 
members'  posts.  Last  year 
it  did  $300  million  in  subscription  rev- 
enue, and  its  parent  company,  Various 
Inc.,  was  sold  to  Penthouse  Media  Group 
for  $500  million  in  November. 

"That  doesn't  seem  like  a  lot  of  money 
to  me,"  says  Scott  Banister.  "We're  going 
for  a  multibillion-dollar,  publicly  traded 
company.  There's  a  big  range  from  G 
ratings  to  X."  He  adds:  "In  my  life  many 
people  have  told  me  I'm  idealistic.  Usually 
that  means  I'm  onto  something." 
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3MO  CAPITAL  MARKETS  HELPED  THESE 
COMPANIES  SURGE  AHEAD  IN  2007 


AVE  MART 

Supermarkets 


Advisor  on  Acquisition  of 
Albertsons  LLC 
Northern  California  Division 

February  2007 


Advisor  on  Sale  to 
Abrams  Capital,  LLC  and 
Greenhill  Capital  Partners 


Matrix 

Portfolio  Company  of 
Tricor  Pacific  Capital,  Inc. 

$210,000,000 

Advisor  on  Sale  to 
Sunoco  Products 


May  2007 


TRANZACT 

-x^Birect  lestlts 


Portfolio  Company  of 

A  HALYARD 
$185,000,000 

Advisor  on  Sale  to 
Veronis  Suhler  Stevenson 


October  2007 


Great  Lakes  Carbon 
Income  Fund 


$765,000,000 

Advisor  on  Sale  to 
Oxbow  Carbon  and  Minerals 


July  2007 


$140,760,000 

Initial  Public  Offering 


Joint  Bookrunner 

March  2007 


"meridian  gold 


$2,800,000,000 

Advisor  on  Sale  to 
Yam  an  a  Gold 


FCStonelfc 


CAD$1 70,285,437 

Initial  Public  Offering 


Sole  Bookrunner 

May  2007 


Arlington  Capital  Partners 

Advisor  on  Acquisition  of 
Daily  Racing  Form 


(gOMSYS 


$49,000,000 

Bought  Deal 


Sole  Bookrunner 

January  2007 


TO  7 


NEMSV  C  OKPOK  1 


$188,000,000 

Advisor  on  Sale  to 
Sterling  Energy  PLC 


January  2007 


Black  Hills  Corporation 
$1,000,000,000 

Acquisition  Bridge  Facility 


Co- Arranger 

May  2007 


F  "COR 


$675,000,000 

Senior  Secured  Credit  Facilities 

Sole  Lead  Arranger, 
Sole  Bookrunner  & 
Administrative  Agent 

September  2007 


$195,000,000 

Senior  Secured  Credit  Facilities 


Joint  Lead  Arranger  & 
Co-Syndication  Agent 

November  2007 


$325,239,727 

Senior  Secured  Credit  Facilities 


Lead  Arranger  & 
Administrative  Agent 

February  2007 


The  Parker  Group 


$185,000,000 

Unit  Tranche 
Credit  Facility  with  Warrants 


Sole  Placement  Agent 

September  2007 


ealth 


MEDICINE 


Delaying  Diabetes 

Can  doctors  do  better  than  just  treat  childhood  diabetes?  Can  they  prevent  it? 

By  Robert  Langreth 


^>  NE  MILLION  AMERICANS 
^^T^^^  suffer  from  the  most  severe 
I  form  of  diabetes,  and  it  has 
^^L^^Bf  nothing  to  do  with  a  fatty 
diet  or  lack  of  exercise.  This 
is  Type  1  diabetes,  a  disease  in  which  the 
immune  system  attacks  and  kills  the  cells 
in  the  pancreas  that  produce  insulin. 
The  exact  cause  of  Type  1  diabetes  is 
unknown,  but  both  genetics  and  environ- 
mental triggers  play  a  role. 

By  the  time  symptoms  appear,  most 
of  the  cells  are  already  gone.  Eventually 
all  of  the  cells  will  die  and  the  diabetic 


will  depend  on  daily  insulin  shots  for  sur- 
vival, spending  the  rest  of  his  life  as  a 
chemist,  constantly  testing  blood  sugar 
and  injecting  precise  doses  of  insulin.  Too 
little  insulin  leads,  over  a  period  of  years, 
to  blindness,  kidney  damage  or  heart  dis- 
ease. Too  much  causes  low  blood  sugar, 
leading  to  blackouts  or  coma. 

A  few  years  ago  islet  cell  transplants 
from  cadavers  offered  glimmerings  of  a 
cure.  But  the  transplant's  effects  faded 
over  time,  and  the  cells  are  in  such  short 
supply  that  only  hundreds  of  people  have 
been  able  to  get  them.  Stem  cells  may 


someday  solve  the  prob- 
lem, but  that  science  is 
still  in  its  infancy. 

Now  into  this  gloom 
comes  a  new  type  of 
drug,  called  an  anti-CD3 
antibody,  that  aims  for 
the  first  time  to  delay  or 
prevent  development  of 
the  devastating  disease  by 
arresting  the  immune 
system's  attack  on  pan- 
creatic islet  cells.  The 
drugs,  now  entering 
final-stage  human  trials, 
are  given  to  newly  diag- 
nosed patients  for  just  a 
few  days  or  weeks  but 
appear  to  preserve  some 
insulin-producing  capac- 
ity for  years.  Ultimately 
the  drugs  may  even  be 
able  to  prevent  the  dis- 
ease from  striking  people 
at  high  risk  because  of  a 
family  history  of  diabetes 
or  bad  genes. 

"For  the  patients  it  is 
a  really  big  deal,  because  it  may  change 
the  whole  way  the  disease  unfolds  in 
them,"  says  the  University  of  Miami's  Jay 
Skyler.  Patients  who  retain  even  a  minor 
amount  of  natural  insulin  production 
are  far  less  likely  to  go  blind  or  fall  into 
a  coma  from  insulin  overdosage  than 
those  who  lose  all  their  islet  cells. 

Privately  held  biotech  firm  Tolerx, 
allied  with  GlaxoSmithkline,  aims  to 
begin,  by  summer,  a  final-stage  trial  of 
its  anti-CD3  drug,  otelixizumab,  in  250 
newly  diagnosed  adults.  MacroGenics,  of 
Rockville,  Md.,  and  its  partner  Eli  Lilly 
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FEWER 

SICK  DAYS. 

MORE 

"GET  WELL" 

DAYS. 


AMERICAN  ACADEMY  OF 

FAMILY  PHYSICIANS 

STRONG  MEDICINE  FOR  AMERICA 


That's  doctor  recommended  health  care. 

And  when  it  comes  to  maximizing  workforce 
productivity,  no  one  delivers  like  Americas  family 
physicians.  Recent  data  proves  that  employees  who 
use  patient- centered  primary  care  enjoy  better 
health  at  lower  costs — 26  percent  lower  in  IBM's 
program.  Enhanced  preventive  services,  powered 
by  the  latest  technologies,  mean  fewer  sick  days 
and  more  "on  the  job"  days.  The  health  of  your 
workforce — and  your  business — depends  on  it. 
www.familydoctor.org/familydoctor.. . 


Health  

just  began  a  500-patient  trial  with  their 
drug  teplizumab  in  recently  diagnosed 
diabetic  kids  and  adults  up  to  age  35. 
Doctors  are  testing  a  variety  of  immune 
system  stabilizers  in  diabetics,  including 
Genentech's  cancer  drug  rituximab  (sold 
under  the  brand  Rituxan). 

The  concept  of  trying  to  quell  the 
immune  system  attack  on  pancreas  cells 
in  diabetics  goes  back  decades,  but  it  has 
been  beset  by  failure  so  far.  In  the  1980s 
several  trials  treated  newly  diagnosed  dia- 
betics with  the  transplant  drug  cyclo- 
sporin to  preserve  insulin-producing 
cells  in  the  pancreas.  It  worked  only  as 
long  as  patients  continued  taking  it,  and 
its  side  effects,  including  kidney  damage, 
precluded  regular  use.  In  the  1990s  vari- 
ous trials  tried  giving  oral  insulin  and  the 


By  the  Numbers 


with  Type  1  diabetes. 


patients 


sales  of  insulin  in  2006. 


of  children  with 
Type  1  diabetes  will  get 
blackouts  or  need  to  go  to  the 
ER  with  low  blood  sugar  during 
a  5-year  period. 


times  per  day  (or  more) 
diabetics  check  blood  sugar. 


chance  of  kidney 
failure  within  30  years  of 
diagnosis. 


Sources:  American  Diabetes  Association;  IMS 
Health;  JAMA 


vitamin  nicotinamide  to  folks  at  high  risk 
of  the  disease  in  hopes  of  preventing  it; 
neither  worked. 

Researchers  believe  these  new  anti- 
bodies promote  the  production  of  a  mys- 
terious class  of  immune  system  cells 
called  regulatory  T  cells  that  act  as  peace- 
keepers to  ensure  the  rest  of  the  immune 
system's  soldiers  remain  under  control.  In 


a  healthy  person  the 
peacekeeper  cells  pre- 
dominate. But  during  an 
illness,  or  when  the  immune  system 
goes  haywire  in  autoimmune  diseases 
such  as  diabetes,  the  attacking  T 
cells  take  over. 

"We  are  trying  to  create  a  cease- 
fire in  the  immune  system,"  says 
University  of  Oxford  immunologist 
Herman  Waldmann,  who  invented  the 
Tolerx  drug. 

When  Waldmann  started  touting 
this  idea  in  1993  as  a  strategy  for  treat- 
ing various  autoimmune  disorders, 
the  idea  was  so  fringy  that  it  took  him 
two  years  to  get  his  first  big  study 
published.  Both  Waldmann  and 
UCSF  diabetes  center  director  Jeffrey  Blue- 
stone,  who  invented  the  MacroGenics  drug, 
were  originally  hoping  their  idea  would  yield 
safer  organ  transplant  drugs.  They  created 
human  antibodies  that  eliminated  some  of  the 
toxic  effects  of  an  old  Johnson  &  Johnson 
transplant  drug  called  OKT3;  it  was  the  first 
monoclonal  antibody  ever  approved  (in 
1986)  but  can  cause  severe  reactions. 

Their  interest  gradually  turned  to 
childhood  diabetes  as  evidence  increased 
that  it  was  an  autoimmune  disease  as  well. 
In  1994  the  University  of  Paris'  Lucienne 
Chatenoud  tried  treating  diabetic  mice 
with  Bluestone's  antibody.  To  her  amaze- 
ment, after  only  five  days  of  treatment  the 
symptoms  went  away  for  months  in  up  to 
80%  of  the  animals. 

But  big  drug  companies  were  wary. 
They  didn't  see  money  in  drugs  that 
would  be  taken  for  only  a  few  days,  says 
Waldmann.  So  on  his  own  he  crafted  a 
human  version  of  the  antibody,  otelix- 
izumab,  and  cofounded  Tolerx  in  2000  to 
commercialize  it  and  other  drugs.  John- 
son &  Johnson  devised  a  version  of  Blue- 
stone's  antibody  and  collaborated  with 
him  off  and  on  for  years.  But  J&J  "went 
hot  and  cold"  on  the  drug,  Bluestone  says, 
and  never  sponsored  a  trial  in  diabetics. 
He  eventually  got  the  rights  back  and 
licensed  teplizumab  to  MacroGenics. 

A  test  of  teplizumab  in  2002  showed 
that  it  could  preserve  insulin  production 
for  more  than  a  year  after  only  two  weeks 
of  injections.  In  some  patients  the  bene- 
fit has  now  lasted  five  years.  In  2005 


Tolerx  hopes  its 
otelixizumab 
antibody  will 
halt  diabetes 
by  preserving 

insulin 
production. 


Chatenoud  and  fellow 
researchers  showed  thai 
the  Tolerx  drug  had  similar  benefits 
in  an  80-patient  New  England  Journal 
of  Medicine  study.  Patients  were  able 
to  reduce  insulin  dosage  by  up  tc 
two-thirds. 

These  days  modulating  the 
immune  system  to  stave  off  diabetes 
is  all  the  rage.  Eli  Lilly  cut  a  deal 
with  MacroGenics  on  Oct.  18 
worth  $44  million  up  front  plus 
up  to  $450  million  with  passage 
of  diabetes  development  and 
sales  milestones  alone.  Five  days 
later  GlaxoSmithkline  hooked  up 
with  Tolerx  in  a  deal  worth  up  to 
$760  million.  The  trial  of  Genen- 
tech  and  Biogen  Idec's  lymphoma  drug. 
Rituxan,  in  diabetes  progression  could 
report  results  later  this  year.  Diamyd 
Medical  of  Sweden  is  pursuing  a  vaccine 
aiming  to  halt  destruction  of  insulin-pro- 
ducing cells.  Osiris  Therapeutics  is  test- 
ing in  new  diabetics  an  adult  stem-cell 
therapy  that  it  hopes  will  have  fewer  side 
effects  than  anti-CD3  drugs.  The  Juvenile 
Diabetes  Research  Foundation  is  funding 
or  cofunding  approximately  50  trials  in 
Type  1  diabetes,  up  from  5  in  2000. 

Trials  of  MacroGenics  and  the  Tol- 
erx drugs  won't  yield  definitive  answers 
until  2010  or  later.  One  unresolved  ques- 
tion is  how  long  the  beneficial  effect 
will  last,  and  whether  treatment  can  be 
repeated  if  needed.  Another  crucial  issue 
is  safety.  Both  drugs  cause  fever,  aches 
and  rash  during  and  immediately  after 
treatment.  In  its  initial  trial  the  Tolerx  drug 
caused  a  mononucleosis-like  syndrome 
soon  after  treatment.  Tolerx  says  it  has 
worked  out  a  dosage  system  that  avoids 
that  problem. 

Even  if  they  work,  the  drugs  won't 
eliminate  the  need  for  insulin,  nor  will 
they  help  those  with  long-established 
disease.  But  if  doctors  can  preserve 
remaining  insulin  production  in  their  new 
patients,  they  might  someday  be  able  to 
layer  on  other  drugs  that  would  prod  the 
insulin-producing  cells  to  slowly  regener- 
ate. If  this  concept  works,  says  Richard 
Insel  of  the  Juvenile  Diabetes  Research 
Foundation,  "you  would  have  a  path  to 
a  cure."  F 
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Diversify  with 
this  years  IRA 
contribution. 


And  discover  why  more  and  more  investors 

are  adding  T.  Rowe  Price  to  their  retirement  portfolio. 


At  T.  Rowe  Price,  we  believe  that  diversification  is  an  essential 
part  of  reaching  your  retirement  goals.  So  consider  adding  a 
T.  Rowe  Price  fund  to  diversify  your  IRA  investments.  Choose 
from  over  90  proven  performers,  in  a  broad  range  of  investment 
categories.  For  each  3-,  5-,  and  1 0-year  period  ended 
9/30/07,  over  70%  of  our  funds  beat  their  Lipper  average* 
Results  will  vary  for  other  periods.  Past  performance  cannot 
guarantee  future  results.  All  funds  are  subject  to  market 
risk,  including  possible  loss  of  principal. 

Call  our  Investment  Guidance  Specialists.  They  can  help  you 
choose  the  right  fund  for  your  IRA  this  year. 

Act  by  April  15  for  your  2007  contribution. 


Choose  from  over 
.90  no-load  funds, 
including  these: 

•  Balanced  Fund 

•  Blue  Chip  Growth  Fund 

•  Global  Stock  Fund 

•  Growth  Stock  Fund 

•  Spectrum  Growth  Fund 

•  Spectrum  Income  Fund 

•  Value  Fund 


The  more  you  ask] 
the  more  we're  aMrferent.' 


ira.troweprice.com    1 .866.269.7349 


T.Roweflrice 

INVEST  WITH  CONFIDENCE 

Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees, 
expenses,  and  other  information  that  you  should  read  and  consider  carefully  before  investing. 

Diversification  cannot  assure  a  profit  or  protect  against  loss  in  a  declining  market. 

"Based  on  cumulative  total  return,  92  of  143  (64%),  95  of  130,  83  of  112,  and  55  of  68  T.  Rowe  Price  funds  (including  all  share  classes  and  excluding  funds  used  in 
insurance  products)  outperformed  their  Lipper  average  for  the  1-,  3-,  5-  and  10-year  periods  ended  9/30/07,  respectively.  Not  all  funds  outperformed  for  all  periods. 
(Source  for  data:  Lipper  Inc.)  . 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRA076216 


Entrepreneurs 

TAKING  ON  THE  ESTABLISHMENT 


Swimming  With  Sharks 

Redfin's       i  Kelman  hopes  to  get  a  boost  from  the  housing  slump.  Realtors 
can't  wait  to  put  this  online  broker  out  of  business  By  Christopher  Steiner 


GLENN  KELMAN,  REDFIN'S! 
chief  executive,  knew  it 
wouldn't  be  easy  to  shake  up 
j  the  real  estate  brokerage 
business.  Tradition-minded 
and  protective  of  their  turf,  Realtors  don't 
take  kindly  to  discounters.  Still,  says  Kel- 
man, he  scarcely  anticipated  the  dirty  tricks 
aimed  at  his  online  discount  brokerage. 

In  southern  California  Redfin's  for- 
sale  signs  are  often  knocked  down,  stolen 
or  smashed.  In  Seattle  a  traditional  Real- 
tor posted  Kelman's  address  online,  and  a 
sturdy  Redfin  yard  sign  at  his  house  was 
soon  hacked  down.  In  a  national  forest 
near  Yosemite  National  Park  someone 
affixed  fake  Redfin  bumper  stickers  to 
signs,  trees  and  rocks  to  make  the  com- 
pany look  like  a  shameless  promoter  and 
defiler  of  the  environment.  After  Redfin 
staffers  removed  the  stickers,  which  they 
have  never  used  to  pitch  the  Seattle  com- 
pany, the  trickster  started  tossing  the 
signs,  attached  to  weights,  into  branches 
of  sequoias.  "I  never  considered  how  vio- 
lent the  reaction  to  us  would  be  and  what 
that  would  mean  to  our  customers,"  says 
Kelman,  37. 

Through  Redfin,  Kelman  aims  to  do 
to  home  selling  what  Charles  Schwab  did 
to  the  stock  market.  The  conventional  fee 
for  a  home  sale  is  6%,  paid  by  the  seller 
and  divided  equally  between  the  broker 
who  took  the  listing  and  the  broker  who 
showed  the  house  to  the  buyer.  Redfin, 
which  has  30  agents  spread  among  seven 
markets,  slashes  at  both  ends.  List  with 
Redfin  and  you'll  pay  only  a  flat  fee  of 
$3,000  up  front  or  $4,000  at  the  time  of 
sale.  Buy  through  Redfin  and  Redfin  will 
slip  you  a  check  for  two-thirds  of  its  fee, 
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TATA 


Increased  efficiencies 
and  decreased  risks  across 

ABN  AMRO's  4500  branches 
in  53  countries.That's 

certainty 


A  business  with  millions  of  customers  globally,  called  for  an  innovative  and  holistic  approach  to 
increase  its  client  satisfaction,  with  decreased  time  to  market  and  reduced  costs  world  over.  To 
achieve  this,  ABN  AMRO  needed  a  comprehensive  IT  solution  that  would  increase  efficiencies  and 
minimise  risks  in  its  daily  operations.  An  IT  solution  not  just  for  the  immediate  time  frame  but  for 
the  future  as  well.  As  one  of  the  world's  fastest  growing  technology  and  business  solutions 
providers, Tata  Consultancy  Services  (TCS)  helped  ABN  AMRO  make  a  seamless  transition  to  a  new 
system  by  leveraging  a  methodology  developed  by  TCS'  Innovation  Labs.  Ensuring  that  ABN 
AMRO  was  a  step  ahead  in  reassuring  its  customers  of  a  higher  and  better  level  of  service.  And  of 
course,  enabling  ABN  AMRO  to  experience  certainty. 

TATA  CONSULTANCY  SERVICES 

Experience  certainty. 

IT  Services  ■  Business  Solutions  ■  Outsourcing 


To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 


Entrepreneurs  

usually  3%.  On  a  $600,000  house  you'd  get 
$12,000  back  unless  the  listing  broker  has 
agreed  with  the  home  seller  to  chop  the 
usual  6%  rate. 

Since  opening  for  business  two  years 
ago,  Redfin  has  represented  buyers  in 
1,300  transactions,  totaling  $600  million 
in  value,  refunding  $10  million  to  those 
buyers.  It  has  just  over  100  listings  today.  It 
has  sold  300  houses  for  sellers  it  has  repre- 
sented. Most  houses  were  purchased  by 
buyers  represented  by  non- Redfin  agents. 
It  does  business  in  Baltimore,  Boston,  San 
Diego,  San  Francisco,  Los  Angeles,  Seattle 
and  Washington,  D.C. 

A  traditional  broker  who  has 
landed  a  listing  pre- 
sumably has  mixed 
feelings  about  offers 
coming  from  buyers 
represented  by  a  dis- 
counter.  The  rate-cut-  l 
ting  on  the  buy  side 
isn't  going  to  cut  into 
his  3%  fee.  On  the  other 
hand,  he  doesn't  want  to 
give  aid  and  sustenance 
to  an  enemy  of  fat  com- 
missions. "Every  week  we 
have  a  selling  agent  tell  one  of  our  clients 
that  their  offer  will  go  nowhere,"  Kelman 
says.  "They  say,  'We  control  the  inventory, 
and  you  will  never  get  this  house.'" 

Is  it  ethical  for  a  listing  broker  to 
refuse  to  tell  the  seller  about  an  offer  com- 
ing through  Redfin?  No.  Is  it  wise?  That 
depends  on  how  hot  the  market  is.  If  the 
house  is  destined  to  sell  quickly  anyway, 
sabotaging  a  Redfin  offer  won't  hurt.  In  a 
slow  market,  though,  refusing  legitimate 
offers  is  dangerous. 

Redfin  hooks  buyers  through  its  gos- 
sipy Web  site,  which  lists  all  the  homes  for 
sale  in  a  certain  market  and  reveals  how 
long  they  have  lingered  for  sale.  In  Seattle 
and  San  Francisco  it  provides  candid 
commentary.  "The  price  is  a  bit  lofty 
when  you  look  at  homes  [nearby]  that  are 
offering  a  bit  more  bang  for  the  buck,"  one 
Redfin  representative  wrote  recently  about 
an  $849,000  house  for  sale  in  San  Rafael, 
Calif.  "Not  for  those  with  weak  stomachs," 
read  another  posting  about  a  fixer-upper 
in  nearby  Larkspur. 

Northwest  Multiple  Listing  Service 


fined  Redfin  $50,000  last  year  after  Kel- 
man's  cheeky  company  posted  unflattering 
remarks  about  homes  for  sale  in  Seattle. 
Redfin  removed  the  postings.  Some  Real- 
tors are  reluctant  to  share  their  commis- 
sions with  Redfin,  whose  agents  make  a 
salary  between  $70,000  and  $120,000  and 
get  bonuses  for  good  customer  service. 
The  company  threatened  to  sue  four  Real- 
tors to  collect  its  fees. 

Kelman,  a  glass-half-full  kind  of 
guy,  sees  opportunity  amid  the  chaos. 
Nearly  half  of  the  company's  transactions 
to  date  took  place  in  the  last  few  months 
of  2007.  Redfin  is 


Virtual  house 
tour:  Redfin's 
Web  site  lets 
buyers  troll  for 
houses  on  the 
market.  In 
some  cities  it 
offers  cheeky 
quips  about 
homes 
for  sale. 


losing  money,  but  its  revenue  last  year 
quintupled  to  $5  million. 

Can  this  company  really  duke  it  out 
with  the  established  players?  The  National 
Association  of  Realtors,  the  third-largest 
financial  donor  in  American  politics,  has 
persuaded  13  states,  including  New  Jersey 
and  Oregon,  to  prohibit  brokers  from 
offering  rebates  to  home  buyers. 
ERealty.com,  an  early  discount  broker, 
opened  for  business  in  1998  and  offered  1% 
rebates  for  buyers  on  other  brokers'  listings 
and  4.5%  commissions  for  sellers  (buyers' 
agents  got  3%).  "Established  brokerages  and 
NAR  used  the  local  associations  to  block, 
exclude  and  punish  ERealty'  says  Steven  Del 
Bianco,  an  ERealty  angel  investor.  The 
company  lost  $30  million  before  Prudential 
bought  it  in  2005.  ERealty  has  since  been 
integrated  into  its  broker- agent  network. 

In  2005  the  U.S.  Department  of  Justice 
filed  an  antitrust  suit  against  the  NAR,  say- 
ing its  policies  suppress  technological 
innovation,  reduce  competition  on  price 
and  quality  and  promote  collusion.  The 
DOJ  is  taking  aim  at  a  2003  NAR  mandate 
that  required  the  nations  900  multiple  list- 


ing services  to  allow  brokers  to  selectively 
block  others  from  showing  their  listings 
over  the  Internet.  The  rule,  it  is  alleged,  is 
aimed  at  strangling  Internet  brokers.  An 
injunction  has  blocked  the  rule,  which 
was  supposed  to  take  effect  in  2006.  A 
trial  is  set  for  summer.  The  outcome  could 
determine  Redfin's  fate.  Trustbusters, 
meanwhile,  have  challenged  antirebating 
laws  in  only  a  few  states.  In  Kentucky  rules 
were  changed  to  allow  rebates  when  they 
are  disclosed  in  writing. 

Kelman  got  his  start  in  the  Web  world 
in  1997  when  he  cofounded  Plumtree 
Software,  which  provided  software  to  link 
disparate  corporate  databases  over  the 
Internet.  Plumtree  went  public  in  2002 
and  was  acquired  by  BEA  Systems  for 
$205  million  three  years  later.  Kelman 
pocketed  an  estimated  $7  million  in  that 
deal  and  joined  Redfin  in  October  2005, 
a  month  after  it  was  funded  with  capital 
from  Madrona  Venture  Group.  All  told, 
Madrona  and  other  venture  capitalists, 
including  Draper  Fisher  Jurvetson,  have 
put  in  $21  million. 

Kelman  has  his  work  cut  out  for  him. 
He  has  to  fight  not  only  dirty  tricks  and 
restraint  of  trade  but  also  the  argument 
from  high-fee  brokers  that  you  get  what 
you  pay  for.  After  all,  Redfin's  agents  (the 
ones  representing  buyers)  will  spend  just 
three  hours  showing  homes  to  a  new 
client.  After  that,  house  shoppers  must 
pay  $175  for  each  home  they  visit.  "In  our 
area  the  consumer  is  savvy  enough  to 
know  that  they  want  value  and  a  high- 
quality  agent,"  sniffs  Gary  Bulanti,  a 
Realtor  with  Alain  Pinel  Realtors  in 
Menlo  Park,  Calif. 

Kelman  gave  them  more  fodder  for 
trashing  Redfin  when  he  stopped  taking 
listings  from  home  sellers  for  three  weeks 
in  California  last  summer,  suggesting  its 
brokers  were  stretched  too  thin.  "I  can't 
pretend  it's  good  news  we've  had  to  do 
this,"  Kelman  wrote  in  his  Redfin  blog. 

Although  he  says  he's  confident  the 
company  can  succeed,  Kelman  occasion- 
ally seems  overwhelmed  by  its  chal- 
lenges. Thinking  back  on  his  decision  to 
join  the  company,  he  says:  "If  had  known 
then  what  I  know  now  about  real  estate, 
I'm  not  sure  I  would  have  gone  through 
with  it."  F 
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Growing  Up  Green 

The  young  stars  of  venture  capital  aim  to  do  in  alternative  energy 
what  their  bosses  once  did  in  computing  By  Erika  Brown 
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Future  Midas  Listers 
Trae  Vassallo,  Aileen 
Lee  and  Samir  Kaul 
are  digging  up  the 
best  green-tech  ideas. 


)OE  PUGLIESE  FOR  FORBES 


HIS  TRIO  COULD  GET  HIRED  ANYWHERE.  AILEEN  LEE 
was  president  of  her  class  at  Harvard  Business 
School.  Trae  Vassallo  learned  to  program  when  she 
was  7  and  at  28  cofounded  a  wireless  e-mail  com- 
pany that  Motorola  bought  for  $550  million.  Samir 
Kaul  led  the  effort  to  sequence  the  genome  of  the  arabidopsis 
plant  and  then  built  three  life  sciences  companies  from  scratch. 
He's  only  33. 

These  three  are  among  venture  capitals  new  guard.  Like  their 
predecessors,  they're  smart,  driven  to  win  and  inclined  to  gravi- 
tate to  the  biggest  opportunity  they  can  find.  Ten  years  ago  it  was 
software  and  telecom.  Two  years  ago  it  was  the  Web.  Now  the  fad 
is  all  things  green:  renewable  fuels,  electric  cars,  smart  power 
grids,  clean  coal.  In  2007  venture  investors  plowed  $2.2  billion 
into  green  tech  in  the  U.S.,  six  times  the  amount  they  invested  in 
it  in  2002. 

Lee,  38,  and  Vassallo,  35,  are  partners  at  Kleiner  Perkins 
Caufield  &  Byers,  which  has  earmarked  a  third  of  its  $  1  billion 
under  management  for  green  technology.  A  dozen  young  Kleiner 
partners  revolve  around  their  mentor,  L.  John  Doerr,  who  this 
year  tops  our  Midas  List  of  tech's  top  100  dealmakers.  Stopping 
global  warming,  says  Doerr,  "is  the  largest  economic  opportunity 
of  the  21st  century,  and  a  moral  imperative." 

Samir  Kaul  is  the  right-hand  man  of  Vinod  Khosla,  a  former 
number  one  Midas  lister  (now  number  70)  who  left  Kleiner  four 
years  ago  to  set  up  his  own  shop,  in  large  part  to  invest  in  things 
that  environmentalists  love.  Khosla  has  so  far  invested  an 
estimated  $300  million  of  his  $1.5  billion  wealth  in  35  green  com- 
panies. Also  big  in  green  tech  are  Draper  Fisher  Jurvetson,  Nth 
Power,  Technology  Partners  and  Mohr  Davidow  Ventures.  Draper 
has  put  $143  million  into  24  deals  in  three  countries.  Credit  Suisse 
banker  Bryce  Lee  broke  onto  the  Midas  List  for  the  first  time  this 
year  at  number  19  with  big  returns  on  Suntech  Power  and  First 
Solar.  Lee  and  another  first-time  Midas  Lister,  Adam  Grosser 
(number  91),  also  scored  with  EnerNoc,  a  company  that  remotely 
controls  power  consumption  at  factories  and  retail  stores. 

Some  of  the  eco-money  is  chasing  science  fiction.  "One  com- 
pany planned  to  convert  the  ocean  into  a  carbon-eating  soup," 
says  Michael  Goguen  of  Sequoia  Capital.  Some  of  it  is  late  to  the 
party  and  being  deployed  at  insane  valuations.  First  Solar,  a  huge 
success  for  the  VCs  who  got  in  early,  now  trades  at  40  times  sales. 
David  Dreessen  of  Battery  Ventures  won't  even  invest  in  a  sec- 
ond or  third  equity  round  of  green-tech  deals  because  the  valua- 
tions have  gotten  so  stretched.  His  firm  has  even  gone  contrarian 
by  helping  launch  a  $415  million  "dirty"  fund  called  SB  Energy 
that  will  invest  in  businesses  that  suck  oil  out  of  rock  or  sand. 

Kaul  sees  plenty  wrong  with  the  current  frenzy  over  green 
tech.  "We've  looked  at  50  solar  companies,"  says  Kaul.  "They  all 
have  crazy  valuations.  Solar,  biofuels  and  wind  are  played  out. 
People  talk  about  biodiesel  like  palm  oil,  but  it  isn't  consistent  and 
it  doesn't  scale.  We  haven't  invested  in  any  of  it." 

But  for  all  the  froth  and  posturing,  the  opportunity  in 
alternative  energy  solutions  is  too  huge  to  pass  up.  The  total  mar- 
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ket  value  of  alternative  energy  and 
green-tech  companies  trading  on  the 
U.S.  markets  today  is  a  little  over  $60  bil- 
lion, says  Shez  Bandukwala  at  ThinkE- 
quity  Partners  (although  four  firms 
make  up  two-thirds  of  that  sum). 
Spending  to  meet  global  energy  demand 
will  exceed  $15  trillion  through  2030, 
dwarfing  the  capital  deployed  in  the 
global  electronics  industry.  Doerr  is 
teaching  a  new  generation  of  VCs  how  to 
do  what  he  does  best:  find  and  nurture 
young  companies  that  have  the  potential 
for  multibillion-dollar  returns. 

In  late  2001  Aileen  Lee  and  Doerr 
flew  to  Tucson  to  meet  K.R.  Sridhar,  an 
aerospace  professor  at  the  University  of 
Arizona  whod  come  up  with  a  solid- 
oxide  fuel  cell  that  could  power  and 
heat  a  home  at  half  of  the  C02  produc- 
tion of  a  normal  home.  Lee  did  six 
months  of  research  and  background 
checks  on  Sridhar's  group.  She  can  tell 
you  in  her  sleep  the  difference  between 
a  molten  carbonate  and  a  hydrogen  fuel 
cell.  In  June  2002  the  firm  invested  in 
the  company,  now  called  Bloom  Energy. 
It  has  since  raised  $150  million.  Lee 
also  brought  to  the  firm  green  deals 
such  as  Lilliputian  Systems,  which 
makes  a  microfuel  cell,  and  Miasole, 
which  is  making  thin  solar  panels  that 
can  be  rolled  out  on  rooftops.  "Aileen  is 
a  fast  learner,"  says  Doerr. 

Trae  Vassallo  entered  Doerr  s  circle 
of  proteges  when  she  joined  Kleiner 
in  2002.  Vassallo  may  not  be  as 
operationally  savvy  as  Lee  but,  says 
Doerr,  her  strengths  are  "understanding 
and  modeling  the  physics  of  geographic 
strata  or  an  automobile  engine."  She 
also  took  to  heart  Doerr  s  tenet  that  a 
VC's  business  is  accruing  relationship 
capital,  so  she  has  spent  the  last  several 
years  chatting  up  chemists  and  engi- 
neers at  trade  shows,  trolling  university 
labs,  and  flying  to  Iceland  and  Australia 
to  meet  geothermal  and  solar  experts. 

One  person  Vassallo  kept  meeting 
was  Susan  Petty,  a  veteran  geothermal 
engineer  and  coauthor  of  an  influential 
MIT  paper  on  the  subject.  Vassallo 
invited  Petty  to  dinner  35  ;r  hearing  her 
speak  on  a  panel  at  Stanford  University 
a  year  ago.  "If  you  could  start  any  com- 


Fast  Tech  Profits 


It  has  been  a  rough  12  months  for  the  stock  market,  including  technology  stocks.  The 
s&P  500  is  off  2.1%  over  the  past  12  months  (dividends  excluded)  and  the  Nasdaq  100 
Tech  Index  is  off  8.7%.  But  you  could  have  done  well  owning  the  really  hot  technology 
companies.  A  year  ago  we  published  a  list  of  25  fast-growing  technology  companies. 
Those  stocks  have  gained  16%  over  the  same  time  period. 

We  are  back  with  a  new  group  of  25  rapidly  growing  technology  companies,  12  of 
which  are  repeats  from  our  prior  list.  One  company,  sixth-ranked  Cognizant  Technol- 
ogy Solutions,  has  appeared  every  year  since  the  inception  of  the  list  six  years  ago. 

Our  focus  is  on  sales  growth— we  require  at  least  10%  annualized  sales  gains  over 
the  past  five  years — but  candidates  for  our  list  must  be  profitable  over  the  past  12  months 
and  have  Thomson  ibes  consensus  earnings  forecasts  of  at  least  10%  annualized  earnings 
growth  over  the  next  three  to  five  years.  Our  only  other  financial  hurdle  is  that  we  re- 
quire at  least  $25  million  in  sales  over  the  past  four  quarters.  We  exclude  companies  with 
significant  legal  problems  or  with  possible  accounting  or  corporate  governance  issues. 
For  the  last  two  items  we  are  guided  by  scores  from  Audit  Integrity  of  Los  Angeles. 

For  more  on  the  2008  Fastest-Growing  Tech  Companies  in  America,  including  a  list 
of  15  runners-up,  go  to  www.forbes.com/fasttech.  —John  J.  Ray  and  Paul  M.  Murdock 


5-YEAR 
EPS  SALES 

RANK/COMPANY/BUSINESS                                                     PRICE      GROWTH1  GROWTH2 

1  GOOGLEi  online  search  engine,  Web  portal 

$638.25 

30% 

155% 

2  SALESFORCE.COM  I  sales  management  software 

54.47 

40 

85 

3  CERADYNE I  aerospace,  defense  ceramics 

46.26 

10 

75 

4  EURONET  WORLDWIDE  banking  software 

27.33 

20 

69 

5  FALCONSTOR  SOFTWARE  \  archive,  backup  software 

8.79 

28 

58 

6  COGNIZANT  TECH  SOLUTIONS  I  consulting 

27.11 

32 

53 

7  CELGENE I  biotechnology 

54.27 

35 

53 

8  LIFECELL  biotechnology 

43.30 

30 

433,4 

9  MARTEK  BIOSCIENCES;  nutritional  supplements 

33.55 

18 

42 

10  J2  GLOBAL  COMMS  Internet  telecom  services 

20.40 

17 

42 

11  RED  HATS  Linux  software 

19.65 

22 

41 

12  DIGITAL  RIVER;  e-commerce  services 

33.24 

23 

41 

13  GENENTECHi  biotechnology 

71.50 

26 

41 4 

14  DRS  TECHNOLOGIES  aerospace,  defense 

52.88 

12 

39 

15  L-3  COMM  HLDGS  communications  equipment 

105.58 

17 

38 

16  VOCUS  !  public  relations  management  software 

29.04 

30 

37 

17  COMMVAULT  archive,  backup  software 

19.01 

25 

37 

18  FARO  TECHNOLOGIES  measuring  equipment 

22.21 

18 

35 

19  COMTECH  TELECOMM  telecom  equipment 

47.35 

13 

31 

20  NETWORK  APPLIANCE  data  storage  equip,  software 

22.88 

18 

30 

21  Nil  HOLDINGS  i  Latin  American  cellular  services  . 

49.26 

36 

30 

22  DIODES  I  semiconductors 

24.33 

19 

28 

23  DOLBY  LABORATORIES!  audio  technology 

51.31 

20 

23 

24  GEN-PROBE  DNA  diagnostic  technology 

62.70 

21 

23 

25  ADOBE  SYSTEMS  imaging  software 

38.05 

15 

23 

Prices  as  of  Jan.1 1.  EPS:  Earnings  per  share.  'Annualized,  projected  over  the  next  three  to  five  years. 
Annualized.  Excludes  sales  from  research  grants.  "Unaudited. 

Sources:  Audit  Integrity;  FT  Interactive  Data,  Reuters  Fundamentals,  Thomson  IBES  and  Worldscope  via 
FactSet  Research  Systems;  Standard  &  Poor's;  Value  Line;  Forbes. 
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Get  all  your  functions  in  one  place.  Better  yet, 
CDW  can  help  you  get  them  all  in  one  machine. 


HP  Color  LaserJet9  2840  AiO 
Multifunction  Printer 


•  Color  laser  printer,  copier,  scanner  and  fax 

•  Print  and  copy  speed:  up  to  20  ppm  black, 
4  ppm  color 

•  Print  resolution:  600  x  600  dpi  with  HP 
lmageREt2400 

•  Scan  resolution:  1200  x  1200  optical  dpi 

•  Duty  cycle:  30,000  pages  per  month 

•  USB  2.0  and  Ethernet  ports 


$899" 


Canon  imageCLASS  MF6580 


•  Duplex-ready,  monochrome  laser  printer, 
copier,  scanner  and  fax 

•  Print  and  copy  speed:  up  to  23  ppm 

•  Print  resolution:  1200  x  600  dpi 

•  Color  scan  resolution:  600  x  600  dpi 
optical,  9600  x  9600  dpi  enhanced 

•  Super  G3  (33.6Kbps)  fax 

•  Three-year  limited  warranty  with 
first-year  onsite  service 


Canon  $999s 


Color  for  the  price  of  black  and  white' 

Xerox  Phaser  8860MFPD 


•  Solid  ink  color  laser  printer,  copier, 
scanner  and  fax 

•  Print  speed:  up  to  30  ppm  black  and  color 

•  Print  resolution:  2400  FinePoint  " 

•  PANTONE®  Color  Approved 

•  Duty  cycle:  120,000  images  per  month 

•  Two-sided  output  standard 

•  One-year  onsite  warranty 


XEROX  $3999" 

CDW  12972  68 


I're  there  with  the  technology  solutions  you  need. 

v  would  you  like  to  save  space,  save  money  and  increase  your  coworkers'  productivity?  Multifunction 
iters  can  do  all  of  that.  With  all  your  printing,  faxing,  scanning  and  other  business  functions  in  one 
:e,  it's  easier  for  more  people  to  use  them  —  even  at  the  same  time.  We're  there  with  a  full  line  of  top 
tifunction  printers.  And  you  can  always  count  on  us  for  fast,  dependable  delivery.  So  call  today.  The 
ner  you  switch  to  multifunction  printers,  the  sooner  you'll  get  more  done. 

CDW.com  I  800.399.4CDW 
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pany,"  she  asked,  in  typical  Kleiner 
pitch  mode,  "what  would  it  be?  Who 
would  be  on  your  dream  team?" 
Together  they  tracked  down  experts  in 
oil  and  gas  extraction  and  geothermal 
turbines.  Kleiner  Perkins  and  Khosla 
seeded  the  company,  dubbed  Altarock 
Energy,  later  that  year.  So  far  it  has 
raised  $4  million.  Vassallo  also  led 
Kleiner's  estimated  $10  million  invest- 
ment in  Fisker  Automotive,  which 
plans  to  produce  an  $80,000  battery- 
powered  luxury  sports  car  by  2009.  The 
plug-in  hybrid  will  go  50  miles  before 
needing  to  draw  from  its  gas  tank. 

Samir  Kaul  is  managing  35  green- 
tech  startups  at  Khosla  Ventures.  He 
spent  six  months  last  year  shuttling 
between  Silicon  Valley  and  a  Denver 
junkyard,  overseeing  an  outfit  called 
Range  that  tried  making  fuel  from  hog 
waste  and  sewage  until  it  switched  to 
wood  chips  and  branches.  In  March 
2006  he  invested  in  Mascoma,  a  firm 
that  is  genetically  manipulating  yeast 
and  the  Clostridium  bacterium  to  come 
up  with  an  enzyme  to  convert  plant 
sugars  into  fuel.  Kaul,  who's  already 
built  one  firm  that's  a  leader  in  the  field 
of  synthetic  biology,  is  pressing  Mas- 
coma's  scientists  to  do  more  cut-and- 
paste  gene  tests  simultaneously. 

Mascoma  has  raised  $120  million 
in  debt,  equity  and  state  grants  but  may 
blow  through  all  of  it  without  ever 
delivering  economically  viable  ethanol. 
Because  he  uses  mostly  his  own 
money,  Khosla  says  he's  freer  to  try 
more  out-there  ideas:  "I  regularly  fund 
science  experiments." 

Khosla  has  backed  people  creating 
an  eco-friendly  cement,  a  filterless 
ocean  desalination  method  and  a  still- 
secret  engine  with  an  efficiency  very 
close  to  100%.  "Another  one  is  so 
crazy  that  I  just  assume  it's  going  to 
fail,"  he  says. 

Says  Doerr:  "Training  a  venture 
capitalist  can  be  costly;  I'd  guess  up  to 
$30  million  of  losses.  It's  like  crashing 
an  F- 16.  But  you  can  only  lose  one 
times  your  money.  You  can  make  many 
times,  hundreds  of  times  your  money, 
by  helping  great  entrepreneurs  build 
global,  durable  companies."  F 


The  List 


Tech's  Top  Dealmakers 


The  Midas  100  List  ranks  the  best  global  dealmakers  in  tech  and  life  sciences  based 
on  the  value  of  the  companies  they  have  taken  public  or  sold  in  the  past  five  years. 
We  also  consider  the  amount  of  capital  and  involvement  it  took  to  get  there.  Last 
year  was  a  great  exit  year — $34  billion  in  venture-backed  IPOs  and  outright  sales. 
But  keep  pitching:  vcs  raised  another  $35  billion  for  new  deals  in  2007. 

— Erika  Brown,  Claire  Cain  Miller  and  Emily  Douglas 


with  Andy  Bechtolsheim  (see). 
Helped  Stanford  students  Sergey 
Brin  and  Larry  Page  fund  Google. 
Proud  to  be  frugal:  drives  a  VW  van 
and  a  Honda.  Gave  $25  million  to 
the  University  of  Waterloo's  com- 
puter school.  Estimates  every  lap- 
top has  half  a  million  bugs  in  it. 
Determined  to  exterminate  all  of 
them. 


1  L.  John  Doerr  56  A 

Kleiner  Perkins  Caufield  &  Byers 

Mentor  and  money  man  to 
founders  of  Google,  Amazon, 
Intuit,  Sun  Microsystems.  Deter- 
mined to  win  war  against  global 
warming.  In  his  arsenal:  Amyris 
(biofuels  and  malaria  drugs); 
Bloom  Energy  (solid  oxide  fuel 
cells);  Miasole  (solar  panels). 
Backs  companies  related  to  other 
nightmare  scenarios:  avian  flu, 
bioterrorism.  Wants  people  to  see 
green  tech  as  savvy  venture  strat- 
egy, not  granola:  "We  are  raging 
capitalists."  An  avid  politico,  has 
campaigned  on  behalf  of  educa- 
tion reform,  stem  cell  research. 
Made  best  friend  Al  Gore  a  KPCB 
partner. 

2  Michael  Moritz  53  T 

Sequoia  Capital 


Welsh-born  billionaire  earned  his 
history  degree  at  Oxford,  his  for- 
tune in  the  U.S.  Joined  Sequoia  in 
1986  after  a  brief  diversion  into 
journalism.  Backed  Yahoo,  PayPal. 
Spent  $12.5  million  for  10%  of 
Google — worth  $15  billion  today. 
Less  profitable:  Atom  Entertain- 
ment sold  to  MTV  in  2006  for  $200 


million,  took  $90  million  to  get 
there.  Online  gift  seller  Red- 
Envelope  raised  $110  million,  now 
worth  $33  million  on  Nasdaq. 
Sparked  gossip  when  he  left 
Google's  board  last  spring.  Member 
of  Forbes  400. 

Ram  Shnram  5 1  ▲ 

Sherpalo 

Netscape  and  Amazon  alum  stays 
close  to  his  roots.  Founded  shop- 
bot  Junglee,  which  Amazon 
bought  for  $200  million;  invested 
in  ventures  started  by  other 
Netscapers  (TellMe).  Made  fortune 
by  investing  early  in  Google. 
Invested  in  an  animation  studio  in 
India.  Now  backing  Mint.com 
(online  money  management), 
Cleartrip  (India's  Orbitz)  and 
Xoom.in  (India's  Shutterfly). 

4  David  Cheriton  56  A 
Stanford  University 


Canadian  billionaire  is  tenured 
computer  science  professor  at 
Stanford.  Some  profs  write  books, 
this  one  mints  companies. 
Cofounded  Granite  Systems  (sold 
to  Cisco  for  $220  million)  and 
Kealia  (sold  to  Sun  for  $90  million) 


5  Andreas 
von  Bechtolsheim  Z  2  T 
Sun  Microsystems 


The  richest  guy  on  the  Midas  list 
(he's  worth  at  least  $2.3  billion). 
Cut  the  first  ''heck  to  Page  and  Brin. 
That  $200,000  is  now  worth  $2.1 
billion.  Emigrated  from  Germany, 
got  M.S.  in  computer  engineering 
from  Carnegie  Mellon.  Cofounded 
Sun  as  a  doctoral  student  in 
computer  science  at  Stanford. 
After  he  sold  Kealia  to  Sun,  he 
rejoined  the  company. 

6  William  Ford  46  A 
General  Atlantic 


Banker-turned-investor  got  six 
times  his  investment  selling  Archi- 
pelago Exchange  to  the  New  York 
Stock  Exchange.  Made  seven 
times  his  money  taking  the  New 
York  Mercantile  Exchange  public. 
Sails,  hikes,  collects  contemporary 
art.  Chairs  investment  committee 
for  alma  mater  Amherst  College. 
Past  successes:  Priceline,  E-Trade. 

7  Lawrence  Sonsini  67  A 

Wilson  Sonsini  Goodrich  & 
Rosati 

Whispers  in  the  ears  of  the  most 
powerful  execs  in  Silicon  Valley — 
and  now  the  world.  The  firm  just 
opened  a  Shanghai  office.  Larry 
gets  the  biggest  deals  (Google's 
IPO,  Freescale's  buyout)  but  also 
deals  with  the  biggest  scandals 
(options  back  dating,  HP's  pretext- 
ing mess).  Joined  the  firm  41  years 
ago,  made  partner  in  1970. 
Reportedly  turned  down  top  roles 
at  Silver  Lake  Partners  and  the 
New  York  Stock  Exchange  (where 
he  was  a  director).  Classic  movie 
buff. 
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IT'S  EASIER  THAN  EVER  TO  RUN  A  WEB  MEETING 

When  you  need  to  get  your  team  together,  you  shouldn't  have  to  run  around  downloading  applications 
and  figuring  out  which  call-in  line  is  available.  You  should  be  able  to  get  a  meeting  up  and  running  and 
then  share,  chat,  whiteboard,  question,  discuss— even  see  each  other  over  your  web  cams— all  with  a 
single  click.  That's  why  there's  INTERCALL  WEB  MEETING,  the  simplest  way  to  run  meetings  online. 

If)  Inter  Call 


Get  a  running  start  with  a  trial  of  InterCall  Web  Meeting  at  www.intercall.com/run 


Putting  Accenture's 
research  to  work. 


Staples 

High-performance 
supply  chain  management, 
delivered. 

To  further  widen  its  competitive 
lead,  Staples  turned  to  Accenture 
for  a  state-of-the-art  supply  chain. 
By  focusing  process  improvements 
to  enable  more  synchronized 
marketing,  Accenture  helped  this 
high-performance  retailer  cut 
inventories  by  15%  — freeing  up 
more  than  $200  million  in  working 
capital  and  contributing  to  over 
$100  million  in  incremental  sales. 


New  York  City  311 

High  performance  delivered 
for  government. 

Accenture  helped  the  city  of  New  York 
launch  the  nation's  largest  311  system 
in  just  seven  months.  Connecting  eight 
million  residents  to  over  3,000 
non -emergency  services  in  179  languages, 
the  system  has  fielded  over  50  million 
calls  with  an  average  wait  of  less  than 
six  seconds,  creating  a  model  for 
high  performance  now  being  emulated 
around  the  world. 


10% 


Ve  know  what  it  takes  to  be  a  Tiger. 


gh  performers  distinguish  themselves  not  only  througl 
e  astuteness  of  their  strategies,  but  also  by  their  readim 
nimbly  change  course  should  circumstances  dictat 
lat's  one  key  finding  from  our  extensive  research  on 
ore  than  500  of  the  world's  most  successful  companies. 
>r  an  in-depth  look  at  our  study  of  and  experience  with 
gh  performers,  visit  accenture.com/research 

)nsulting  •  Technology  •  Outsourcing 


accenture 

High  performance.  Delivered. 


The  Midas  List 

8Asad  Jamal48  A 

Eplanet  Ventures 

Global  venture  pioneer  runs  offices  in 
Asia,  Europe,  U.S.  Led  investment  in 
Chinese  search  engine  Baidu,  which, 
has  more  than  doubled  since  its  IPO  in 

2005.  Potential  2008  paydays:  HiSoft 
(software  outsourcing,  China),  Median 
Technologies  (cancer  detection,  France), 
Silicon  File  Technologies  (chips  for  cell 
phone  cameras,  South  Korea).  Gifted 
1 0%  of  firm's  carried  interest  and  fees 
to  Good  Planet,  his  not-for-profit  for 
social  entrepreneurs. 

Ronald  Conway  56  ▼ 

Angel  investor 

Struggles  with  saying  no.  Personal 
portfolio  has  128  investments  in  mostly 
Web  2.0  companies,  including  Rock- 
You,  Plaxo,  Digg.  Oddest  investment: 
DanceJam,  a  video  site  started  by  has- 
been  rapper  MC  Hammer.  Now  and 
then  one  hits:  Google,  TellMe,  StubHub, 
Photobucket.  Will  bank  more  from 
Facebook,  where  he  is  an  adviser. 
Helping  raise  $500  million  for  a  new 
children's  hospital  in  San  Francisco.  On 
benefit  committee  of  Tiger  Woods 
Foundation. 

10NavlnChaddha  37  A 

Mayfield  Fund 

Jet-setter  logged  200,000  miles  in  the 
air  in  2007  with  Pan-Asian  deals. 
Indian  Institute  of  Technology  and 
Stanford  grad  joined  Mayfield  Fund  in 

2006,  now  leads  their  India  invest- 
ments. Pitching  India's  burgeoning 
bourgeoisie  on  online  classifieds  for 
matrimony  listings.  Found  success  with 
IL&FS  Investsmart  and  India  Infoline 
(financial  services),  Provogue  (fashion). 
Culinary  school  grad  cooking  up  new 
deals  with  India's  Tejas  Networks  and 
U.S.'  Mimosa  Systems. 

1 1  Paul  Chamberlain  44  A 

Morgan  Stanley 

He  and  Michael  Grimes  (see)  are 
Morgan  Stanley's  dynamic  duo.  They 
ran  the  books  for  1 9  tech  IPOs  in  2007, 


more  than  any  other  bank.  DemandTec, 
Cavium  and  LDK  Solar  are  all  up  30%  or 
more  since  their  public  debuts.  Sold 
Aquantive  and  TellMe  to  Microsoft, 
Doubleclick  to  Google.  Recently  insti- 
tuted BlackBerry-free  family  time. 

12  Michael  D.  Grimes  41  T 

Morgan  Stanley 

Cohead  of  global  technology  banking. 
Led  six  tech  IPOs  in  2007:  Compellent, 
SuccessFactors,  SourceFire,  Perfect 
World,  BigBand  Networks,  Orbitz 
Worldwide.  Managed  Google's  Dutch 
auction.  Grew  up  in  East  L.A.  ghetto. 
Studied  like  hell  to  get  out.  Now  he 
rolls  with  the  richies  on  Sand  Hill  Road. 

James  Perry  A  7  ® 

Madison  Dearborn  Partners 

Heads  media  and  telecom  investing  for 
Chicago  private  equity  shop.  Bought  out 
long-suffering  investors  in  MetroPCS  in 
2005;  paid  off  in  a  $4.3  billion  IPO  in 
April.  Earned  chops  in  wireless  with 
Nextel,  Omnipoint,  Clearnet.  Deals  to 
watch:  Sorenson  Communications 
(videophones  for  the  deaf),  Univision 
(Spanish-language  media),  Topps 
(sports  cards  and  memorabilia).  Started 
as  intern  at  First  Chicago  at  age  23. 
Down  time:  on  board  of  Catholic  Relief 
Services,  reads  theology. 

1   Thomas  Ng  53  f 

Granite  Global  Ventures 

Bacteriologist  turned  venture  capitalist 
cofounded  Granite  Global  Ventures  in 
2000;  one  of  first  firms  in  China  to 
invest  in  tech  companies.  Put  money 
into  China's  e-commerce  site  Alibaba, 
sold  40%  of  the  company  to  Yahoo  for 
$1  billion  in  2005.  Believes  Chinese 
market  highly  speculative,  prefers  focus 
on  long  term.  Notable  investments 
include  Oculex  (pharmaceuticals)  and 
AAC  (speaker  and  headset  supplier). 

15Kheng  Nam  Lee  60  A 

Granite  Global  Ventures 

Engineer  focuses  on  semiconductors 
and  China  deals  from  base  in  Singa- 
pore. Prior  to  joining  GGV,  invested  in 
Semiconductor  Manufacturing  Interna- 
tional (China)  and  Creative  Technology 
(Singapore).  Globalization  continues 
with  new  investments  including  Inside 
Contactless  (France). 

ISAneel  Bhusri  41  ® 

Greylock  Partners 

Midas  newcomer  was  vice  chair  at 
PeopleSoft  before  joining  Greylock  Part- 
ners in  1999.  Boston  Red  Sox  fan 
cofounded  Workday  (human  capital 
management)  with  former  PeopleSoft 
boss  David  Duffield  in  2005.  Notable 


2007  exits  include  Data  Domain,  Out- 
lookSoft  and  Polyserve.  Outdoorsman 
now  investing  in  Simply  Continuous, 
startup  offering  disaster  recovery 
services. 

1 7  Jon  A.  Woodruff  46  9 

Goldman  Sachs 

Harvard  grad  got  start  in  investment 
banking  at  Salomon  Brothers  in  1986; 
joined  Goldman  Sachs  in  1993.  Quickly 
rose  through  the  ranks:  currently 
cohead  of  Goldman  Sachs'  global  tech- 
nology department.  Orchestrated 
Alibaba,  Good  Technology  and  Altiris 
deals.  Spends  free  time  chasing  around 
three  sons  in  San  Francisco. 


David  Katsujm  Chao  41  T 

DCM 


Looking  forward  to  family  reunion  at 
the  Beijing  2008  Olympics.  Found  early 
success  in  Shanghai  chipmaker  SMIC. 
Recent  exits  include  TV-on-the-go  Sling 
Media  and  file-storage  shop  Acopia 
Networks.  DCM  took  four  companies  to 
the  public  markets  last  year:  Neutral 
Tandem,  HireRight,  Clearwire  and 
Vancelnfo.  New  investments  include 
Outspark  (free  online  games)  and  Oak 
Pacific  (China's  Facebook).  Avid  collector 
of  Asian  comics. 

19BryceLee  42  (ft 

Credit  Suisse 

Resident  green  guy  at  Credit  Suisse 
took  public  EnerNoc  (energy  manage- 
ment), First  Solar,  Suntech,  also  Chinese 
Internet  companies  Perfect  World 


(multiplayer  games)  and  Baidq 
Majored  in  economics  and  Asian  Ian 
guages  at  Stanford.  Dad  paved  thi 
way:  he  is  a  physicist  there.  Moved  ti 
Hong  Kong  with  Oracle,  Singapore  witl 
HSBC.  Joined  Credit  Suisse  in  1992,  New 
York  City  four  years  later.  Now  lives  ii 
California,  jets  to  China,  Korea,  Singa 
pore  or  Taiwan  monthly. 


Daniel  Rimer  37  ▲ 

Index  Ventures 

Former  banker  cofounded  venture  firrr 
with  Netscape's  James  Barksdale  anc 
Quincy  Smith.  Shut  it  down  a  few  yearj 
later,  jumped  the  pond  to  join  Index  ir 
London.  Since  then  Danny,  two  of  hi« 
brothers  and  their  partners  have  hac 
their  hands  in  Europe's  hottest  tech 
deals:  Skype,  Joost,  Fon,  Netvibes.  Jusl 
sold  MySQL  to  Sun  for  $1  billion 
Offloaded  music  site  Last.fm  on  his 
buddy  Smith  (now  at  CBS)  for  $280  mil- 
lion. Next  up:  Stardoll,  which  lets  younc 
girls  dress  up  online  avatars.  Born  ir 
Canada,  raised  in  Switzerland.  P 


Statistics:  Michael  K.  Ozanian, 
Mitchel  Rand,  Carl  Subick. 


Sources:  National  Venture 
Capital  Association;  FactSet 
Research  Systems;  Thomson 
Financial;  U.S.  Securities  & 
Exchange  Commission;  Forbes. 


Forbes 

J 

For  the  complete  Midas  1 00  List 
feature  stories,  video  interviews,  slide 
shows  and  Midas  methodology,  go  to 
www.forbes.com/midas. 
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OUR  OLD  FLEET  SERVED  FOR  A  TIME. 

NOW 

)CE  UNIVERSAL  FLEET  MANAGEMENT 
DDS  THE  FIREPOWER  YOU'VE  MISSED. 

TAKE  THE  HELM. 


There  was  a  time,  not  long  ago, 
when  an  enterprise  administered  its 
fleet  of  printers,  copiers  and  faxes 
with  a  firm  hand.  That  era  vanished 
in  a  puff  of  smoke  when  numerous 
device  types,  vendors  and  contracts 
assailed  internal  resources.  Under 
the  gun,  IT  forces  spent  up  to 
forty  percent  of  their  time  tending 
devices  and  responding  to  the 
incoming  surge  of  help  desk  calls. 


Oce  Universal  Fleet  Management 
is  designed  for  those  who  find  the 
cost  and  complexity  of  this  battle 
untenable.  Our  comprehensive 
fleet  outsourcing  solution  gives 
you  singular  command  and  control 
over  costs,  equipment,  services, 
processes  and  print  strategy.  Oce 
Business  Services  procures,  installs, 
monitors  and  manages  your  entire 
fleet  of  hardware  and  software  and 
negotiates  favorable  multi-vendor 
contracts.  Hidden  costs  are  exposed 
and  contained. 

Best  practices  deployment,  service 
and  support  will  raise  the  caliber 
of  your  universal  fleet  and  add 
the  firepower  critical  to  your  daily 
victories.  Oce  DNA,  our  document 
needs  assessment,  will  clearly  guide 
the  way  while  you're  at  the  helm. 
Come  aboard. 

Call  888-623-2668  or  navigate  to 
www.obs-innovation.com 


Oce  Business  Services 

ADVANCING 
DOCUMENT  PROCESS  MANAGEMENT 
TO  A  HIGHER  LEVEL 


Industrious  Islam 


"We  hardly  ever  use  the  bakkal 
anymore,"  says  Nevruz,  pointing  at  hi 
preferred  food  store,  BIM,  an  air; 
discounter  modeled  after  Germany' 
Aldi  chain.  Meanwhile,  a  new  clothinj 
discounter  across  the  street,  Tedi,  is  fillec 
with  head-scarfed  housewives  clickinj 
their  tongues  and  chattering  excitedh 
over  $15  polyester  skirts  and  $2  bottles  o 
perfume.  No  credit,  just  rock-botton 
prices. 

The  brain  behind  all  the  store 
shaking  up  Guzelyali's  shopping  i 
53-year-old  Aziz  Zapsu.  Zapsu  is  bring 
ing  Western-style  discounting  to  thi 
nation's  poorer  neighborhoods  and  is 
according  to  PricewaterhouseCooper 
partner  Adnan  Akan,  "Turkey's  retai 
guru."  After  building  and  selling  off  th< 
$1.5  billion  (revenue)  retailer  BIM,  th< 
entrepreneurial  Zapsu  is  starting  agaii 
from  scratch.  He  says  in  an  interview  tha 
the  revenues  of  firms  currently  in  hi: 
portfolio  are  again  at  the  $1  billion  mark 

Conservative  Muslim  Zapsu  startec 
as  a  yarn  and  hazelnut  trader,  and  sue! 
entrepreneurial  energy  explains  wh) 
Turkey  is  enjoying  a  capitalist  boom.  GDP 
which  contracted  7.5%  in  2001,  has  since 
averaged  6.9%  growth  per  year.  Turkey': 
stock  index  has  tripled  since  the  Islamic 
government  of  Prime  Minister  Recep 
Tayyip  Erdogan  was  elected  in  late  2002 
and  inflation,  ratcheting  between  45%: 


Turkey's  Double  Edge 


An  admirable 
economic  revival 
in  a  pivotal  nation 
is  the  ribbon 
around  a  bundle 
of  troublesome 
contradictions. 
By  Richard  i  Morais 
with  Denet  C  Tezel 


ASAR  NEVRUZ,  A  28-YEAR- 
old  waiter,  is  shopping  with 
his  wife  and  daughters  in 
the  unfashionable  Istanbul 
suburb  of  Guzelyali.  The 
family  walks  past  the  traditional  bakkals, 
corner  shops,  and  bazaars  that  usually  sell 
cigarettes  and  cooking  oil  on  credit  and 
make  up  60%  of  the  nation's  retail  market. 
The  Nevruz  family  instead  enters  Evdi,  a 
new  discounter  of  household  goods, 
where  they  longingly  finger  low-priced 
vacuum  cleaners  and  toasters  before 
buying  a  modest  ashtray. 


and  104%  a  year  in  the  decade  before 
Erdogan  came  to  power,  is  consistently 
below  10%  now.  Under  International 
Monetary  Fund-imposed  discipline,  the 
nation  is  liberalizing  markets  and 
privatizing  state  assets. 

What's  not  to  like  about  the  new  Turkey 
that  businessman  Zapsu  exemplifies?  Well, 
consider  this:  Last  April,  as  the  country 
headed  into  a  national  election,  million - 
strong  demonstrations  filled  the  streets  of 
Istanbul  and  Ankara.  The  peaceful  marchers 
were  out  to  "protect  the  Republic,"  worried 
that  Erdogan's  conservative  government 
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As  an  investor,  Ron  Conway  looks  for  the  most 
talented  people  with  the  greatest  potential, 
and  then  secures  the  resources  they  need 
to  flourish.  D  That's  why  as  a  philanthropist, 
Ron  is  partnering  with  UCSF  Medical  Center. 
Together  we're  buildinga  medical  complex 
where  scientific  innovations  are  becoming 
lifesaving  treatments  faster.  We're  already  the 
only  nationally  ranked  top-ten  hospital  in  the 
Bay  Area,  but  our  vision  is  to  provide  the  best 
patient  care  available  anywhere.  D  To  learn 
more,  visit  ucsfhealth.org/future.  Together 
we  are  UCSF.  Advancing  Health  Worldwide. 


"INVEST  IN  THE  RIGHT  COMPANY,  AND  YOU  SEE  GOOD  RETURNS. 
INVEST  IN  THE  RIGHT  MEDICINE,  AND  IT  CHANGES  THE  WORLD." 

—Ron  Conway,  Silicon  Valley  angel  investor,  early  Google  backer,  philanthropi. 


Medic, 


ter 

\org/futureY) 


www.kitnoble.com 


now       YQctr  s>i/**iA 

That  last  item  is  not  on  most  to-do  lists,  but  for  too 
many  families,  each  day  is  filled  with  the  fear  that  their 
child  will  die  from  neuroblastoma.  Never  heard  of 
neuroblastoma?  Neither  had  Dana  McCreesh. 

Two  years  ago  at  the  age  of  2  1/2,  Dana's  son  Brent  was 
enjoying  life.  His  biggest  worry  was  making  sure  he 
would  get  the  Popsicle  of  his  choice.  That  all  changed 
one  day  when  he  was  diagnosed  out  of  the  blue  with 
stage  IV  neuroblastoma,  an  aggressive  form  of  pediatric 
cancer.  Two-thirds  of  children  with  neuroblastoma  have 
advanced  disease  which  has  spread  to  many  parts  of  the 
body. 


Ten  years  ago  a  toddler  diagnosed  with  advanced 
neuroblastoma  had  almost  no  hope  of  survival. ..and 
these  patients  are  usually  toddlers.  Thanks  to  research 
40%  of  children  diagnosed  today  with  advanced  disease 
will  survive.  Brent  and  some  other  children  who  have 
undergone  aggressive  treatment  are  currently 
cancer-free.  But  neuroblastoma  is  persistent,  so  until  5 
or  more  years  pass,  their  parents  must  wonder  each  day 
if  the  cancer  has  returned.  There  is  no  cure  for  a  relapse. 
At  least  not  today. 

Get  Informed.  Get  Determined.  Get  Involved 

www.curesearch.org/Brent 


You  cannot  predict  when 
neuroblastoma  will  occur.  It 
doesn't  matter  where  you  live, 
how  much  money  you  earn,  how 
much  TV  you  watch,  or  if  you 
have  no  history  of  cancer  in 
your  family.  It  is  random. 
Neuroblastoma  is  diagnosed  600 
times  a  year  in  the  US  alone. 


Progress  is  being  made,  but 
there  is  still  a  long  way  to  go. 
Research  will  continue  until 
wondering  if  your  child  has 
cancer  is  no  longer  a  part  of  any 
parent's  daily  routine.  We  need 
your  help. 
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'as  orchestrating  an  Islamic  takeover  of  the 
iirkish  republic  built,  since  1923,  on  a 
;cularist  constitution. 

Erdogan  and  his  pro-Islamic  party, 
KP  (the  Turkish  acronym  for  Justice  & 
'evelopment  Party),  would  go  on  to  a 
Dmfortable  reelection  plurality,  with  47% 
f  the  popular  vote,  but  not  before  the 
orn-tooting  demonstrators  inspired  a 
lopkeeper — whom  we  can't  name  for 
:ar  of  reprisals — to  hang  the  republic's 
ag  in  her  shop  window  in  an  act  of  soli- 
arity.  Tax  officials  from  the  Turkish 
inance  Ministry  raided  the  boutique 
iree  times  in  the  following  week,  but 
ever  found  anything  amiss. 

"It  was  simple  harassment,"  says  the 
lopkeeper's  husband.  "It's  not  good  for 
usiness  to  have  tax  officials  poring  through 
dux  records  in  front  of  customers." 

Richard  Perle,  the  former  U.S. 
>sistant  secretary  of  defense  now  at  the 
merican  Enterprise  Institute,  expresses  a 
jramon  view  when  he  says  that  Erdogan 
"a  balancing  force,"  is  "pragmatic"  and 
iccepts  the  broad  contours  of  secular 
urkey"  But  even  Perle  is  worried  about 
>me  emerging  trends  in  Turkish  society, 
icluding  a  pattern  of  tax  audits  that  look 
ke  they  are  meant  to  intimidate. 

Turkey's  largest  media  group  is  owned  by 
ablishing  magnate  Aydin  Dogan,  his  media 
roperties  known  for  their  vociferous  criti- 
sms  of  the  Erdogan  government.  In  2000 
Dogan  consortium  purchased  51%  of  the 
rivatized  oil  distributor  Petrol  Ofisi;  around 
le  2007  elections  the  Ministry  of  Finance 
lied  the  acquisition-related  accounting  of 
'ogan's  Petrol  Ofisi  was  a  tax  violation  and 
le  oil  firm  owed  $700  million  in  back  taxes 
id  penalties.  (The  tax  investigation  was 
aked  to  rival  Sabah  Group,  publisher  of 
3RBES  TURKEY.)  Two  months  before  the 
ection,  negotiations  were  concluded  and  the 
ogan  company's  tax  bill  was  cut  to  $200  mil- 
m.  (Neither  the  finance  ministry  nor  the 
rime  ministers  office  responded  to  FORBES' 
)ecific  request  for  comment.) 

"Selective  use  of  tax  collectors  can  be  a 
owerful  political  instrument,"  Perle  says. 

Add  to  this  press  reports  that  Saudi 
usinessman  Yasin  Al  Qadi,  on  both  the 
.S.  Treasury's  and  the  UN's  list  of  suspected 
rrorists,  is  a  personal  friend  of  Prime 
linister  Erdogan  and  his  circle  of  backers 


(including  Zapsu).  Serious  questions  per- 
sist (see  more  at  www.forbes.com)  as  to 
whether  Al  Qadi  evaded  in  Turkey  the  UN's 
sanctions  globally  freezing  his  assets. 

For  a  century  Turkey  has  been  a 
bridge  between  the  West  and  the  Muslim 
Middle  East.  A  few  decades  ago,  accord- 
ing to  University  of  Utah  professor  M. 
Hakan  Yavuz,  a  native  Turk,  Islamic  or- 
ders like  the  Naksibendi  and  Nurcu  began 
expressing  their  opposition  to  the  ruling 
secular-statist  governments'  top-down 
management  by  infusing  their  Islamic 
doctrine  with  a  bottom-up,  pro-capitalist, 
puritan-type  work  ethic.  The  "invisible 
hand"  of  market  forces,  for  example,  was 
considered  a  sign  of  "divine  wisdom." 

But  Yavuz  also  concedes  that  these 

"It  was  simple 
harassment. 
It's  not  good  for 
business  to  have 

tax  officials 
poring  through 
your  records." 

Islamic  movements  backing  the  AKP  are 
"Janus-faced,"  looking  also  to  impose  a 
strict  and  authoritarian  moral-religious 
code  on  the  nation.  The  late  Islamic 
leader,  Mehmet  Zahid  Kotku,  a  spiritual 
adviser  said  to  have  influenced  Erdogan, 
"warned  against  premature  attempts  to 
establish  an  Islamic  state  in  Turkey"  and 
instead  urged  "the  moral  and  cultural 
reorientation  of  Turkish  society  as  the 
pressing  goal." 

Erdogan's  critics  argue  that  this  grad- 
ual "reorientation"  of  the  nations  secular- 
ist code  is  well  under  way,  and  they  point 
not  only  to  selective  use  of  the  tax  code 
but  also  to  bias  in  contracting.  A  leading 
Turkish  figure,  not  willing  to  go  on  record 
because  of  the  AKPs  bent  for  retaliation, 
says  that  "crony  capitalism"  under  the  old 
regimes  was  bad,  but  "I  have  never  seen 
anything  so  partisan."  Perle  adds  that  one 
of  his  Turkish  friends  has  stopped  bidding 


 Industrious  Islam 

for  government  contracts  altogether 
because  "they  know  they  will  never  win." 

Turkey  has  the  polished  veneer  of  Europe, 
but  scratch  the  surface  and  the  rough  edges 
of  an  emerging  market  are  revealed.  Melsa 
Ararat,  director  of  the  Corporate  Governance 
Forum  at  Sabanci  University,  says  Turkey  is 
dominated  by  complex  corporate  pyramid 
structures,  but  the  nation's  corporate 
regulations  focus  on  individual  companies 
only.  What  Turkey  needs,  she  says,  is  a 
regulatory  environment  that  sheds  light  on 
how  companies  way  down  the  pyramid  are 
interacting  with  the  holding  companies  at  the 
top  and  with  other  related  entities  controlled 
by  the  same  shareholders.  "Important 
corporate  decisions  are  frequenuy  made 
outside  the  boardroom,"  she  says. 

Consider  the  latest  venture  of  retailer 
Aziz  Zapsu.  For  You  is  his  chain  of  per- 
sonal-care-products stores,  financed  with 
$50  million  from  AIG  Investments,  the 
Rohatyn  Group  and  the  Ozyegins  (Turkish 
banking  billionaires).  After  18  months 
Zapsu's  entrepreneurial  management  had 
turned  12  For  You  stores  into  177. 

In  Turkey  today  everything  from 
throat  lozenges  to  aspirin  has  to  be  pur- 
chased from  one  of  the  nation's  23,000 
pharmacists.  Early  legislation,  working 
its  way  through  Ankara,  will  eventually 
liberalize  the  $2  billion  market  for 
nonprescription  products.  Separately, 
modern  pharmacy  chains  might  be 
allowed  to  develop. 

Detractors  accuse  Zapsu  and  his  brother, 
Cuneyd,  a  personal  aide  to  Erdogan,  of 
trading  on  their  behind-the-scenes 
relationship  with  the  prime  minister  to  push 
through  legislation,  nicknamed  the  "Zapsu 
Law''  Turkey  needs  new  drugstore  laws,  Aziz 
says;  legislation  will  pass  on  its  own,  with- 
out any  pushing.  "I  am  very  concerned  that 
our  business  matters  can  be  used  for  polit- 
ical reasons.  That's  why  [my  brother  and  I] 
don't  even  touch  these  subjects,"  he  says. 

Investor  Murat  Ozyegin  confirms 
that  Aziz  is  "very  careful"  regarding  his 
brother  and  never  brings  him  up  in  rela- 
tion to  For  You.  But  Istanbul  pharmacist 
Can  Yetisen,  fighting  to  keep  his  legal  turf 
and  afraid  he  will  lose  50%  of  his  business, 
isn't  buying  it.  "The  lobbying  here  is  done 
behind  closed  doors.  It's  not  like  in  the 
U.S.  It's  done  over  lunch,"  he  says.  F 
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Anybody  can  sell  a  $30  pair  of  sneakers. 
To  get  $120,  you  have  to  forget  about  selling 
shoes  and  think  about  sports.  E  ~ke 
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IN  A  SWELTERING,  CLAUSTROPHOBIC  CHAMBER  THE 
size  of  a  storage  closet,  a  sweat-glazed  man  in  a  run- 
ning top  pounds  away  on  a  treadmill  in  the  Nike  Sports 
Research  Lab  in  Beaverton,  Ore.  Wires  attached  to  ther- 
mal sensors  sprout  from  his  body.  Heat  lamps  beat  down  on  him.  Moist 
air  blasts  through  an  overhead  vent.  The  room  temperature  is  95  de- 
grees Fahrenheit.  The  humidity  is  40%.  For  seven  days  the  runner, 
compensated  only  with  a  Nike  store  credit,  has  come  in  to  run  for  90 
minutes  in  these  conditions,  created  to  mimic  a  sweltering  August 
afternoon  in  Beijing,  site  of  this  year's  Summer  Olympics. 

At  Nike  it's  all  in  the  details:  The  running  shirt,  a  prototype  for 
the  Chinese  track  and  field  teams,  is  being  tested  for  its  ability  to 
wick  away  sweat. 

Nike,  the  largest  sports  footwear  and  apparel  company  in  the  world, 
lives  and  dies  on  fine  engineering  points  and  microscopic  differences. 
It  is  not,  in  the  way  that  Apple  or  Wal-Mart  is,  a  mass  marketer.  It  is 
more  a  collection  of  micromarketers,  aiming  to  prove  to  this  popu- 
lation of  Chinese  runners  or  that  subset  of  American  skateboarders 
that  it  has  just  the  right  shirt  or  sneaker  for  their  sports. 

Nike  has  revenues  of  $16  billion  a  year.  Roughly  mree-fifths  comes 
from  footwear,  most  of  the  rest  from  apparel,  but  it  slices  its  markets 
very  thin.  There  is  one  shoe  aimed  only  at  Native  American  athletes, 
another  for  cricket  players  in  India,  yet  another  for  folks  who  play 
lacrosse.  The  count  of  different  sneaker  and  apparel  styles  has  reached 
13,000  a  quarter.  On  this  extravagantly  diverse  product  line  Nike  will 
probably  net  $1.6  billion  in  the  fiscal  year  that  ends  in  May. 

Nike  Chief  Executive  Mark  G.  Parker,  52,  sits  in  an  airy,  cool 
corner  office  of  the  John  McEnroe  Building,  across  the  company's 
175-acre  campus  from  the  research  lab.  He  knows  running,  he 
knows  shoes,  and  he  cares  a  lot  about  that  research  lab,  since  he 
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Hot  shot:  Nike's  Mark  G.  Parker  sees  soccer  as  a  ticket  to  growth, 


founded  it  in  1980.  At  Penn  State  Parker 
was  a  runner  who  was  "hooked  on  high 
mileage,"  he  says.  He  liked  to  tinker  with 
his  own  shoes,  adding  foam  to  the  mid- 
soles  and  neoprene  to  his  sock  linings  for 
better  comfort. 

Not  long  after  graduating  he  heard  about 
what  was  then  called  Blue  Ribbon  Sports,  a 
fledgling  shoe  company  in  Oregon  run  by 
a  coach,  William  Bowerman,  and  one  of  his 
former  runners,  Philip  H.  Knight.  The  two 
of  them  were  obsessed  with  making  better 
athletic  shoes.  Parker  got  a  job  as  a  shoe 
designer  in  1979  and  soon  after  was  work- 
ing alongside  Bowerman,  who  designed  the 
company's  first  running  shoe  soles  with  his 
wife's  waffle  iron. 

Bowerman  died  at  age  88  in  1999. 
Knight,  now  69,  ran  the  business  intensely 
for  36  years.  When  he  decided  in  2004  to 
find  another  chief  executive,  he  reached 
far  from  Beaverton.  Parker,  who  felt  that 
he  had  earned  the  right  to  the  big  office, 
had  the  unpleasant  task  of  helping  to  pick 
his  new  boss.  Nike  hired  William  Perez,  a 
proven  marketer  from  household  prod- 
ucts company  S.C.  Johnson  &  Son. 


It  didn't  take  long  for  Knight,  chairman 
and  largest  shareholder  (with  a  stake  now 
worth  at  least  $5.6  billion),  to  realize  that 
he  had  made  a  mistake.  Nike  didn't  need  a 
brand  guy,  it  needed  a  sports  guy.  A  year 
after  bringing  Perez  in  from  Wisconsin, 
Phil  Knight  axed  him.  The  exercise  cost 
the  company  at  least  $15  million  in  pay 
and  severance  benefits;  Perez  is  now  run- 
ning Wm.  Wrigley  Jr.,  the  gum  company. 

Shortly  after  he  sent  Perez  home,  Knight 
gave  the  job  to  Parker  and  went  back  to  his 
isolated  chairman's  office  and  to  his  retire- 
ment hobbies.  "It's  easy  to  call  the  play  after 
the  game  is  over,"  Knight  grumbles  when 
needled  about  Perez's  tenure.  "That  didn't 
work.  This  is  working." 

And  what  did  Parker,  the  loyal  29-year 
veteran,  do  when  he  got  the  power?  He 
tore  up  a  fair  amount  of  what  Knight  had 
built.  The  biggest  thing  he  did:  reorganize 
the  company.  It  used  to  be  divided  into 
categories  of  products  (shoes,  apparel, 
gear  like  golf  clubs).  Now  it's  divided  by 
sport.  There's  a  division  for  soccer  (shoes 
and  apparel  combined),  a  division  for 
running,  one  for  basketball,  one  for  men's 


fitness,  one  for  women's  fitness.  Each  has 
its  own  product-development  and  mar- 
keting executives.  In  this  taxonomy  a  run- 
ning shoe  is  entirely  different  from  a 
cross-training  shoe — why,  running  is  an 
entirely  different  sport  from  training. 
There  are  parts  of  the  company  that  sell 
only  to  golfers  or  only  to  kids  on  skate- 
boards. Dreamer  athletes,  the  people  who 
don't  run  or  pole  vault  but  want  to  dress  as 
if  they  do,  have  their  own  division  (called 
Sports  Culture  at  Nike). 

It's  all  part  of  the  micromarketing 
game.  In  a  mass  market  a  sneaker  is  just  a 
sneaker,  competing  with  $30  sneakers 
coming  from  the  same  sort  of  factories  in 
China  and  Indonesia  where  Nike  gets  its 
products.  In  a  micromarket  a  sneaker  is 
something  with  a  seemingly  unique  air 
cushion  or  even  a  microchip  inside  (the 
Nike  Plus,  which  communicates  with  an 
iPod  to  track  your  miles).  Then  it  might 
be  worth  $80  or  $120  or  even  $200  a  pair. 

When  golf  star  Tiger  Woods  com- 
plained that  he  needed  better  traction  in  his 
golf  shoes,  Parker's  designers  did  video  analy- 
sis of  his  feet  while  he  swung  a  club.  The 
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"A  fan  sent  me  a  Chuck  Taylor  shoe  that  he  had  painted 


solution:  They  cut  a  groove  in  the  sole  plate 
of  his  shoe  and  inserted  a  flexible  pad,  bet- 
ter to  keep  his  feet  on  the  ground.  That 
addition  became  the  basis  for  the  SP-8  TW 
Tour  shoe  in  2006.  It  retails  for  $220. 

Nike  will  outfit  22  of  the  28  Chinese 
Olympic  teams.  The  event  will  be  the 
sneaker  vendor's  big  coming  out  in  China, 
where  it  has  opened  3,000  stores  and  sales 
are  expected  to  top  $1  billion  this  year. 
Nike  must  tread  carefully:  It  can't  storm 
into  the  country,  where  it  has  seen  50% 
sales  growth  a  year,  and  paint  its  signature 
swoosh  on  every  available  surface  as  it 
would  have  done  a  few  years  ago.  The 
company  must  appear  in  step  with  every- 
one who  encounters  it,  from  Olympic 
sprinters  to  inline  skaters  in  Nanning. 
"We're  not  going  to  take  the  Western  ver- 
sion of  the  brand  and  try  to  shove  it  down 
their  throats,"  Parker  says. 

Parker  recently  returned  from  Shang- 
hai, where  he  sat  down  with  50 
of  the  country's  artists,  archi- 
tects, novelists  and  filmmakers 
to  "download  their  brains."  Says 
Parker:  "What  we  learned  is 
that  China  is  undergoing  a 
tsunami  of  Westernization,  and 
its  losing  some  of  its  own  iden- 
tity. The  creative  community  is 
looking  for  its  voice,  and  we're 
trying  to  be  sensitive  to  that." 

You  can  see  the  narrowcast- 
ing  of  the  sales  pitch  in  Nike's 
marketing  budget  (which,  at  $2  billion 
a  year,  is  probably  only  a  billion  dollars 
or  so  behind  what  it  spends  to  manufac- 
ture 225  million  pairs  of  shoes).  It's  not 
surprising  that  the  company  spends  lav- 
ishly on  endorsements  from  stars  like 
Tiger  Woods;  it  has  always  done  that. 
What's  surprising  is  how  little  it  spends 
on  mass-market  television  ads:  $60  mil- 
lion in  the  first  nine  months  of  2007  in 
the  U.S.,  according  to  TNS  Media  Intelli- 
gence. Parker  would  rather  spend  money 
on  events,  like  the  LeBron  James  show- 
room it  opened  briefly  in  Shanghai  late 
last  year  to  promote  a  $200  shoe,  or  on 
the  Web,  where  a  cheaply  made  three- 
minute  ad  featuring  Brazilian  soccer  star 


Ronaldinho  got  35  million  hits. 

Parker's  acquisitions  and  divestitures 
fit  the  new  mold.  Last  year  he  unloaded 
Starter,  a  low-end  brand  offered  in  Wal- 
Mart,  selling  it  to  Iconix  Brand  Group 
for  $60  million.  But  he  shelled  out  $582 
million,  more  than  two  times  revenue, 
for  Umbro,  the  Manchester,  England 
maker  of  soccer  shoes  and  apparel.  With 
its  Manchester  connection  Umbro  stands 
for  a  sport.  Starter  didn't  stand  for  any- 
thing. 

Nike's  managers  live  and  look  the  part 
of  the  sports  they  represent,  which 
explains  the  piercings  and  tattoos  on 
staffers  in  the  department  called  Nike 
Skate  (that  means  skateboards)  and  the 
preppy  attire  at  Nike  Golf.  "We  want  to 
segment  and  diversify,"  says  Parker.  "Our 
potential  has  everything  to  do  with  how 
well  we  focus  and  align  ourselves  in  each 
of  the  different  businesses." 


The  Nike  Plus,  the  chip  placed  in  run- 
ning-shoe soles  that  communicates  wire- 
lessly  with  an  iPod,  has  a  whole  cult  built 
around  it.  Runners  listen  to  music  while  they 
are  electronically  logging  time  and  distance. 
Lance  Armstrong's  voice  comes  on  period- 
ically to  provide  information  and  encour- 
agement: "Congratulations!  You've  just  run 
your  fastest  mile!"  When  they  get  home, 
runners  can  log  on  to  the  Nike  Plus  Web 
site,  where  that  information  is  captured  and 
graphed.  They  can  also  interact  with  other 
runners,  challenging  someone  overseas  to 
a  weeklong  runoff. 

A  so-called  barefoot  running  sneaker, 
which  features  deep  grooves  to  simulate  a 
shoe-free  run,  will  supposedly  help 


strengthen  foot,  shin  and  ankle  muscles.  It 
retails  for  as  much  as  $100.  For  $230  you 
can  get  the  Air  Jordan  XX3,  Nike's  first 
"green"  basketball  shoe.  The  sneaker  is 
made  partly  from  recycled  components 
from  old  sneakers  and  water-based  sol- 
vents. "There's  a  certain  honesty  to  design. 
You're  really  trying  to  solve  a  pure  prob- 
lem or  better  serve  a  need,"  Parker  says. 

Nike  has  spent  several  hundred  mil- 
lion dollars  (according  to  analyst  John 
Shanley  of  Susquehanna  Financial  Group) 
rearranging  suppliers  so  it  can  get  shoes 
to  market  up  to  three  weeks  faster  than  in 
the  past.  Now,  instead  of  routing  all 
footwear  and  apparel  that  come  in  from 
factories  in  Southeast  Asia  through  a 
distribution  center  in  Memphis,  Nike  can 
have  them  sent  directly  to  specific  stores 
or  the  consumers  who  order  them  online. 
That  also  makes  it  easier  for  the  company 
to  order  up  limited  runs  of  specialty  items 


that  command  a  premium  price.  This 
summer  it  will  put  2,000  pairs  of  the  $400 
Mercurial  SL,  a  carbon  fiber  soccer  cleat, 
in  50  stores. 

Parker  plans  to  boost  retail  and  online 
sales  from  $1.5  billion  to  $4  billion  a  year 
by  201 1,  primarily  by  opening  100  smaller 
Nike-owned  stores  that  will  be  tailored  to 
the  lifestyle  of  their  neighborhoods.  A 
shop  in  Buenos  Aires  might  be  focused  on 
soccer  and  women's  fitness.  One  in  Los 
Angeles  could  feature  skateboarding  gear 
and  fashion  products.  Won't  important 
retailers  like  the  Finish  Line  get  irked? 
Nike  makes  sure  its  own  stores  aren't  too 
close  to  theirs.  It  will  partner  with  them 
when  it  can.  Parker  is  working  with  Foot 


Nike  likes  big 
stars:  cofounder 
and  ex-chief  Phil 
Knight  (left): 
endorsers  Liu 
Xiang,  a  Chinese 
track  and  field 
great,  and 
Ronaldinho,  the 
Brazilian  soccer 
star,  in  a  Beijing 
Nike  store 
(right). 
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mh  on  and  said,  'Please  don  yt  do  this. 9 " 


Locker  with  its  jointly 
owned  House  of  Hoops,  a 
store  dedicated  exclusively 
to  basketball  shoes  and 
apparel.  The  first  one 
opened  late  last  year  in  Harlem.  Fifty 
more  are  planned.  Two  slick  new  Nike  iD 
Studios,  one  in  New  York  City  and  one  in 
London,  allow  consumers  to  design  their 
own  shoes.  It  plans  limited-edition  runs 
of  the  best  designs. 

Parker  is  very  clear  about  wanting 
consumers  to  feel  Nike  has  something  to 
offer  them.  "The  last  thing  I  want  to  be 
is  the  kid  who's  invited  to  the  party 
because  he  has  the  money  to  buy  the  keg 
but  nobody  really  wants  to  hang  out  with 
him,"  says  Parker.  "I  want  to  be  the  person 
who's  invited  because  he's  funny,  interest- 
ing, relevant  and  can  bring  some 
insights." 

Under  Knight  the  company  put  a 
swoosh  on  everything  from  performance 
wear  to  baby  booties.  If  there  was  an  occa- 
sion, Nike  had  a  shoe  that  fit — and  it  let 
the  world  know  it.  Lavish  TV  ad  cam- 
paigns featured  big-name,  highly  com- 
pensated sports  stars,  including  the  NBAs 
Michael  Jordan  and  multisport  star  Bo 
Jackson.  Its  attitude  was  arrogant;  its  ad 
tagline  a  command:  "Just  do  it."  Occasion- 
ally the  message  was  obnoxious:  At  the 
1996  Olympics  in  Atlanta  it  ran  ads  that 
sneered  at  runner-up  Olympians:  "You 
don't  win  the  silver;  you  lose  the  gold." 

By  the  Numbers 

Score! 

Nike  spends  $2  billion  a  year  on  marketing. 


$44  mil  The  amount  Nike  reportedly 

paid  India's  cricket  team  for  a  five-year  sponsorship. 

13,000  The  number  of  different  styles  of 
footwear  and  apparel  Nike  sells  each  quarter. 

$35  amount  paid  to  design  student  Carolyn 
Davidson  in  1971  for  original  swoosh  design. 

1  The  number  of  non-Nike  golf  clubs  Tiger 
Woods  carries  in  his  bag  (his  putter). 

Sources:  Nike;  Acushnet  Co. 


The  proof  that  Nike  was 
out  of  step:  When  Nike 
bought  the  Converse  line, 
long  known  for  its  basket- 
ball shoes,  "a  fan  sent  me  a 
Chuck  Taylor  shoe  that  he  had  painted  a 
swoosh  on  and  said  'Please  don't  do 
this,'"  says  Parker. 

It  was  caught  flat-footed  when  young 
athletes  stopped  playing  multiple  sports, 
which  had  required  lots  of  different 
shoes  and  apparel.  They  wanted  to  excel 
at  one  sport  rather  than  dabble  in  sev- 
eral. "Kids  were  picking  one  sport  at  an 
early  age  and  staying  and  living  in  that 
sport  all  year  round,"  says  Charles  Den- 
son,  president  of  the  Nike  brand.  That 
might  be  a  sport  where  Nike  didn't  rule 
the  game.  Skateboarders  found  new, 
smaller  footwear  and  apparel  makers 
such  as  Vans  and  Emerica  that  better 
understood  their  sport. 

In  2002  Nike  jumped  into  the  skate- 
boarding market  with  swoosh-embla- 
zoned  shoes  and  apparel.  It  bombed:  Sales 
were  only  $25  million  that  first  year. 
Parker,  who  was  then  co-president  of  the 
Nike  brand,  rolls  his  eyes  when  he  recalls 
the  blunder.  "I  literally  woke  up  one 
morning  and  thought,  'This  is  ridiculous. 
We've  never  committed  to  that  kid  and 
culture,  and  that's  why  we're  not  relevant,'" 
he  says.  Parker  hired  away  marketers  from 
skateboard  manufacturers;  Nike  Skate 
sales  totaled  $200  million  last  year, 
says  Matthew  Powell,  analyst  with 
SportsOneSource  in  Princeton,  N.J. 

The  company  grew  under  Perez, 
posting  $13.7  billion  in  sales  for  the 
2005  fiscal  year,  a  12%  increase,  but  it 
didn't  have  that  runner's  high.  Dur- 
ing his  brief  tenure  the  stock  fell  $3, 
to  $42.  Since  Parker  took  over  in  Jan- 
uary 2006,  the  stock  has  rebounded 
to  $56,  adjusted  for  splits. 

Is  the  big  shareholder  happy? 
It's  a  good  sign  that  Knight  is  now 
more  interested  in  filmmaking  (Laika 
Entertainment)  and  taking  fiction- 
writing  courses  than  he  is  in  running 
gear.  Parker  says  he  sees  his  boss  only 
occasionally,  at  board  meetings.  F 
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JTIL  A  FEW  WEEKS  AGO  FRED 
Hassan  was  God's  gift  to  the  pharmaceutical 
industry.  In  his  career  hed  made  a  decades-old 
drug  invulnerable  to  generic  rivals,  made 
Pharmacia  so  desirable  Pfizer  had  to  buy  it 
and  had  turned  Schering-Plough  from  a  cash- 
hemorrhaging  criminal  into  a  jewel  of  a  stock. 

Then  he  botched  the  handling  of  a  study  of 
his  most  important  product,  the  Schering- 
invented  cholesterol  drug  Zetia  that  is  also  the 
basis  for  the  combo  pill  Vytorin.  The  two  gener- 
ate $5  billion  a  year  (profits  are  split  50-50  with 
Merck)  and  are  prescribed  100,000  times  a  day. 
Until  recentiy  Merck  and  Schering  were  saying 
the  franchise  would  add  $1  billion  in  sales  this 
vear  and  $1  billion  next.  Not  likely. 

As  FORBES  was  first  to  report  in  November, 


Fred  Hassan 
is  pharma's  best 
trauma  surgeon. 
But  sutures 
are  popping 
on  his  latest 
patient. 

BY  MATTHEW  HERPER 


Schering  has  been  futzing  for  18  months  with  this 
comparison  study,  which  ended  up  showing  that 
these  expensive  pills  were  no  better  at  clearing  out 
artery  gunk  than  a  generic  statin.  The  study  is  not 
definitive,  but  it  raises  doubts  about  Zetia's  effec- 
tiveness. "I  took  my  mother  off  it,"  says  David 
Brown,  head  of  cardiology  at  SUNY  Stony  Brook 
Medical  Center.  The  long  delay  has  sparked  a 
Congressional  investigation  into  Scherings  scien- 
tific conduct,  the  stock  sales  of  its  executives  and 
its  $150-million-a-year  Vytorin  ad  campaigns. 

Hassans  defense?  Schering  didn't  mean  to 
do  anything  wrong,  and  he  doesn't  know  exactly 
what  went  wrong.  "I'm  quite  sure  nobody 
had  bad  intentions,"  says  Hassan,  62.  "Why 
didn't  it  happen  on  time  as  it  should  have?  I 
don't  have  the  answers." 
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The  excuses  are  thin.  Either  Schering 
deliberately  delayed  a  result  it  suspected 
would  be  bad  or  Hassans  team  incompe- 
tently failed  to  realize  that  they  were  sit- 
ting on  a  time  bomb.  Since  FORBES'  first 
report  on  Nov.  19,  Schering  shares  have 
given  up  12  months  of  gains. 

Schering's  case  reveals  the  ugly  reality 
of  the  pharma  business.  Lacking  gen- 
uinely new  medicines  or  definitive  proof 
that  their  costly,  patented  drugs  work  bet- 
ter than  cheap  ones,  producers  are  forced 
to  turn  minor  marketing  advantages  into 
billion-dollar  opportunities.  Hassan's 
great  at  this.  At  Pharmacia  he  made  the 
urinary-incontinence  pill  Detrol  a  best- 
seller. At  Schering  it  was  Nasonex,  a  me- 


Hassan  will  have  to  defend  himself 
from  now  on  against  the  same  accusations 
that  have  crushed  pharmaceutical  compa- 
nies since  Merck's  Vioxx  was  yanked  from 
the  market  in  2004.  Doctors  and  politi- 
cians want  more  transparency,  meaning 
no  sweeping  of  disappointing  trials  under 
rugs.  They  don't  trust  pharma  anymore. 
Merck  hadn't  disclosed  key  results  or 
started  a  big  study  to  prove  Vioxx's  safety. 
GlaxoSmithkline's  Avandia,  for  diabetes, 
was  torched  after  buried  studies  pointed 
to  an  increased  risk  of  heart  attacks.  Glaxo 
threatened  one  of  its  academic 
critics  with  a  lawsuit.  A  recent 
issue  of  the  New  England  Jour- 
nal of  Medicine  says  that,  when 


It's  no  wonder  investors  love  Fred  Hassan. 
He's  considered  to  be  the  best  turnaround 
guy  in  the  drug  business.  At  Wyeth,  Pharmacia 
and  now  at  Schering-Plough,  he  has  delivered 
sizable  returns.  The  latest  scandal  will  be 
his  biggest  test  yet. 


+68%  +18% 


Corporate  senior 
vice  president, 
Wyeth,  1993-97 


Chief  executive, 
Pharmacia, 
1997-April  2003 


Sources:  Bloomberg;  FactSet  Research  Systems. 


too  allergy  nose  spray  that  had  been 
ignored  under  his  predecessor. 

"You  can  always  wish  you  had  the 
next  big  thing,"  he  says.  "But  if  you 
approach  it  in  the  right  manner,  you  can 
get  a  lot  of  traction  with  what  you  have." 

Zetia  was,  in  fact,  a  breakthrough  for 
patients  who  can't  get  their  cholesterol  low- 
enough  with  other  drugs.  But  Schering 
pushed  far  beyond  that  use  without  prov- 
ing that  the  drug  prevented  heart  attacks, 
strokes  and  deaths— the  cardiologist's 
gold  standard  that  statirts  such  as  Pfizer's 
Lipitor  have  passed.  Now  this  delayed 
study  shows  that  even  pharma's  Mr.  Fix-It 
can't  run  a  straightforward  operation. 


unpublished  studies  are  included  in  the 
statistics,  it  turns  out  that  certain  main- 
stream antidepressants  are  not  as  effective 
as  they  seemed. 

"What's  very  important  to  us  is  our 
integrity,  our  reputation  and  the  robust- 
ness of  what  we  do,"  says  Hassan.  "It's  not 
the  actual  trial.  This  thing  runs  on  trust, 
and  we'd  like  to  say  Schering-Plough  is  a 
very  improved  company  since  2003." 

Schering  says  there  were  problems 
with  the  way  the  data  from  the  study  were 
collected  and  analyzed,  and  that  it  needed 
all  this  time  to  fix  those  problems.  Susan 
Wood,  a  professor  at  George  Washington 
University  and  former  Food  &  Drug 


Administration  official,  doesn't  buy  that. 
"You  cant  just  say,  'Wait,  we'll  fix  it,'"  she 
says.  "You  have  to  get  it  out  and  let  people 
decide."  Says  Representative  Bart  Stupak 
(D-Mich.),  who  is  leading  the  House 
investigation:  "Somewhere  in  here  these 
companies  have  ethical  and  moral  obliga- 
tions to  cardiologists  and  patients." 

Schering  was  calling  in  outsiders  to 
look  at  the  artery  images  and  trial  data 
starting  in  the  spring  of  2006,  and  a  year 
later  the  lead  investigator  complained  to 
colleagues  that  the  situation  with  the 
study  was  "a  mess."  Robert 
Califf  of  Duke  University,  who 
is  conducting  a  larger  study  for 
Schering  and  takes  Zetia,  calls  it 
a  Bill  Buckner  type  of 
study,"  after  the  hapless 
Boston  Red  Sox  first 
baseman. 

If  Hassan  defuses 
this  firestorm,  he'll 
prove  that  he  is,  in  the 
words  of  Schering 
finance  chief  Robert 
Bertolini,  "unrivaled 
in  this  industry."  But 
for  all  his  experience, 
Hassan  is  dealing  with 
his  first  crisis  of  confi- 
dence in  the  post- 
Vioxx  era.  He  left 
Wyeth  after  protecting 
the  hormone  drug  Pre- 
marin  from  generics 
(by  arguing  that  hor- 
mone drugs  are  too 
tricky  to  knock  off)  but 
before  Premarin  turned  out  to  be  a  mixed 
blessing  for  the  women  taking  it.  He  left 
Pharmacia  before  its  Bextra  painkiller  got 
yanked  from  shelves. 

Schering  has  a  lot  more  going  for  it 
than  most  drug  firms,  including  no  patent 
expirations  until  2016  and  a  drug  some 
anesthesiologists  say  will  revolutionize  the 
way  they  bring  people  back  after  surgery 
(see  box,  p.  109).  But  it  needs  Zetia  to  keep 
growing,  and  Steven  Nissen,  the  cardiolo- 
gist who  shot  down  Vioxx  and  Avandia, 
has  Zetia  in  his  gunsights.  One  could 
argue  that  Nissen  went  too  far  in  calling 
for  a  "moratorium"  on  Zetia,  which  may 
Continued  on  page  109 
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Best  Cabin  Crew  in  the  Middle  East,  five  times  in  a  rov 
80  different  nationalities,  each  a  winner. 

Qatar  Airways  flies  to  over  80  destinations  worldwk 
For  more  information,  visit  qatarairways.com 
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aptivating  Qatar 

It  is  not  very  often  that  a  country  the 
size  of  the  state  of  Connecticut  is 

referred  to  as  one  of  the  most 
intriguing  places  on  earth.  But  this 
hrase  is  often  used  to  describe  Qatar, 
a  Gulf  country  going  through  an 
amazing  metamorphosis. 

With  the  help  of  its  massive  energy 
reserves,  Qatar  is  putting  funds 
into  its  infrastructure.  This  is 
most  evident  in  the  capital  city 
f  Doha,  which  is  rapidly  approaching  1  million 
sidents  and  is  host  to  what  appears  to  be  a  con- 
cantly  growing  number  of  extravagant  towers  that 
ot  the  skyline. 

But  the  success  story  of  Qatar  goes  much 
eeper  than  its  energy  reserves  and  much  higher 
han  its  towering  buildings. 

In  all  segments  of  Qatari  life,  significant  change  is  occurring 
t  a  manic  pace.  In  education,  a  number  of  international 
chools  and  leading  universities,  including  Cornell  and 
eorgetown,  have  made  Qatar  a  home  and  have  helped 
hape  a  new  educational  standard  bent  on  preparing  the 
ountry's  youth  for  a  globalized  economy. 

Politically,  a  new  sense  of  immediacy  is  streamlining  gov- 
rnment  services  and  has  spread  throughout  nearly  all  the 
pvernment  ministries  and  various  municipalities. 

This  in  turn  is  leading  to  greater  economic  prosperity.  The 
act  that  Qatar  will  be  the  world's  largest  exporter  of  lique- 
ed  natural  gas  by  2011  is  fueling  many  of  the  country's 
:omestic  and  international  investments. 


Four  Seasons  Hotel  Doha 

The  staggering  amount  of  public  and  private  multibillion 
dollar  investments  in  Qatar  is  incredible  and  is  complemented 
by  the  numerous  high-profile  foreign  investments  that  Qatar 
is  making  through  its  sovereign  wealth  funds. 

More  important,  however,  are  Qatar's  solid  and  intuitive 
leaders,  who  have  steered  the  country  in  this  forward  direction 
while  maintaining  a  strong  link  to  the  nation's  cultural  roots. 

With  eyes  firmly  set  on  the  future  of  this  Gulf  Arab  state, 
His  Highness  the  Emir  Sheikh  Hamad  bin  Khalifa  Al-Thani 
has  guided  policies  in  Qatar  to  reflect  the  transparency  and 
forward-thinking  approach  that  he  envisions  for  the  country. 

This  is  further  exemplified  in  the  Qatari  government's 
plan  to  unveil  a  new  national  vision  and  strategy  for  Qatar 
that  will  take  the  country  to  the  year  2020.  ■ 
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With  branch  campuses  of  5  world  renowned  universities  and  2.8%  of  its  GDP  dedicated  to  research,  the  pulse  of 

The  endowment  of  $8  billion 

Qatar's  growth  is  quickening.  Qatar  Financial  Centre  is  at  the  heart  of  this  social  and  economic  development. 
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building  a  Global  Portfolio  by 
nvesting  in  the  Future 


r racking  down  Dr.  Hussain  Ali 
Al-Abdulla  is  not  an  easy  task. 
Considering  his  hectic  sched- 
as  Executive  Board  Member  of  the 
tar  Investment  Authority  (QIA),  he 
as  likely  to  be  found  conducting 
siness  in  the  air  as  he  would  in  the 
l's  swanky  new  headquarters  in 
est  Bay,  Doha. 

A  brief  look  at  some  of  the  QIA's 
ets  and  acquisitions  highlights  how 
s  new  player  in  the  international 
estment  field  is  shaking  up  markets 
e  world  over.  It  was  just  over  a  year 
o  that  the  QIA  took  a  stake  in 
gardere  SCA.  It  then  won  a  bid- 
ng    war    for    London's  prized 
elsea  Barracks  through  its  proper- 
arm,  Qatari  Diar  Real  Estate  and 
estment  Company. 
The  QIA  has  also  taken 
kes    in    the    Nordic  and 
ndon  bourses,  has  shares  in 
BC  —  China's  largest  finan- 

institution  —  and  recently 

blished  a  $1  billion  joint- 

estment  vehicle  with  the  Government  of  Indonesia 
at  will  seek  investment  opportunities  in  Indonesia 
ross  a  broad  range  of  sectors,  including  infrastructure 
d  natural  resources,  among  others. 

"The  QIA  does  not  limit  itself  to  a  narrow  set  of  asset 

sses  or  sectors,"  says  Dr.  Al-Abdulla.  "As  our  mandate  is  to 
anage  the  financial  surplus  of  the  State  of  Qatar  and  diver- 
sources  of  revenue,  we  take  each  investment  opportuni- 

on  its  own  merits." 

The  QIA's  evaluation  criteria  take  into  account  risk  and 
rn  as  well  as  added  value  to  the  State  of  Qatar.  "For 
pie,  if  a  particular  investment  opportunity  has  econom- 
synergies  or  benefits  for  Qatar  and  its  people,  it  becomes 
additional  positive  factor,"  says  Dr.  Al-Abdulla.  "The  QIA 
ould  be  considered  a  truly  global  investor,  based  on  the 
ength  of  our  investment  approach." 


Dr.  Hussain  Ali  Al-Abdulla, 
Executive  Board  Member, 
Qatar  Investment  Authority 


His  Highness  the  Emir  Sheikh 
Hamad  bin  Khalifa  Al-Thani  is  fuel- 
ing this  desire  for  major  investments 
around  the  world  with  a  vision  to 
develop  a  knowledge-based  economy 
that  is  not  based  solely  on  the  value  of 
its  natural  resources.  The  realization  of 
this  vision  is  overseen  by  His  Highness 
the  Heir  Apparent  Sheikh  Tameem 
Bin  Hamad  Al-Thani,  who  chairs  the 
Board  of  QIA  together  with  His 
Excellency  Sheikh  Hamad  Bin  Jassim 
Al-Thani,  who  is  its  Vice  Chairman 
and  Chief  Executive  Officer. 

Qatar's  vast  energy  reserves  have 
undoubtedly  given  it  the  purchasing 
power  to  chase  major  assets  and  global 
institutions  around  the  world.  The 
Gulf  Arab  state,  a  member  of  the 
Organization  of  the  Petroleum 
Exporting  Countries  (OPEC), 


"The  QIA  should  be  considered  a  truly    produces  about  800,000  barrels 
global  investor,  based  on  the  strength      of  o0  Per     rt  is  set  to  increase 
of  our  investment  approach. " 


that  figure  to  about  1  million  by 
the  end  of  the  decade. 

In  addition  to  oil,  Qatar  is 
also  home  to  the  third-largest  reserves  of  natural  gas  after 
Russia  and  Iran.  But  Qatar  will  be  the  world's  largest 
exporter  of  this  clean  fuel  by  2011  when  it  begins  shipping 
some  77  million  tons  of  liquefied  natural  gas  to  countries  all 
over  the  globe. 

Like  other  energy-producing  states,  Qatar  has  been 
reaping  huge  economic  rewards  from  near-record-high 
energy  prices  in  recent  years.  The  country's  uniqueness, 
however,  emerges  in  how  it  is  managing  the  use  of  its 
petro-dollars. 

The  size  of  QIA's  portfolio  and  how  much  it  is  looking 
to  invest  in  international  projects  is  a  strictly  guarded  secret, 
but  if  current  bids  for  acquisitions  and  the  country's  own 
domestic  investment  are  any  indication,  there  will  likely  be 
many  more  attempts  for  multibillion  dollar  foreign  assets  in 
the  near  future. 


Dr.  Hussain  Ali  Al-Abdulla  is  an  Executive  Board  Member  of  the  Qatar  Investment  Authority,  where  he  oversees  the  management 
and  evaluation  of  the  Government  of  Qatar's  investment  fund  in  international  and  local  markets.  He  is  also  Chairman  of  Masraf 
Al-Rayan  Bank,  Deputy  Chairman  of  Qatar  Financial  Centre  Authority  and  a  Director  on  the  boards  of  Qatar  Airways  and  Gulf 
Investment  Corporation  of  Kuwait.  From  1990-2001  he  was  Director  of  the  Government  of  Qatar  Investment  Office  in  the 
Ministry  of  Finance,  and  from  1989-90  he  was  Assistant  Secretary  General  for  Planning  at  Supreme  Council  for  Planning. 


Qatar  Investment  Authority  •  +974  441  4603 
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"Our  investment  philosophy  is  intended  to  create  a  bal- 
ance in  our  investment  portfolio  with  respect  to  geograph- 
ical distribution,"  says  Dr.  Al-Abdulla.  "It  is  for  this  reason 
that  we  evaluate  investment  opportunities  in  all  regions 
consistently,  guided  by  an  allocation  basis  that  takes  into 
account  return  targets  and  risk  exposures." 

Creating  a  balanced  portfolio  is  a  challenge  for  any 
investor.  So  far,  the  QIA  has  well-positioned  investments  in 
Europe  and  Asia,  but  there  is  much  interest  and  curiosity 


Executives  at  QIA,  however,  say  otherwise.  "As  a  glob 
investor,  there  is  always,  of  course,  competition  for  top  assets 
Dr.  Al-Abdulla  says.  "But  there  is  a  relatively  small  pool  ■ 
world-class  investors  who  have  the  resources  to  compe 
across  the  world  stage,  and  there  are  more  than  enoug 
opportunities  for  all  of  us  to  prosper.  At  the  same  time,  v 
also  seek  to  build  bridges  with  our  peers,  as  demonstrated 
our  joint  venture  with  Dubai  Group." 

In  a  few  short  years,  the  QIA  has  made  several  splash' 
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"Our goal  is  to  build  on  QIA's  reputation  as  a  world-class  global  investor, 
building  up  the  best  possible  portfolio  of  long-term  investments. " 


Isiaii  Gam 


surrounding  the  timing  of  its  first  foray  into  the  U.S.  mar- 
ket and  the  effect  of  the  recent  U.S.  subprime  crisis  on 
QIA's  interest. 

"We  are  continually  appraising  opportunities  in  the  U.S.," 
says  Dr.  Al-Abdulla.  "Given  the  dynamism  and  diversity  of 
the  country's  economy,  there  are  always  opportunities  of 
interest.  But  this  is  by  no  means  an  opportunistic  response  to 
the  subprime  situation.  One  of  our  investment  principles  is 
that  we  are  a  long-term  investor.  We  look  to  acquire  assets  in 
which  we  can  add  real  value  and  then  hold  across  the  differ- 
ent cycles  of  the  financial  markets.  Our  investment  time 
horizons  allow  us,  therefore,  to  look  way  beyond  what  are 
likely  to  be  relatively  short-term  situations,  such  as  the  sub- 
prime  problems." 

But  regardless  of  economic  volatility  or  cyclical  fluctua- 
tions in  global  markets,  one  aspect  that  shows  no  sign  of 
changing  is  the  rate  of  competition  between  neighboring 
Gulf  Arab  states  and  their  respective  investment  funds.  Both 
Qatar  and  the  United  Arab  Emirates'  recent  bidding  war  for 
the  Nordic  bourse  could  be  a  taste  of  things  to  come  in  the 
years  ahead,  analysts 


around  the  world.  It  has  garnered  a  significant  amount 
interest  from  market  watchers  and  is  constantly  provir 
that  it  can  put  its  money  where  its  mouth  is.  But  moi 
importantly,  the  QIA  has  gained  the  reputation  of  a 
investment  group  that  thoroughly  studies  its  opportuniti 
and  does  ample  due  diligence  before  making  long-ten 
financial  commitments. 

"Our  goal  is  to  build  on  QIA's  reputation  as  a  world-cla 
global  investor,  building  up  the  best  possible  portfolio  < 
long-term  investments,"  says  Dr.  Al-Abdulla.  "We  want  1 
attract  and  develop  career  opportunities  for  the  brightest  ari 
the  best.  And  through  our  success  on  the  global  stage,  t 
help  Qatar  in  its  strategy  of  becoming  a  major  internation 
center  for  finance  and  investment  management." 

Looking  to  the  future,  the  QIA  is  destined  to  snap  U 
more  assets  and  shares  in  major  institutions  around  the  won 
as  it  continues  to  be  a  lead  player  in  diversifying  Qatai 
economic  interests.  And  with  a  booming  economy  an 
national  strategy  to  further  the  development  of  the  countr 
the  QIA's  successes  will  reverberate  throughout  Qatar  an 
will  most  certainly  be  felt  throughout  global  markets. 
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Qatar:  The  Next  Great  Sporting  Hub 

ew  other  experiences  can  evoke  the  same  level  of  pride  and  happiness  that  His  Excellency  Sheikr 
aoud  bin  Abdulrahman  Al-Thani,  Secretary  General  of  the  Qatar  Olympic  Committee,  felt  the  nigh 
atar  kicked  off  the  1 5th  Asian  Games  in  Doha  in  December  2006. 


he    sights    and    sounds  of 
50,000  people   roaring  and 
cheering    the  breathtaking 
)pening  Ceremony  were  a  tough 
t  to  follow.  But  hosting  the  highly 
ccessful  Asian  Games  was  another 
gnificant  step  in  this  young  Gulf 
ate's  involvement  in  international 
:. "As  a  porting  events. 


for  top 


asset*  Today,  Qatar  is  bidding  to  host  the 
ummer  Olympic  and  Paralympic 
iniK|.james  in  2016.  The  nation  will  do 
en0Uj  jvery  thing  it  can  to  show  the 
iternational  Olympic  Committee 
lat  Qatar  is  ready  to  host  the  largest 
nd  most  prestigious  sporting  event 
i  the  world. 

"We  told  everyone  that  hosting  the 
isian  Games  was  just  the  beginning," 


ame  time,  i 


:veral  splash 


H.E.  Sheikh  Saoud  bin  Abdulrahman  Al-Thani, 
Secretary  General, 
Qatar  Olympic  Committee 


ments  of  its  rapid  growth. 

"We  moved  the  state  of  our  infra- 
structure ahead  20  years,  and  today  w< 
are  almost  90%  ready  to  host  th< 
Olympics,"  Sheikh  Saoud  says. 

Qatar  has  a  seven-year  plan  for  fur- 
ther infrastructural  additions,  includ- 
ing many  more  hotel  rooms  and  ; 
new  baseball  stadium. 

"Qatar  is  lucky  to  have  th< 
resources  and  a  government  tha 
wants  to  turn  the  country  into  one  o 
the  best  places  in  the  world,"  say 
Sheikh  Saoud.  "The  work  needed  tc 
be  done  in  preparation  of  th< 
Olympics  is  work  that  would  hav< 
been  done  anyway,  but  with  the  goa 
of  hosting  the  Olympics  and  wit! 
those  deadlines  in  view,  we  are  speed- 
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"QOC's  Vision:  To  become 
a  leading  nation  in  bringing  the  world  together  through  sport. 
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rys  Sheikh  Saoud.  "It  was  a  great  achievement  for  us  and  a 
emendous  experience  for  everyone  involved.  Now  we  are 
)oking  at  the  2016  Olympic  Games  and  everyone  in  Qatar 
supporting  this  bid." 

With  billions  of  dollars  invested  in  infrastructure  and 
/orld-class  athletic  facilities,  Qatar  is  well  positioned  to  build 
n  its  solid  base  and  take  the  sporting  world  by  storm.  Brand- 
ew  state-of-the-art  stadiums  and  premier  athletic  facilities 
ive  made  Qatar  the  envy  of  the  region. 
'But  more  importantly,  we  have  developed  a  new  sport- 
culture  with  our  people,"  says  Sheikh  Saoud.  "We  proved 
i  ourselves  and  to  the  world  that  as  one  country,  we  can  all 
ork  together  as  a  team  toward  one  goal.  And  that's  what 
latters  most." 

Qatar  has  used  its  massive  energy  reserves  to  transform  its 
:onomy  and  infrastructure  in  under  a  decade 's  time.  But  it 
as  not  until  2006  that  the  country  realized  the  accomplish- 


ing  up  the  process." 

Qatar's  passion  for  sport  was  lead  by  the  Emir,  Hi 
Highness  Sheikh  Hamad  bin  Khalifa  Al-Thani,  who  firs 
envisaged  a  sporting  hub  in  1979.  Viewing  sports  as  a  unify- 
ing force,  Qatar  today  invests  in  sporting  facilities  not  onh 
in  its  own  country,  but  throughout  the  Middle  East.  Fo: 
example,  it  is  building  stadiums  and  multipurpose  sporting 
venues  in  the  Palestinian  territories,  Lebanon  and  Tunisia. 

"We  love  sport,"  says  Sheikh  Saoud.  "Around  the  world  i 
is  a  form  of  communication  and  it  is  important  for  the  unit\ 
of  the  Middle  East.  It  is  important  that  people  around  th< 
world  see  that  there  is  more  to  the  Middle  East  than  wha 
people  see  on  the  news.  We  will  show  the  world  that  spor 
can  do  things  that  politics  cannot." 

That's  the  positive  drive  and  motivation  that  could  indeec 
help  change  the  face  of  the  Middle  East  and  solidify  Qatar: 
position  as  a  sporting  hub.  1 


Qatar  Olympic  Committee  •  www.qatarolympics.org 
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afar  Olympic  Commitee  ■overtime 

itar  loves  sport  and  the  Qatar  Olympic  Committee  is  committed  to  providing  xial 
portunities  for  all  in  the  community  to  participate  in  sports  and  sports-related 
tivities  that  contribute  to  the  physical  and  spiritual  health  of  individuals  and 
immunities  in  Qatar  and  around  the  world. 

Olympic  Committee  is  making  in  athlete  and  ^^^3^^^ 
nue  development,  sports  organisations  and  community  programs  will  ensure  that 
itar  maintains  its  progress  and  success  into  the  future. 


'  more  information,  visit  w//w. Olympic. qa 
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atar  National  Hotels:  Changing  the 
ospitality  Sector,  One  Hotel  at  a  Time 


heikh  Nawaf  Bin  Jassim  Bin 
Tabor  Al-Thani  is  a  very 
|%B^  goal-oriented  individual.  As 
Chairman  of  Qatar  National  Hotels 
^NH)  for  over  four  years,  he  has 
een  tasked  with  transforming  the 
jospitality  sector  in  his  country. 

It's  not  an  easy  job  anywhere  in  the 
orld,  but  in  a  radically  changing  mar- 
tplace  like  Qatar,  where  every  sector 
experiencing  a  boom,  he  undoubt- 
dly  has  his  work  cut  out  for  him. 
Many  new  hotel  properties  have 
erged  recently  in  Qatar,  including 
e  prestigious  Sharq  Village  &  Spa. 
d  this  is  in  addition  to  the  numer- 
s  renovations  and  expansions  ii 
sting  upmarket  properties  through 
t  Qatar's  capital  city  of  Doha. 
With  all   this  develop- 
ent,  it  is  clear  that  much 
as  happened  to  the  hotel 
ldustry  in  this  Gulf  Arab 
ate   over  the   past  four 
;ars.  But  as  Sheikh  Nawaf 
f  in  Jassim  says,  this  is  only 
lie  beginning. 

"There  are  5,964  hotel  rooms  in  Qatar  today,"  he  says.  "By 
012,  that  figure  will  be  in  excess  of  17,000  rooms,  which 
anslates  to  an  increase  of  about  300%  in  five  years." 

The  numbers  are  astounding,  but  they  are  not  lofty  goals, 
nd  with  an  expected  tourism  increase  of  about  150%  in 
le  coming  years,  Qatar  is  in  need  of  more  upmarket 
rcommodation  services  throughout  the  country  in  order 
)  keep  up  with  the  demand. 

Driving  Qatar's  need  for  more  accommodation  is  the 
overnment's  desire  to  radically  transform  the  economic  and 
>cial  landscape  of  the  country.  As  a  matter  of  fact,  it  is  an 
itegral  part  of  the  Qatari  government's  national  strategy. 
Jear-record-high  energy  prices  have  helped  fund  Qatar's 
lfrastructure  and  its  tourism  and  hospitality  sectors. 
"The  government's  plan  to  develop  tourism  in  Qatar  is 


H.E.  Sheikh  Nawaf  Bin  Jassim  Bin  Jabor  Al-Thani, 
Chairman, 
Qatar  National  Hotels 


"By  2012,  [there]  will  be  in  excess 
of  1 7, 000  rooms,  which  translates  to  an 
increase  of  about  300%  in  five  years. " 


an  essential  component  in  its  ten-year 
plan,"  says  Sheikh  Nawaf  Bin  Jassim. 
"And  QNH's  growth  and  strategy 
complements  the  State  of  Qatar's 
national  strategy  by  its  significant  con- 
tribution to  the  tourism  sector." 

The  number  of  five-star  accom- 
modations are  set  to  increase  at  a 
dizzying  pace  in  the  coming  years. 
This  is  highlighted  by  the  growing 
number  of  towers  that  continue  to 
dot  Doha's  skyline. 

The  increasing  competition  for 
the  lucrative  tourism  dollar  has 
grown  significantly  in  recent  years 
throughout  the  Gulf  Arab  region,  but 
as  Sheikh  Nawaf  Bin  Jassim  explains, 
the  business  market  is  in  need  of 
greater  attention  as  well. 

"Our    research  reveals 
that  there  is  a  considerable 
gap  in  the  provision  of  busi- 
ness hospitality,"  he  says. 
"We   have   answered  this 
need    with    our  recently 
launched  Merweb  brand  of 
hotels. This  is  a  new  hospitality  concept  for  the  Middle  East 
that  will  operate  on  a  dual  tier  through  Merweb  Hotels  and 
Merweb  Grand." 

QNH  has  already  signed  four  management  agreements 
in  Doha  for  Merweb  properties,  with  more  to  come  soon. 

Looking  and  planning  for  the  future  is  a  vital  role  in 
Sheikh  Nawaf  Bin  Jassim  s  job  description.  And  it  is  some- 
thing he  takes  to  heart. 

"In  the  short  years  that  I  have  been  Chairman  of  QNH, 
we  have  established  a  new  strategy  and  the  company  has 
become  a  leading  hospitality  owner  and  developer,"  he  says. 
"Our  financial  results  and  positive  reputation  that  we  have 
garnered  both  nationally  and  internationally  evidence  this. 
I  see  the  results  of  our  achievements  every  day  and  where 
we  are  going  to  be  very  soon.  And  seeing  our  vision  shine 
is  the  satisfaction  I  get."  ■ 


His  Excellency  Sheikh  Nawaf  Bin  Jassim  Bin  Jabor  Al-Thani  was  born  in  1972  and  is  married  with  three  children.  He  has 
a  Bachelor  of  Commerce  Degree  in  Business  Administration.  He  is  Chairman  of  Qatar  National  Hotels,  Deputy  Chairman 
of  Sheikh  Jassim  Bin  Jabor  Charitable  Foundation,  Deputy  Chairman  of  Dhofar  Tourism  Company  and  Board  Member  of 
Qatari  Diar. 

Qatar  National  Hotels  •  www.qnhc.com 
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Pristine  beaches  and  an  azure  blue  sea  define  The  Pearl-Qatar.  With  exceptional  marinas,  trendy 
and  fine  dining,  enchanting  residences  and  world-class  retail,  this  exotic  Island  spreads  over  four 
million  square  meters,  offering  the  world's  finest  lifestyle.  Welcome  to  a  place  of  dazzling 
entertainment ,  glitzy  fashion,  and  expansive  panoramic  views.  Welcome  to  the  most  glamorous 

address  in  the  Middle  East. 

•  100%  freehold       •  Full  residency  rights       •  Self-sufficient  Island 

For  more  details  call  ::  +974  44  63  444  ::  sales@thepearlqatar.com  ::  www.thepeariqatar.com 
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Qatar  Airways:  Flying  Higher, 
Going  Greener 

As  the  five-star  airline  continues  to  expand  and  add  new  routes,  it  is  also  looking  at  innovative  am 
creative  approaches  to  moving  the  airline  industry  forward  with  its  new  green  approach  to  air  trave 
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Akbar  Al  Baker  is  one  of  the 
most  patriotic  corporate  exec- 
utives you'll  ever  meet.  As 
Chief  Executive  Officer  of  Qatar 
Airways  since  1997,  he  has  single- 
handedly  reshaped  the  national  busi- 
ness into  one  of  the  world's  fastest- 
growing  airlines. 

Al  Baker  is  also  overseeing  devel- 
opment at  New  Doha  International 
Airport,  which  is  set  to  open  its  first 
phase  in  2009. The  $5.5  billion  project 
covers  5,500  acres  and  will  begin  han- 
dling 12  million  passengers  per  year. 
This  figure  will  eventually  rise  to  50 
million  per  year  when  the  airport  is 
complete  in  2015. 

With  81  destinations  around  the 
world  and  60  aircraft  in  operation, 
Qatar  Airways  is  in  the  mid- 
dle of  an  aggressive  expansion   

that  will  double  its  number  of 
planes  by  2012. 

The  airline  recently  went 
on  a  massive  shopping  spree, 
ordering  80  of  Airbus's  new 

generation  A350s  and  snapping  up  three  more  of  Airbus's 
A380  "Superjumbo"  jets.  Qatar  Airways  also  announced  it 
was  purchasing  60  Boeing  Dreamliners  and  32  Boeing 
B777s.  All  this  in  order  to  keep  up  with  what  will  be  a 
record-breaking  number  of  passengers  in  the  coming  years. 

"Every  single  day  more  and  more  passengers  are  flying 
with  Qatar  Airways  and  coming  to  Qatar,"  Al  Baker  says. 
"When  you  see  our  rate  of  growth,  where  we  fly  to  and  the 
new  aircraft  that  we  will  be  receiving  soon,  it  is  clear  that 
we  have  been  very  successful  and  accomplished  many 
things  for  Qatar." 

Qatar  Airways  is  committed  to  keeping  a  young  fleet, 
and  as  more  planes  are  added  to  the  airline's  inventory,  it 
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Akbar  Al  Baker, 
Chief  Executive  Officer, 
Qatar  Airways 


"Every  single  day  more  and 
more  passengers  are  flying  with 
Qatar  Airways  and  coming  to  Qatar." 


will  begin  putting  its  older  plant 
into  a  leasing  company  in  order  t 
maximize  their  usage. 

"We  will  always  have  a  young  fie 
—  not  more  than  three  years  old,"/ 
Baker  says.  "But  there  is  a  market  f( 
our  used  aircraft  and  we  will  leas 
these  aircraft  to  other  companies 
we  continue  to  get  our  new  plant 
delivered  to  us." 

As  the  five-star  airline  continut 
to  expand  and  add  new  routes,  it 
also  looking  at  innovative  and  ere 
ative  approaches  to  moving  the  air  ie 
line  industry  forward  with  its  nev 
green  approach  to  air  travel. 

Since  Qatar  is  home  to  the  world 
third-largest  natural  gas  reserves, 
makes  perfect  sense  to  explore  an 
develop    ways    to  use 

  national  resources  to  literall 

fuel  its  highly  successful  airi 
line.  Using  the  environment: 
energy  source  would  not  onl 
benefit  the  planet  but  als 
reduce  costs  for  a  sector  th; 
has  been  hit  hard  by  near-record-high  oil  prices. 

"This  is  one  of  the  most  important  initiatives  that  w 
have  embarked  on,  because  we  will  be  the  first  carrier  t 
fuel  our  jets  with  GTL  [gas-to-liquids],"  Al  Baker  says. 

Qatar  Airways  has  signed  an  agreement  with  Rolls 
Royce,  Airbus,  Shell  and  Qatargas  to  carry  out  research  o 
the  development  of  these  green  engines,  which  will  use 
mix  of  kerosene  and  GTL  and  in  turn  have  lower  carbo 


emissions. 

"This  technology  is  not  only  for  us,"Al  Baker  adds."W 
are  working  with  our  partners  to  develop  this  for  the  entifl 
industry.  It  will  be  a  'Made  in  Qatar'  solution  for  the  entir 
aviation  industry." 


Akbar  Al  Baker  has  been  a  successful  businessman  in  Doha  for  more  than  25  years.  He  holds  a  private  pilot  license  and  is 
CEO  of  seve  ns  of  Qatar's  national  airline:  Qatar  Airways  Holidays,  Qatar  Aviation  Services,  Qatar  Duty  Free 

Company,  Dc  national  Airport,  Qatar  Distribution  Company  and  Qatar  Aircraft  Catering  Company. 
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pon  entering  the  offices  of 
Qatari    Diar    Real  Estate 
Investment  Company  (Qatari 
''*r  pU  iar),  visitors  are  mesmerized  by  a  vast 
c:  >ray  of  sights.  Perhaps  it's  the  state-of- 
le-art  design  and  fittings  inside  the 
nnpany's  new  global  headquarters 
hat  grab  their  attention.  Or  maybe  it's 
e  seemingly  life-size  models  of  the 
;>mpany's  numerous  national  and 
iternational  developments. 

Or  perhaps,  more  than  anything 
se,  it's  the  feverish  pace  at  which 
nployees  are  working  that  visitors 
nd  the  most  captivating.  At  Qatari 
d  "iar,  a  palpable  level  of  energy  engulfs 
the  aii  ie  entire  building.  And  although  he 
its  ne  too  humble  to  take  credit,  Qatari 
el       iar's   CEO   Nasser  Al-Ansari  is 
Siding  this  international, 
nbitious,  young  and  glob- 
ly   minded   company  to 
;w  heights. 
In  December  2007,  he 
n  as  recognized  as  one  of  the 
/ironmenl  Kilf  Cooperation  Council's  (GCC)  top  CEOs  by  CEO 
on.  lagazine.  This  followed  earlier  recognition  in  April  2007 
hen  Qatari  Diar 


Nasser  Al-Ansari, 
Chief  Executive  Officer, 
Qatari  Diar  Real  Estate  Investment  Company 


"We  are  acquiring  huge,  prestigious  and 
high-profile  properties  around  the  world. ' 
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was  voted  the  eighth-most-admired 
jpmpany  in  the  GCC  by  Arabian  Business. 

"Many  people  forget  that  we  started  operations  only  two 
ears  ago,  and  if  you  factor  in  the  time  it  took  to  establish  our 
■ganizational  structure  and  bring  together  the  best  people  in 
e  industry  from  around  the  world,  it's  easy  to  see  that  we 
Roll  byve  achieved  and  accomplished  a  lot,"  says  Mr.  Al-Ansari. 
rent    Since  its  launch  in  December  2004,  Qatari  Diar  has 
itw  unched  a  series  of  successful  projects  and  made  many 
aM  cquisitions  around  the  world.  It  continues  to  grow  at  break- 
eck  speed,  with  over  300  employees  in  17  countries  and  18 
?r adds. xyects  under  way. 

irtheeno  Qatari  Diar  has  rapidly  become  known  for  its  signature 
lilding  projects,  w  hich  are  facilitating  vibrant  new  comniu- 
ties  on  an  unprecedented  scale.  The  company's  projects 


iwei 


■aod  is 


include  affordable  housing  develop- 
ments with  joint-venture  partner 
Barwa;  the  new  Doha  Convention 
Centre  and  Tower;  the  Ras  Al-Hadd 
ecotourism  resort  in  Oman;  and  the 
giant  Lusail  project  in  Qatar's  capital 
city  of  Doha. 

Qatari  Diar  arrived  on  the  real 
estate  scene  by  launching  the  multi- 
billion  dollar  Lusail  project,  a  35- 
square-kilometer  development  that 
will  be  home  to  some  200,000  resi- 
dents, offices  and  the  new  commercial 
hub  of  the  region. 

Qatari  Diar  is  fully  owned  by  the 
Qatar  Investment  Authority  and  was 
founded  to  support  Qatar's  rapidly 
expanding  economy.  It  provides  a  mas- 
ter plan,  structure  and  quality  control 
for  the  country's  real  estate 
development  priorities. 

Although  it  is  based  in 
Doha,  Qatari  Diar  has  been 
loud  and  clear  about  its 
international  intentions.  In 
addition  to  its  domestic  and  regional  projects,  it  has  develop- 
ments in  Morocco,  Egypt,  Sudan,  Seychelles  and  London's 
Chelsea  Barracks. 

In  2007,  Qatari  Diar  committed  over  $1  billion  and 
outbid  numerous  companies  and  governments  to  win 
Chelsea  Barracks,  a  more  than  five-hectare  former  military 
site  located  in  the  heart  of  London  and  one  of  the  last  sig- 
nificant areas  of  prime  real  estate  left  for  redevelopment  in 
the  city  center. 

"We  are  acquiring  huge,  prestigious  and  high-profile 
properties  around  the  world,"  says  Mr.  Al-Ansari.  "These  are 
major  accomplishments  for  both  Qatari  Diar  and  for  the 
State  of  Qatar." 

Despite  the  hard  work  required  for  executing  such  mega- 
deals,  Qatari  Diar  is  not  about  to  shy  away  from  more  in  the 
future.  Not  even  recent  concerns  about  a  credit  crunch  or  a 
melting  subprime  market  are  slowing  Qatari  Diar's  pace. 


I 


Nasser  Al-Ansari  graduated  from  the  University  of  Miami  with  a  degree  in  civil  engineering.  In  2000,  he  was  promoted 
and  appointed  Assistant  Undersecretary  for  Projects  Development.  Immediately  prior  to  his  appointment  as  CEO  and 
Board  Member  of  Qatari  Diar,  he  joined  the  office  of  the  First  Deputy  Prime  Minister  and  Minister  of  Foreign  Affairs 
as  Technical  Advisor. 


Qatari  Diar  Real  Estate  Investment  Company  •  www.qataridiar.com 
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Qatar i  Diar 


"Anyone  can  build  a  five-star  resort,  but  we  have  to  be  unique.  And  we  are  doing 
this  by  making  eco-friendly,  environmentally  sensitive  developments  with  the 
highest-quality  building  materials  and  engineering. " 
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"We  have  one  of  the  fastest-growing  economies  in  the 
world  and  have  not  been  affected  by  this  downturn,"  says 
Mr.  Al-Ansari.  "Frankly  speaking,  we  could  see  that  this  was 
going  to  happen,  and  we  did  not  get  ourselves  involved  in 
this  problem.  That  being  said,  we  are  building  hotel  resorts 
and  developments  in  the  high-end  market  so  we  were  not 
exposed  to  these  problems." 

Qatari  Diar  is  also  very  interested  in  expanding  into  the 
U.S.  market.  "We  are  hoping  to  go  to  the  United  States," 
says  Mr.  Al-Ansari.  "We  want  to  put  our  money  there 
because  we  see  it  as  a  strong  market.  I  see  us  going  to  places 
like  Miami,  New  York  or  Los  Angeles,  and  I  hope  we  will 
be  there  soon." 

The  only  thing  holding  Qatari  Diar  back  from  its 
entry  into  the  U.S.  market  is  the  right  project.  "We  want 
a  trophy  site,  something  that  will  put  Qatari  Diar  and  the 
State  of  Qatar  on  the  map  for  real  estate  investment,"  says 
Mr.  Al-Ansari. 

As  the  international  real  estate  market  braces  itself  for 
Qatari  Diar's  next  mega-property  development  or  acquisition, 
Mr.  Al-Ansari  is  quick  to  highlight  the  company's  nuanced 
business  strategy  developed  and  envisaged  by  Qatar's  Emir,  His 
Highness  Sheikh  Hamad  bin  Khalifa  Al-Tham. 

"What  we've  said  from  day  one  is  that  we  want  to  grow 
quickly,"  Mr.  Al-Ansari  adds.  "We  have  a  master  plan.  For 
some  it  is  fast,  for  some  it  is  slow,  but  we  have  goals  and  tar- 
gets and  we  are  doing  everything  we  can  to  ensure  and 
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achieve  this.  His  Highness  the  Emir  has  a  vision  that 
must  be  recognized  for  the  quality  and  excellence  in  01 
developments." 

More  importantly,  the  Emir  believes  Qatar  must  b  wtive 
recognized  for  the  positive  economic  and  environment 
footprint  that  its  international  developments  create.  "\K 
are  creating  jobs  for  each  local  economy  we  enter,"  says  M  lit!; 
Al-Ansari.  "And  we  must  also  transfer  the  expertise  an 
know-how  to  that  country  while  giving  Qataris  intern; 
tional  experience  and  exposure  in  the  marketplace." 

Qatari  Diar  wants  local  economies  to  benefit  from  tfj 
company's  developments. 

"Anyone  can  build  a  five-star  resort,  but  we  have  to  b 
unique,"  Mr.  Al-Ansari  explains.  "And  we  are  doing  this  b 
making  eco-friendly,  environmentally  sensitive  develop 
ments  with  the  highest-quality  building  materials  an  inly  see 
engineering." 

Developing  profitable,  world-class  projects  from  whic 
local  residents  can  benefit  is  quite  the  balancing  act,  Mr.  A 
Ansari  admits,  but  it  is  of  paramount  importance  for  th  i 
young  organization.  It's  difficult  not  to  be  amazed  by  Qata 
Diar's  achievements  in  this  short  time  period,  but  it  is  mo\ 
awe-inspiring  to  know  that  there  is  much  more  to  come. 

"In  10  to  15  years  from  now,  we  will  have  at  least  10,000  t 
15,000  people  working  with  us,"  says  Mr.  Al-Ansari.  "Qata 
Diar  will  be  one  of  the  largest  real  estate  holding  companii 
and  we  will  be  worldwide.  This  is  only  the  beginning."  I 
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Qatan  Diar  Real  Estate  Investment  Company  •  www.qataridiar.com 
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atar  Financial  Centre:  Full  Steam  Ahead 

)atar's  financial  market  has  changed  dramatically  in  recent  years.  But  there's  much  more  to  come. 
[The  small  Gulf  Arab  state  is  in  the  process  of  streamlining  its  regulatory  regimes.  A  single  unified 
ilnancial  regulatory  body  will  be  created  which  will  eventually  oversee  all  of  the  financial  sector. 
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Stuart  Pearce  and  Phillip 
Thorpe,  the  invitation  to  team 
up  with  the  Qatari  government 

0  develop  and  enhance  the  country's 
nancial  services  sector  seemed  too 
;ood  of  an  opportunity  to  miss.  They 
ghtly  saw  the  Qatar  Financial  Centre 

FC)  as  a  crucial  pillar  in  the  build- 
g  of  the  nation.  And  so  the  QFC 
as  born  in  May  2005. 

Pearce,  Chief  Executive  Officer 
f  the  QFC  Authority,  and  Thorpe, 
Chairman  and  Chief  Executive 
Officer  of  the  QFC  Regulatory 
authority,  have  led  the  way  for 
'emendous  developments  since  the 
iception  of  the  QFC. 

What  began  as  the  Qatar  Emir's 
ision  three  or  more  years  ago  has 
uickly  turned  into  another 
it  must  t  ositive  addition  to  the  sue- 
ironment  ess  story  that  is  Qatar.  Today, 
i  le  QFC  is  close  to  signing  its 
:."v\>\  !0th  firm  to  the  long  list  of 
iy:k  ji  eading  financial  institutions  it 
upports. 

Over  60%  of  these  firms  are  regulated  financial  firms, 
it  rroin  li  bch  as  leading  international  investment  banks  Credit  Suisse, 

1  organ  Stanley,  Barclays  and  Citigroup,  while  the  remain- 
luvoioi  lg  40%  consists  of  accounting  firms  and  other  unregulated 

;  ompanies  that  provide  services  to  the  financial  sector, 
e  develffl    "More  and  more  companies  from  around  the  world  not 
iteriak  a  |nly  see  us  as  a  platform  from  which  to  do  business  and 

lake  money  in  Qatar,  but  they  also  use  the  QFC  platform 
rom  will  b  operate  within  the  region,"  says  Pearce. 
act, Mr- ^  One  of  the  many  reasons  the  QFC  has  been  so  success- 
ice  for  d  il  in  such  a  short  period  of  time  has  to  do  with  the  sus- 
( [  [inability  of  Qatar's  economy.  While  blessed  with  massive 
it  it  is  ma  nergy  reserves,  the  country  has  shown  that  it  is  also  willing 

nd  able  to  diversify  its  economy  and  develop  non-energy 

Ktie.il 


Stuart  Pearce, 
Chief  Executive  Officer, 
Qatar  Financial  Centre 


"More  and  more  companies  from 
around  the  world  . . .  also  use  the  QFC 
platform  to  operate  within  the  region. " 


entities,  such  as  its  financial  market. 

The  QFC  has  more  licensed  firms 
rated  A  and  above  than  any  of  its 
regional  counterparts,  Pearce  says.  This 
is  a  reflection  on  the  QFC  Regulatory 
Authority's  implementation  of  a  strong 
regulatory  authority  backed  by  a  legal 
structure  based  on  English  common 
law.  These  high  ratings  have  grabbed 
the  attention  of  leading  global  financial 
institutions  that  have  been  looking  to 
the  Gulf  Arab  region  for  expansion 
opportunities. 

"We've  seen  a  very  strong  commit- 
ment from  the  Qatari  government  to 
high  standards,  and  that  has  helped 
upgrade  the  country's  competitiveness 
and  made  it  a  center  of  excellence  for 
the  way  business  is  done,"  says  Thorpe. 
The  government's  position  has 
resulted  in  positive  responses 
from  the  financial  community 
and  made  the  QFC  a  highly 
respected  organization. 

Qatar's  financial  market  has 
changed  dramatically  in  recent 
years.  But  there's  much  more  to  come.  The  small  Gulf  Arab 
state  is  in  the  process  of  streamlining  its  regulatory  regimes. 
In  a  few  months,  a  single  unified  financial  regulatory  body 
will  be  created  which  will  eventually  oversee  all  of  the  finan- 
cial sector,  including  the  stock  market,  in  Qatar.  This  will  be 
a  first  in  the  Middle  East. 

The  size,  scope  and  importance  of  this  task  cannot  be 
underestimated,  but  the  outcome  is  well  worth  the  hard 
work.  As  the  QFC  attracts  more  and  more  firms,  both 
international  and  domestic,  it  continues  to  strengthen  its 
position  as  a  business  hub. 

The  QFC's  speed  of  development  may  seem  breakneck, 
but  as  Pearce  and  Thorpe  agree,  the  chance  to  contribute  to 
the  building  of  a  nation  comes  only  once  in  a  lifetime.  ■ 


Prior  to  his  current  appointment,  Stuart  Pearce  had  a  long  and  successful  career  with  HSBC  in  the  Middle  East,  North  America, 
Asia  and  Europe.  In  1992  he  was  appointed  CEO  of  HSBC  Private  Banking  Europe  and  Middle  East,  directly  overseeing 
HSBC's  Private  Banking  operations  in  Switzerland  and  London.  Before  leaving  HSBC  in  2005,  he  also  served  as  Chief 
Sfci  Executive  at  HSBC  Japan,  HSBC's  Head  of  Corporate  Banking  in  the  UK  and  CEO  of  HSBC  Investment  Management. 
■ 

Qatar  Financial  Center  •  www.qfc.com.qa 
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If  You  Build  It,  They  Will  Come: 
Qatar's  Tourism  Sector  Is  Set  to  Boom 

From  major  sporting  events  and  cultural  attractions  to  a  plethora  of  top-brand  luxury  hotels,  and  q 
course  the  year-round  sunny  weather,  Qatar  has  many  selling  points  for  the  discerning  traveler. 


Ahmed  Abdullah  Al  Nuaimi, 
Chairman  of  the  Qatar 
Tourism  and  Exhibitions 
Authority  (QTEA),  offers  a  modest 
smile  when  asked  if  he  ever  envis- 
aged being  appointed  to  the  helm  of 
the  country's  official  tourism  and 
conference  promoter. 

But,  with  over  20  years  of  interna- 
tional experience  in  the  hospitality 
and  exhibitions  industry,  Al  Nuaimi 
is  certainly  qualified. 

Despite  international  recognition 
for  its  booming  economy  and  massive 
energy  reserves,  the  State  of  Qatar 
is  still  in  the  primary  stages 
of  development  as  a  tourism 
and  exhibition  center. 

The  large  number  of  new 
hotels  that  have  been  pop- 
ping up  all  over  Qatar's  cap- 
ital city  of  Doha,  the  coun- 


"We  are  creating  our  own  identity 
and  our  own  market.  This  is  very 
important  for  us  because  we  have  a  theme 
and  culture  that  we  are  preserving. " 


try's  successful  hosting  of  the 

\5t^ri  Asian  Games  and  its  current  bid  to  host  the  2016 
Olympic  and  Paralympic  Games  all  demonstrate  the  fact 
that  the  Qatari  government  is  committed  to  building  its 
tourism  industry. 

"These  are  definitely  very  exciting  times  for  us,"  says  Al 
Nuaimi,  who  was  appointed  chairman  of  the  newly  merged 
QTEA  in  August  2007.  "We  are  working  on  developing 
our  procedures  and  planning  our  strategy  to  increase  Qatar's 
tourism  and  conference  figures." 

In  order  to  accommodate  an  ever-increasing  number  of 
people  coming  into  the  country,  Qatar  has  had  to  rapidly 
upgrade  its  infrastructure  and  facilities.  "We  are  creating  our 
own  identity  and  our  own  market,"  Al  Nuaimi  says.  "This  is 
very  important  for  us  because  we  have  a  theme  and  culture 
that  we  are  preserving." 

The  percentage  of  Qatar's  leisure  travel  segment  is  cur- 


rently in  the  single  digits,  but  A 
Nuaimi  says  the  QTEA  is  workini 
closely  with  Qatar  Airways  and  th 
hotels  to  create  an  array  of  hohda' 
packages.  The  challenge  for  th 
QTEA  has  been  the  lack  of  hote 
rooms  available,  but  when  nearh 
20,000  rooms  come  online  b' 
2012,  Qatar  will  be  well  positione< 
to  accommodate  a  greater  numbe 
of  travelers. 

"We  have  more  luxury  hotel 
being  built,  and  this  will  help  us  as  w> 
continue  to  be  selective  and  try  t< 
attract  the  mid-  to  upmarket  trave 
ers,"  Al  Nuaimi  says.  "It  is 
huge  challenge  for  us  ov< 
the  next  few  years,  but  v\ 
are  also  looking  at  festivals  a 
a  tool  to  increase  tourism." 

In  addition  to  promoting 
Qatar  as  a  cultural  destina 
tion  in  the  sun,  the  QTE/ 
also  plans  to  increase  the  country's  conference  and  exhibi 
tion  business. 

"The  conference  and  exhibition  market  is  a  very  big  mar 
ket  for  us  and  we  are  actively  pursuing  this,"  Al  Nuaimi  say; 
"We  recently  opened  our  new  high-tech,  multipurpose  exhi 
bition  center,  which  has  15,000  square  meters  of  meetin: 
space,  and  we  will  have  another  exhibition  center  ready  b 
2010  that  has  over  45,000  square  meters  of  space  available." 

From  major  sporting  events  and  cultural  attractions  to 
plethora  of  top-brand  luxury  hotels  —  and  of  course  th 
year-round  sunny  weather  —  Qatar  has  many  selling  point 
for  the  discerning  traveler. 

And  with  the  commitment  from  the  Qatari  governmen 
to  develop  a  sustainable  tourism  market,  Al  Nuaimi  and  hi 
team  at  QTEA  look  forward  to  taking  Qatar's  tourisn 
sector  to  new  heights. 


Ahmed  Abdullah  Al  Nuaimi  has  been  the  Chairman  of  Qatar  Tourism  and  Exhibitions  Authority  (QTEA)  since  August  2007.  He  was  General 
Manager  of  the  Qatar  International  Exhibitions  Center  for  the  previous  two  years.  Prior  to  that,  he  held  positions  at  the  Sheraton  Hotel  in 
Vermont,  the  Sheraton  Gulf  Hotel  in  Doha,  the  Sealine  Resort  in  Qatar  and  the  Marriott  Hotel  in  Doha  as  Deputy  General  Manager  for  six 
years.  Al  Nuaimi  has  a  Bachelor  of  Arts  and  a  Baccalaureate  in  Hotel  Management  from  Johnson  State  College  in  Vermont. 
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Qatar  Tourism  and  Exhibitions  Authority  •  www.qatartourism.com 
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e  art  and  science  of  balance, 
itari  Diar  -  Creating  communities  for  earth. 
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real  estate  investment  and  development  company,  we  are 
jsted  with  realising  Qatar's  vision  for  a  beautifully  built 
onment,  new  sustainable  communities  and  developments 
■  catch  the  imagination  of  a  world  audience. 


ed  by  the  Qatar  Investment  Authority,  and  founded  to 
ort  Qatar's  rapidly  expanding  economy,  one  of  our  key 
ctives  is  to  put  Qatar  on  the  map.  We  do  this  by 
iding  structure  and  best  practice  for  the  country's  real 
e  development  priorities  as  well  as  reflecting  the 


vv.qataridiar.com 


nation's  capabilities,  pride  and  success  through  innovation 
and  quality  around  the  world. 

Come  and  vist  us  at  our  stand  LR2.03  at: 
Platinum  Sponsors: 
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First  Qatar:  Destined  to  Lead  Qatar's 
Real  Estate  Market 


First  Qatar  splashed  onto 
Qatar's  booming  real  estate 
scene  with  gusto,  snapping 
up  four  tower  plots  at  The  Pearl- 
Qatar  island  development  with  a 
total  initial  investment  of  over 
US$300  million.  And  according  to 
First  Qatar  Chairman  and  Chief 
Executive  Officer  Fahad  Al-Ghunaim, 
there  are  big  plans  ahead. 

"Our  ambition  is  to  go  from  a 
developer  to  a  master  developer,"  he 
says.  "We  want  to  go  to  the  next  step, 
the  next  natural  step  for  all  developers, 
which  is  to  complete  our  umbrella  of 
services  and  products  and  package 
them  in  a  concept  by  creating  a  num- 
ber of  sub-holding  companies  and 
transform  First  Qatar  into  a  holding 
company." 

First  Qatar's  three-to-five-   

year  plan  to  become  a 
master  developer  is  the 
firm's  main  goal  and  reflects 
the   growing  strength  and 

potential  of  Qatar  and  the  Gulf  Cooperation  Council's 
(GCC)  real  estate  market.  Over  the  past  few  years  the 
Qatari  market  has  witnessed  an  unprecedented  boom  in 
its  real  estate  sector.  Fueled  by  a  soaring  economy  and  an 
expatriate  workforce,  housing  prices  have  gone  through 
the  roof. 

In  addition,  changes  in  Qatar's  home-owning  laws  have 
allowed  foreign  investors  to  enter  the  market,  enabling  the 
real  estate  industry  to  mature  and  attract  development  com- 
panies to  this  Gulf  Arab  state. 

"We  believe  our  involvement  in  The  Pearl-Qatar,  and  in 
Qatar  as  a  whole,  is  an  excellent  opportunity  for  us,"  Al- 
Ghunaim  says.  "The  change  in  laws  allowing  for  freehold 
investment  has  attracted  investors  and  homeowners  from  all 
over  the  world. 

"The  economic  growth,  population  growth,  financial 
facilities  and  political  stability  are  all  factors  that  show  the 


Fahad  Al-Ghunaim, 
Chairman  and  Chief  Executive  Officer, 
First  Qatar  Real  Estate  Development  Co. 


"Our  ambition  is  to  go  from  a 
developer  to  a  master  developer. ' 


return  on  investment  will  be  stron 
and  therefore  achieve  our  ultimat 
goal  of  maximizing  our  stakeholder: 
wealth.  We  also  believe  that  Qatar 
a  sustainable  market  with  consisted 
growth.  The  trend  is  very  positiv 
and  we  see  Qatar  going  far  in  th 
years  ahead." 

First  Qatar  has  already  seen  il 
property  investments  appreciate  i: 
value  by  80%  over  the  past  thre 
years.  The  firm  is  developing  on 
tower  plot  in  the  Porto  Arabia  dis 
trict  of  The  Pearl-Qatar,  two  tower 
in  the  Viva  Bahriya  district  and 
tower  in  the  Abraj  Quartier  distric 
of  the  island. 

More  competition  and  developer 
are  expected  to  enter  the  market  ii 
the  coming  years  —  a  wel 

  come  boost  to  the  industn 

Al-Ghunaim  says. 

"As  the  industry  evolve; 
the  customer  will  becom 
smarter  in  selecting  his  prod 
uct.  As  we  begin  meeting  the  supply  needs  of  the  countn 
I  think  we  will  see  investors  becoming  more  selective,  and  i 
will  be  the  innovative  developers  and  master  developers  wh 
provide  a  whole  range  of  services  that  will  survive." 

Increased  competition  is  a  challenge  that  First  Qata 
looks  forward  to  facing.  "Our  success  will  be  based  ol 
the  quality  of  our  products  and  by  also  providing  extn 
services  and  better  value-added  facilities,"  Al-Ghunain 
says.  "We  keep  striving  to  do  innovative  things  and  ou| 
property/facility  management  is  an  integral  element  il 
our  business  strategy." 

But  brand  trust  is  First  Qatar's  main  concern.  "We  wan 
to  build  trust  with  homeowners  and  investors,"  says  Alj 
Ghunaim.  "This  is  more  important  to  us  than  immediat 
profits  because  once  we  build  the  trust  in  our  brand,  prod 
ucts  and  services,  we  will  begin  to  reap  the  benefits  of 
strategically  branded  master  developer."  I 


Fahad  Al-Ghunaim  has  over  two  decaaes  of  outstanding  experience  in  real  estate,  project  implementation  and  management. 
In  addition  to  being  Chairman  and  CEO  of  First  Qatar,  he  is  Vice  Chairman  of  ABB  Technologies  in  Kuwait,  Chairman  of 
Fahad  Al-Ghunaim  &  Partners  Co.  and  General  Manager  of  Khalid  Saleh  Al-Ghunaim  &  Sons  Company.  He  was  earlier 
associated  with  Kuwait  Air  Force  and  Kuwait  Institute  of  Scientific  Research. 

First  Qatar  •  www.first-qatar.com 


SCHERING-PLOUGH 
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V    "^red  Hassan  has  a  history  of 

m  J    recognizing  potentially  big 
m    '    sellers  everybody  else  missed. 
JL.        The  antibiotic  Zyvox  and  the 
urinary-incontinence  drug  Detrol,  both 
almost  mothballed  before  he  took  over 
Pharmacia,  are  now  bestsellers. 

The  latest  medicine  to  catch  his  fancy 
is  sugammadex.  Anesthesiologists  para- 
lyze patients  undergoing  sensitive  surger- 
ies on  the  spine,  brain  or  heart  by 
bathing  cellular  receptors  with  strong 
muscle  relaxants.  Reversing  the  paralysis 
requires  a  second  drug  to  block  those 
same  receptors.  Sugammadex  absorbs 
the  muscle  relaxant  in  the  blood  instead, 
reviving  patients  faster  and  getting  them 
off  ventilators  sooner.  "Most  drugs  are 
really  just  refinements,"  says  James  Cald- 
well, a  DC,  San  Francisco  anesthesiologist 
who  ran  trials  for  Organon.  "This  is  com- 
pletely new." 

Organon  chemist  Anton  Bom  had  the 
radical  idea  of  making  a  drug  that  tar- 


gets another  drug,  rather  than  targeting 
a  protein,  as  just  about  every  other  drug 
on  the  market  does.  The  sugammadex 
molecule  resembles  a  hungry  octopus, 
with  eight  chemical  arms  that  can  grab 
the  muscle  relaxant  already  sold  by 
Organon  and  put  it  into  a  mawlike  hole. 
Because  it  is  made  of  sugars, 
it  should  not  cause  side 
effects  by  tripping  receptors 
unexpectedly. 

The  leading  anesthesia 
journal  already  devoted 
an  entire  issue  to  the  drug. 
Schering  will  likely  claim  that, 
though  it  will  be  expensive,  it 
will  cut  down  on  time  spent  in 
recovery  rooms  and  save  hos- 
pitals cash  Mark  Schlesinger,  chairman  of 
anesthesiology  at  Hackensack  Medical 
Center,  doubts  it  will  save  hospitals  that 
much,  but  he  expects  to  use  the  drug  any- 
way because  it  appears  to  be  safer  and 
more  effective  than  alternatives.  —MM. 


Continued  from  page  90 
be  right  for  some  patients.  But  no  drug 
executive  has  gone  toe-to-toe  with  Nissen 
and  won.  "I  think  this  delay  has  done 
more  bad  things  for  Schering-Plough 
than  they  ever  imagined,"  says  Howard 
Weintraub,  head  of  preventive  cardiology 
at  NYU  Medical  Center. 

When  Fred  Hassan  arrived  at  Scher- 
ing-Plough in  2003,  the  reasons  to  buy  the 
stock  boiled  down  to  Zetia  and  him.  The 
son  of  a  woman's  rights  activist  and  Pak- 
istan's first  ambassador  to  India,  he  had 
grandly  turned  around  divisions  at  Sandoz 
and  Wyeth  and  the  whole  of  Pharmacia. 

Schering  needed  a  savior.  Shortly 
before  he  arrived,  the  company  lost  a 
third  of  its  sales  with  the  patent  expiration 
of  the  $3  billion  allergy  pill  Claritin.  There 
was  nothing  to  replace  it.  Schering's  man- 
ufacturing was  so  shoddy  that  it  couldn't 
be  sure  it  hadn't  shipped  asthma  inhalers 
that  were  empty.  Such  problems  led  to  a 
$500  million  fine  from  the  FDA.  Richard 


Jay  Kogan,  the  previous  chief  executive, 
was  ousted  because  he  told  mutual  fund 
bigwigs  earnings  would  be  "terrible" 
without  offering  the  same  outlook  to 
small  investors.  Schering  also  got  caught 
boosting  sales  of  hepatitis  drug  Peg- 
Intron  with  dodgy  marketing  schemes.  It 
eventually  settled  with  state  attorneys 
general  for  $435  million. 

Hassan  knew  Schering  was  looking  at 
losses  for  at  least  the  next  12  months,  so 
he  froze  hiring,  cut  the  dividend  by  65% 
and  eliminated  executive  bonuses.  Within 
a  year,  almost  all  of  Schering's  top  brass 
had  been  replaced  with  Hassan's  own 
managers,  including  many  he'd  worked 
with  at  Pharmacia.  Hassan  created  a  new 
position,  chief  compliance  officer,  to  end 
unethical  or  illegal  practices  and  asked 
Brent  Saunders,  then  at  Pricewaterhouse- 
Coopers,  to  take  the  job,  reporting 
directly  to  him.  Saunders  initially  said  no. 

"Schering-Plough  was  a  very  troubled 
company.  I  knew  that,  because  I  was 


doing  a  lot  of  work  for  them,"  Saunders 
says.  Despite  the  hiring  freeze,  Saunders 
was  allowed  to  hire  a  100-person  compli- 
ance squad.  Hassan,  unlike  many  other 
chief  executives,  had  the  guts  to  person- 
ally handle  negotiations  with  the  Depart- 
ment of  Justice 's  Office  of  the  Inspector 
General  over  manufacturing  slip-ups. 

Schering  had  little  in  the  pipeline,  but 
Hassan  felt  it  was  also  marketing  the 
wrong  drugs.  Nasonex,  a  nose  spray,  was 
better  than  its  Claritin  knockoff,  Clarinex. 
With  the  right  ads,  featuring  a 
stuffy-nosed  bee,  sales  went  from 
$500  million  in  2003  to  an  esti- 
mated $1  billion  in  2007. 

Zetia,  an  accidental  discovery 
by  scientists  looking  for  a  differ- 
ent type  of  drug,  was  going  to  be 
the  gold  mine.  It  was  approved  in 
2002,  before  Hassan  arrived,  and 
Schering's  bosses  didn't  think  it 
would  sell  well  by  itself.  But  when  Zetia 
was  combined  with  a  statin  like  Lipitor 
or  Zocor,  it  lowered  bad  cholesterol,  or 
low-density  lipoprotein  (LDL),  more  than 
anything  else  out  there.  Schering  bar- 
gained away  half  the  rights  to  Merck 
in  order  to  create  the  Vytorin  combo, 
approved  in  2004. 

Both  Zetia  and  Vytorin  prospered 
because  doctors  believed  that  in  combat- 
ing heart  disease,  lowering  LDL  was  the 
next  best  thing  to  youth.  "We've  been  run- 
ning under  this  impression  that  LDL  is 
God,"  says  cardiologist  Allen  J.  Taylor  of 
Walter  Reed  Army  Medical  Center.  In  the 
wake  of  the  failed  artery  imaging  trial, 
says  Taylor,  "now  we're  not  so  sure." 

That  means  more  doctors  may  choose 
instead  to  push  patients  to  take  higher 
doses  of  better  proven  drugs  like  Lipitor 
and  AstraZeneca's  Crestor.  If  Zetia/Vytorin 
sales  flatten  or  shrink,  Schering  will  have  to 
make  up  the  difference  with  products  like 
the  new  anesthesia  drug  Hassan  bought 
with  his  $15  billion  purchase  of  Organon 
and  an  experimental  blood  thinner  that 
might  prevent  heart  attacks.  "This  is  not 
like  the  old  situation  where  we  were  run- 
ning on  one  large  Claritin  product,"  says 
Hassan. 

But  the  main  job  now  is  restoring 
faith.  That's  harder  than  inventing  a 
blockbuster.  F 
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"Compulsively  readable..  .Studded  with  tables. 

charts  and  sidebars,  All  the  Money  in  the  World  is  full  of 
rags-to-riches  stories  and  colorful  anecdotes"  —New  York  Times 
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Get  the 
lowdown 
on  today's 
Big  Rich 
in  this  vastl 
entertaining, 
insider's  look 
at  25  years 
of  the 
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TT'rom  Wall  Street  to  the  West  Coast,  from  blue-collar  billionaires  to 
blue-blood  fortunes,  from  the  Google  giiys  to  hedge  fund  honchos, 
All  the  Money  in  the  World  gives  us  the  goods  on,  among  other  things: 

the  all-time  richest  Americans  •  the  trophy  wives 

•  who  made  and  lost  the  most  money  » the  most  conspicuous  consumers 

•  the  biggest  risk  takers  *  the  biggest  art  collectors 

•  the  most  wasteful  family  feuds  » the  most  and  least  generous  givers 

A  book  that  shows  how  the  super-rich  succeed,  how  fortunes  are  made, 
saved,  enhanced,  and  sometimes  squandered.  A  vivid  and  revealing 
portrait  of  the  wealthiest  Americans  of  the  past  quarter  century, 
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QatarExpo 

Event  Management 


ollowing  the  tremendous  success  of  the  inaugural 
event,  which  took  place  in  Doha  this  past  February, 

'      WP    Will  'J 


we  will  again  bring  together  regional  government  leaders, 
global  heads  of  companies  and  Forbes  editors  for  two  days  of 
discussion  and  debate  concerning  the  short  and  long-term  oppor- 
tunities within  this  dynamic  region. 


The  Middle  East  is  at  a  critical  juncture.  Wealth  in  the  region  is  being  gen- 
erated at  a  dizzying  pace  thanks  to  high  oil  prices  and  increased  trade.  GDP 
growth  reached  6.3%  for  the  region  in  2006  —  up  from  an  average  of  3.6% 
a  year  during  the  1990s.  Yet  in  order  to  sustain  this  level  of  growth,  econom- 
ic diversification  is  crucial.  Who  will  create  the  100  million  jobs  the  Middle 
East  needs  by  2020?  And  what  are  the  industries  of  the  future?  These  are  the 
crucial  questions  we  will  explore  together  at  the  Forum. 


TO  REGISTER  and  for  complete  agenda  and  speaker  details  about 
Diversifying  for  Growth  in  a  Global  Market,  please  visit  the  Forum 
website  at  www.ceomiddleeast.com. 

For  sponsorship  opportunities,  please  contact  your  Forbes  representa- 
tive or  Stark  Townend  at  212-367-2514  or  stownend@forbes.com. 
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a  breakfast  of  coffee,  milk,  bread  and  some- 
times porridge.  Many  huts  have  toilets  that 
use  glacial  melt.  Only  one,  Prafleuri,  has  a 
shower.  Drinking  water,  which  must  be 
helicoptered  in,  costs  $12  a  liter. 

The  best  time  to  go  is  April,  since  by 
then  the  worst  winter  storms  have  petered 
out  and  an  accumulation  of  snow  fills  cre- 
vasses. Youd  be  wise  to  book  in  February, 
however,  since  competition  for  the  best 
guides  is  keen.  Having  a  qualified  guide  is 
essential  not  just  to  your  safety  but  to  your 
comfort,  as  its  the  guides,  typically,  who 
make  reservations  for  the  huts;  they  can 
snag  a  spot  when  a  mere  novice  might 
not.  (For  advice  on  guides,  see  box.) 

When  we  attempted  the  Route  last 
April,  we  did  it  with  two  friends — Riley 
Scott,  30,  a  business  school  student  in 
Paris,  and  Thomas  Pennington,  31,  a  Port- 
land, Ore.  civil  engineer.  With  our  guide, 
Frenchman  Denis  Gonzalez,  we  set  out  in 
the  morning  from  Les  Grands  Montets,  a 
Chamonix  resort  whose  highest  point  is 
10,761  feet.  After  a  farewell  gulp  of  espresso, 
we  glided  off  on  beefy  German-made  Volkl 
M  Rock  skis  fitted  with  Swiss  Diamir 
Fritschi  alpine  touring  bindings,  down  a 
steep  pitch,  to  the  Argentiere  Glacier  2,300 
feet  below.  There  our  real  toil  began. 

In  our  packs  we  each  carried  about  30 
pounds  of  gear — water,  clothing,  shovels, 
snow  probes,  crampons,  ice  axes  and 
climbing  rope.  The  extra  mass  made  turns 
difficult,  but  after  a  few  unsteady  arcs  we 
learned.  We  wore  climbing  harnesses  at  all 
times,  owing  to  the  danger  posed  by  cre- 
vasses, which  can  be  hundreds  of  feet 
deep.  They  are  covered  by  fragile  snow- 
bridges.  If  a  bridge  collapses,  the  skier 
falls,  sometimes  onto  a  lower  bridge.  A 
fallen  skier  must  keep  perfectly  still  and 
wait  to  be  fished  out  by  his  harness. 
(That's  the  best-case  scenario.) 

The  40-degree  (Fahrenheit)  air  made 
the  snow  wet  by  10  a.m.  We  shed  our  jack- 
ets and  fit  our  skis  with  climbing  skins, 
whose  tacky  bottoms  would  allow  us  to 
ascend  the  Chardonnet  Glacier.  Higher  up, 
on  a  slope  protected  by  shadow,  the  snow 
was  bulletproof  hard.  To  get  better  traction 
we  fitted  our  bindings  with  crampons, 
jagged  metal  teeth  that  give  skis  better  grip. 
Their  pinging  as  we  stomped  in  unison 
accompanied  the  rest  of  our  ascent. 


Careful:  Beneath  the  seat  of  the  latrine  at 
the  Vignettes  Hut  is  a  sheer  2,000-foot  drop. 

Four  hours  and  2,400  vertical  feet  later 
we  reached  a  pass  and  sat  down  for  sand- 
wiches and  a  brilliant  view.  We  felt  good. 
Better  yet,  we  could  now  ski  downhill — or 
so  we  thought.  But  the  route  below 
revealed  itself  to  be  a  70-degree  snow- 
caked  rock  face.  So  we  rappelled  down, 
skis  strapped  to  our  packs.  One  problem: 
The  drop  was  300  feet;  our  rope  was  200. 

Riley  went  first.  When  he  reached  the 
end  of  the  rope  he  began  bashing  a  boot 
into  the  hard  snow  to  dig  out  first  one 
foothold,  then  another.  He  kept  on,  and 
the  rest  of  us  followed.  After  20  minutes 
we  at  last  found  skiable  snow  and  took  off 
on  more  descents  and  ascents,  the  last  of 
which  took  us  to  our  first  days  hut.  Never 
were  four  men  happier  to  see  masonry. 

Safe  and  warm  inside  the  French  Tri- 


GOTTA  GET  A  GUIDE 

Haute  Route  guides  can  be  found  on  the 
Internet  or  by  word  of  mouth.  Look  for  one 
with  extensive  experience.  Your  guide 
should  be  certified  by  the  International 
Federation  of  Mountain  Guides  Associa- 
tions (the  French  abbreviation  is  UIAGM).  If 
your  mountaineering  and  ski-touring  skills 
aren't  up  to  par,  the  Haute  Route  isn't 
the  place  for  you  to  start.  You  can  gain 
proficiency  at  Jackson  Hole  in  Wyoming, 
renowned  for  its  alpine  touring  classes,  ■ 
including  an  excellent  three-day  back- 
country  camp  for  $675  (exclusive  of 
lodging)  with  avalanche  safety  lessons 
led  by  head  guide  Eric  Henderson.  For 
information  visit  www.jacksonhole.com. 


ent  Hut  we  sat  silently  sipping  beer  as  the 
sun  set,  too  exhausted  to  talk.  After  din- 
ner— a  lukewarm  attempt  at  spaghetti — 
we  retired  at  7  to  our  bunks  amidst 
cacophonous  snoring. 

Next  morning,  after  breakfast,  we  set 
off  at  6  a.m.  to  avoid  avalanche  danger 
(worse  in  the  sunny  afternoons).  With  our 
skis  on  our  backs  and  crampons  on  our 
boots,  we  reached  the  next  pass,  Col  des 
Ecandies,  at  7:30  and  were  rewarded  with 
a  4,300-foot  ski  down  into  the  Swiss  town 
of  Champex. 

At  the  Prafleuri  Hut  we  were  exposed 
to  our  first  rosti,  a  Swiss  dish.  It's  a  giant 
pile  of  skillet-cooked  potatoes  flavored  (in 
this  case)  with  ham  and  cheese.  It's  tastier 
than  it  might  sound,  especially  if  you're 
hungry.  Our  French  guide  repeatedly 
raised  his  beer  to  the  sky  and,  in  exuber- 
ant mock-German,  shouted  "Rosshhhti!" 
Food  at  the  Swiss  huts,  to  our  surprise,  was 
better  than  at  the  French. 

So  it  went  for  the  remainder  of  our 
trip — up  one  ridge  and  down  the  next, 
with  a  few  more  rostis  and  the  occasional 
near-death  experience.  On  a  steep  slope 
above  Lac  des  Dix  in  Switzerland  Riley 
slipped,  fell  and  began  sliding.  He  dug  his 
pole  grips  into  the  slope  to  arrest  his  fall. 
Eventually  he  stopped.  His  sunglasses, 
however,  kept  going.  They  banged  and 
slid  500  feet  down  the  ice.  We  watched  as 
they  disappeared.  "Damn,"  said  Riley.  "I 
borrowed  those  from  my  wife." 

The  stunning  Vignettes  Hut,  a  day's 
travel  east  of  Prafleuri,  has  a  latrine 
deserving  special  mention.  It  is  anchored 
by  chains  to  a  cliff.  From  the  hole  in  the 
floor,  it's  a  pulverizing  2,000-foot  drop  to 
the  rocks  below.  At  Italy's  Nacamuli  Hut, 
we  had  to  deal  with  another  cliff-hanging 
toilet,  this  one  more  daunting  because  the 
Italians  use  much  smaller  chains. 

On  our  last  day  we  zigzagged  down  the 
Stockji  Glacier,  around  rocks  and  crevasses, 
to  the'  Zmutt  Glacier,  which  yielded  soft 
corn  snow  and  craggy  blue  seracs  (ice 
pinnacles).  Our  path  led  us  around  the 
Matterhorn,  giving  us  an  ever-changing 
perspective  of  this  giant.  Down  and  down 
we  skied,  toward  Zermatt,  until  we  were 
inside  the  boundaries  of  the  Swiss  ski  area. 
In  town  we  ducked  into  a  small  cafe. 
Ordering  was  academic:  "Rosti!"  F 
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The  overnight  shipping  king,  FedEx,  is  obsessive  about 
time.  Longtime  slogan:  "When  it  absolutely,  positively 
has  to  be  there  overnight."  More  recent:  "The  world  on 
time."  Now  is  a  good  time  to  buy  the  shares. 

True,  FedEx  and  economic  downturns  don't  mix.  That's 
what  the  market  has  concluded  by  pushing  down  the  stock 
25%  over  the  past  12  months.  This  baleful  view  makes  some 
sense.  Fewer  shipments  and  lower  revenue  may  be  ahead. 
Already,  higher  fuel  costs — up  20%  from  a  year  ago — have 


Absolutely, 
Positively 

helped  to  trim  earnings  for  the  six  months  ended 
Nov.  30  by  6%  to  $479  million. 

Still,  you  can  make  a  good  case  that  this  dire 
outlook  for  FEDEX  (83,  FDX)  has  been  baked  into 
the  price,  so  you  can  pick  up  the  stock  for  cheap. 
At  13  times  trailing  earnings  FedEx  is  more  afford- 
able than  its  closest  competitor,  United 
Parcel  Service,  at  17. 

FedEx's  business  is  a  logistical  miracle: 
7.5  million  shipments  in  220  countries 
daily.  It  is  expanding  international  opera- 
tions via  acquisitions  in  fast-growing 
markets,  including  India,  China  and  Hungary.  Daniel  T.  Scalzi, 
director  of  research  at  Matrix  USA,  likes  the  company's  increas- 
ing international  presence.  Overseas  volume  should  be  up  83% 
this  year  on  an  estimated  $653  million  in  revenues.  FedEx's  2004 
purchase  of  Kinko's,  the  office  services  firm,  drew  criticism,  and 
its  revenues  are  flat.  But  Scalzi  is  convinced  the  synergies  will 
pay  off  over  time.  — Carrie  Coolidge 


Superchic 


1/31/07  1/17/08 


What  does  this  sound  like  to  you?  A  youth- 
oriented  apparel  company  whose  flamboy- 
ant founder  uses  ads  that  are  almost  porn. 
It  was  just  taken  public 
in  a  blind  pool  offering 
that  allows  companies, 
in  effect,  to  sell  stock 
without  making  the 
usual  disclosures  about 
their  business  opera- 
tions. The  stock  goes  for  79  times  earnings. 
Not  even  an  investor  of  extravagant  tastes 
like  TV  star  Jim  Cramer  can  stomach  it. 

But  for  all  the  warts,  T  shirt  retailer 
AMERICAN  APPAREL  (12,  APP)  sports  the 
outlaw  appeal  and  growth  trend  that 
make  for  an  interesting  investment.  The 
company  has  184  stores,  79  abroad. 
Same-store  sales  climbed  a  nice  25% 
(estimated)  in  2007,  as  the  company 
swung  into  the  black. 

Todd  Slater,  analyst  at  Lazard  Capital 


Markets,  won't  claim  that  American 
Apparel  is  recession-proof  but  it's  "about 
as  insulated  as  it  comes."  Reason:  The 
chain's  avid  young  customers  aren't  getting 
killed  by  adjustable  mortgages  because 
they  don't  own  homes.        — Larry  Light 

Redolent 

Country  saying:  "Money  is  like  manure. 
Pile  it  up  in  one  place  and  it  stinks. 
Spread  it  around  and  it  does  some  good." 
This  is  a  great  time  to  be  selling  fertilizer, 
especially  for  corn.  Corn  is  the  most 
fertilizer-intensive  of  the  big  row  crops. 
And  that  crop  surged  25%  in  volume  last 
year  in  the  U.S.,  some  from  increased 
foreign  demand,  some  from  domestic 
ethanol  producers. 

So  CF  INDUSTRIES  (91,  CF),  which  as 
recently  as  2005  was  unprofitable,  is  rolling 
in  it  today.  Earnings  were  up  tenfold  for 
2007  through  Sept.  30,  to  $237  million. 
The  stock  has  quintupled  in  the  past  year. 
At  25  times  trailing  earnings,  it  doesn't 


Stock  price 


seem  overpriced  for  a  company  with  rapid 
earnings  growth. 

But  Morningstar  analyst  Benjamin 
Johnson  argues  that  the  beneficial  condi- 
tions CF  now  enjoys  likely  are  temporary. 
Three-quarters  of  the  company's  sales  are 
of  nitrogen  fertilizers,  and  it  has  a  big 
position  in  domestic 
production,  with  two  of 
the  three  largest  nitro- 
gen fertilizer  plants  in 
North  America.  Cost 
pressures,  namely  com- 
petition from  cheaper 
foreign  fertilizer,  caused 
other -domestic  plants  to 
fold,  many  in  the  wake 
of  the  natural  gas  price 
spike  after  Hurricane  Katrina  in  2005. 

But  the  current  boom  in  U.S.  corn 
growth  is  sure  to  attract  even  more  cheap 
fertilizer  imports,  Johnson  says.  That 
suggests  CF  is  at  or  near  a  peak.  Short  the 
stock.  — L.L. 
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To  see  more  photos  of  the  Cash  Queens,  go  to  Eonline.com 


The  Contrarian 


David  Dreman 


TUG  OF  WAR 


LAST  YEAR  I  GOT  THE  OVERALL  MARKET  CALL  NEARLY 
dead-on.  I  forecast  an  S&P  500  total  return  of  5%  (it  did 
5.5%)  and  a  10%  correction  along  the  way  (the  index 
was  down  9.9%  between  Oct.  9  and  Nov.  26).  I  pre- 
dicted that  large  stocks  would  outperform  their  small- 
and  midcapitalization  brethren  for  the  first  time  in  seven  years; 
the  Russell  2000  index  of  smaller  stocks  underperformed  the 
big-company  S&P  by  7.1  percentage  points. 

I  didn't  do  well  with  my  stock  picks,  which  included  a  heavy 
dose  of  financial  stocks.  My  24  picks,  including  7  held  over  from 
2006,  fell  an  average  7.5%,  after  hypothetical  trading  costs;  had  you 
put  the  same  amounts  on  the  same  dates  in  the  S&P  (without  costs), 
you  would  have  had  a  gain  of  1.2%.  It  was  the  end  of  a  good  streak 
for  me.  Over  the  preceding  six  years  (through  the  end  of  2006), 
my  recommendations  increased  an  average  7%  annually,  triple  what 
shadow  investments  in  the  S&P  500  would  have  done.  Put  back 
dividends— these  aren't  included  in  the  FORBES  computations — and 
I  would  have  scored  significandy  better. 

Two  of  my  worst  suggestions  were  short-selling  recommen- 
dations. I  was  bearish  on  the  IntercontinentalExchange,  which 
went  up  78%  (would  have,  that  is,  lost  you  that  much  in  a  short 
sale),  and  on  CME  Group,  parent  of  the  Chicago  Mercantile 
Exchange,  up  35%.  Both  deal  with  commodities  futures,  which 
have  been  on  fire  lately. 

I  thought  that  the  subprime  crisis  would  benefit  the  big, 
established  banks,  as  well  as  Fannie  Mae  and  Freddie  Mac,  as  it 
crushed  speculators  like  New  Century  Financial.  I  was  wrong. 
High-quality  financials  suffered  as  much  as  they  did  in  the  early 
1990s  era  of  bad  real  estate  loans  and  the  savings  and  loan  melt- 
down. At  that  time  people  feared  for  the  survival  of  institutions 
like  Citicorp.  But  everything  turned  out  fine.  The  large  banks' 
stocks  wound  up  doubling  very  quickly  Add  in  dividends,  and 
they  expanded  tenfold  within  a  decade. 

My  longtime  favorite,  Fannie  Mae,  was  down  33%  for  the 
year.  Consumer  lender  CIT  Group  lost  42%  from  when  I  recom- 


ascent  of  oil  prices.  Apache  and  Anadarko,  both  carryovers,  were 
up  62%  and  52%,  respectively.  I  also  favored  ConocoPhillips  (up 
22%)  and  Devon  (up  18%). 

For  2008  I  recommend  holding  on  to  these  three  gold- 
standard  financials:  Fannie  Mae  (37,  fnm),  Wachovia  (35,  wb) 
and  Bank  of  America  (39,  BAC),  as  well  as  Washington  Mutual 
(14,  WM)  and  CIT  Group  (22,  CIT).  As  the  experience  of  the  1990s 
shows,  they  will  have  substantial  upside  once  the  current  fright 
subsides.  In  my  last  column  (Jan.  7  issue)  I  warned  you  away 
from  such  pitfalls  as  highly  leveraged  real  estate  investment  trusts 
and  subprime  lenders.  In  light  of  their  deep  wounds,  these  may 
not  come  back  for  years,  if  ever. 

What's  in  store  for  the  market  as  a  whole?  We  will  likely  have 
a  lot  of  volatility.  Over  the  past  year  the  annualized  volatility 
implied  by  the  prices  of  S&P  options  has  gone  from  10.4%  to 
22.5%.  That  trend  won't  reverse  for  some  time.  I  expect  the 

market  to  likely  end  the  year 
flat  or  down  somewhat.  A 
real  bear  market,  which  we 
can  define  as  a  20%  decline, 
is  quite  unlikely  from  here. 

On  the  baleful  side  of  the 
balance  beam:  Dozens  of 
threatening  forces  will  con- 
tinue to  batter  investor 
confidence  and  provoke 
scary  visions  of  a  recession. 
Rising  material  and  oil 
prices  will  divert  money  that 
could  go  into  consumer 
spending  or  capital  outlays. 
They  will  also  fuel  inflation. 
Meanwhile,  shell-shocked 
credit  markets  are  making 
liquidity  ever  more  scarce.  Want  to  buy  some  nice  junk  bonds 
to  fund  that  leveraged  buyout?  Didn't  think  so. 

On  the  positive  side:  A  recession  is  not  likely.  The  financial 
panic  will  gradually  ease  as  we  move  into  2008.  Investors  will 
crawl  out  of  their  fallout  shelters.  Remember  that  this  is  an  elec- 
tion year,  and  the  incumbent  party  will  do  what  it  takes  to  prime 
the  pump.  Increased  federal  spending  and  more  Federal  Reserve 
easing  are  givens.  My  high-quality  financial  stocks  will  soar  once 
that  becomes  apparent.  lust  as  they  did  in  the  early  1990s,  banks 
will  maintain  fairly  good  yields  on  their  assets  while  their  fund- 
ing costs  go  down.  BofA  earned  $4.70  a  share  in  precrisis  2006. 1 
think  it  will  earn  $5.50  or  more  in  postcrisis  2010. 

Look  for  sterling  growth  stocks  that  have  been  knocked 
down  and  now  sport  affordable  price/earnings  multiples.  Lowe's 
Cos.  (20,  LOW),  the  home-improvement  retailer,  goes  for  10  times 
depressed  trailing  earnings  and  Staples  (20,  SPLS),  the  office  sup- 
plies chain,  with  15%-to-20%  growth,  at  15  times.  F 

mended  it  in  October. 

My  energy  stocks  di  T^^^^HKi  ^av'c'  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian 

well,  thanks  to  the  relentless 


The  credit 
crunch  will 
pull  down  on 
stock  prices  as 
Federal  Reserve 
easing  pulls 
them  up.  Expect 
a  sideways 
market. 


Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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RECESSIONS 

AND  BEARS 


JOHN  KENNETH  GALBRAITH  ONCE  SAID,  "ECONOMISTS 
predict  not  because  they  know  but  because  they  are 
asked."  At  the  start  of  every  year  economists,  analysts 
and  commentators  venture  forth  with  their  predictions.  I 
ignore  their  pronouncements  because  they  have  little,  if 
any,  accountability.  These  pundits  seldom  have  to  explain  why 
they  were  right  or  wrong. 

FORBES,  however,  does  not  let  me  off  so  lightly.  By  the  maga- 
zine's accounting,  my  2007  stock  picks  last  year  lost  1.1%;  equal 
sums  invested  in  the  S&P  500  on  the  same  dates  would  have  left 
you  with  a  1.8%  gain.  (In  this  calculation  my  picks,  but  not  the 
benchmark,  are  debited  for  a  hypothetical  1%  trading  cost.)  My 
best  recommendation  was  Google,  up  50%,  followed  by  Apple, 
up  42%.  The  worst  was  New  Century  Financial;  the  subprime 
lender  lost  its  entire  value  and  now  is  in  Chapter  11.  Next  worst 
was  New  York  Times,  down  33%. 

One  theme  I  sounded  last  year  was  the  wisdom  of  buying 
dividend-paying  stocks  (see  my  Apr.  16  column).  My  report  card 
did  not  include  dividends,  and  my  results  obviously  would  have 
been  better  had  it  done  so.  Of  my  21  recommendations  in  the 
year,  6  had  dividend  yields  over  5%. 

Going  into  2008, 1  am  able  to  contain  my  enthusiasm.  For 
one  thing,  Wall  Street  is  bullish,  which  is  typical  for  January, 
regardless  of  the  market  dip  lately.  The  pundits,  who  told  us  last 
year  that  the  subprime  mess  was  "contained,"  are  now  shrugging 
off  the  banks'  rotten  floorboards  labeled  collateralized  debt  obli- 
gations, along  with  rising  unemployment,  high  oil  costs  and 
weak  corporate  earnings. 

This  is  the  season  for  statistical  fortune-tellers.  One  of  their 
favorite  talking  points  is  the  presidential  cycle— supposedly,  the 
last  year  of  a  presidency  is  particularly  likely  to  be  positive.  Sup- 
posedly, the  second  year  of  a  presidential  term  is  particularly 


S&P  500  was  up  14%  that  year  (not  counting  dividends). 

Another  argument  is  that  years  ending  in  8  tend  to  do  well, 
years  ending  in  5  even  better.  This  formula  works  except  when  it 
doesn't.  The  market  was  up  just  3%  in  2005.  In  other  words,  this 
bullish  case  for  2008  is  based  on  what  is  probably  just  a  statisti- 
cal fluke. 

The  bearish  arguments  for  2008  aren't  any  more  valid.  Many 
bears  expect  a  recession,  which  they  assume  is  poison  for  market 
performance.  Not  quite.  In  the  1 1  recessions  since  World  War  II 
the  market  has  averaged  a  3%  gain,  despite  the  inclusion  in  that 
data  set  of  the  23%  decline  in  1974.  During  6  of  those  downturns 
the  S&P  went  up.  If  2008  is  a  recession  year,  it  is  not  automati- 
cally fated  to  be  bad  for  stocks. 

Want  a  good  new  idea  for  this  year?  Try  American  Express 
(43,  AXP),  which  like  all  financials  has  been  beaten  down  by  the 
subprime  issue,  even  though  the  firm  has  zilch  to  do  with  hous- 
ing. The  card  company  took  a  further  pasting  in  early  January 
when  it  announced  a  hike  in  reserves  for  loan  losses.  Still,  Amer- 
ican Express  has  a  high-end  clientele  that  likely  will  keep  spend- 
ing no  matter  what  happens  to 
the  economy.  It  is  more  focused 
on  its  card  business  now  that  it: 
has  divested  financial  planning; 
its  bank  is  next  to  go. 

What  to  keep  of  my  roster 
from  2007?  The  long  advance 
for  Apple  (163,  AAPL)  has  stalled 
for  now,  but  I  recommend  you 
stick  with  it.  Here  is  an  oppor- 
tunity to  be  in  a  technology 
company  whose  unique  cachet 
and  loyal  (and  affluent)  cus- 
tomers are  priceless.  You  can 
make  the  same  argument  for 
Polo  Ralph  Lauren  (53,  RL),  off  45%  since  last  summer  and  now 
trading  at  16  times  earnings.  Continue  to  hold  Google  (623, 
GOOG),  as  well  as  smokeless  tobacco  purveyor  UST  (56,  UST)  and 
railroad  titan  Burlington  Northern  Santa  Fe  (79,  BNl). 

Bearish  commentators  say  defensive  stocks  like  health  care, 
consumer  staples  (soap,  food,  tobacco)  and  utilities  are  places  to 
wait  out  the  storm.  Don't  count  on  that  wisdom.  Data  to  support 
the  durability  of  sectors  like  those  are  fairly  recent— first  gathered 
in  the  late  1980s.  Since  then  there  have  been  only  two  recessions. 
Result:  not  enough  data  points  to  form  a  solid  conclusion. 

My  researchers  took  the  data  back  to  1962  (covering  six 
recessions)  and  found  that  building- material  stocks  do  the  best. 
One  possible  reason  is  that  investors  are  anticipating  a  post- 
recession  uptick  in  housing  construction.  Health  care,  staples  and 
utilities  are  in  the  middle  of  the  pack.  No  sector  consistently  got 
murdered.  Telecom,  the  worst,  had  an  average  decline  of  7%  in 
the  six  recessions  since  1962.  F 


In  6  of  the  11 
downturns 
since  WWII 
the  S&P  500 
has  gone  up.  So 
a  2008  slump 
may  not  end  up 
being  so  bad. 


likely  to  be  weak.  Our  experts  were 

intoning  that  immutable  truth  in  iS^^^^SS  l_asz'0  B'r'ny' Jr 's  president  of  Birinyi  Associates,  a  Westport,  Conn. -based  financial  consulting 

2006.  It  turned  out,  however,  that  the 


firm.  Web  site:  www.birinyi.com.  Visit  his  home  page  at  www.forbes.com/birinyi. 
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Small  Stocks  Jim  Oberweis 


GROWTH 
BARGAINS 


mm    mm  awe  stocks  couldn't  outperform  growth 

WSk    mm  stocks  forever,  and  they  sure  didn't  last  year,  espe- 
1|  mm   dally  in  my  specialty,  stocks  of  smaller  companies. 
yLwmm     After  dominating  this  end  of  the  market  for  seven 

mm  years,  value  fell  well  behind.  In  2007  the  Russell 
2000  Growth  Index  gained  7.1%  as  the  Russell  2000  Value  lost 
9.8%.  The  reversal  in  the  growth/value  horse  race  was  remark- 
able given  the  declining  investor  appetite  for  risk  (thank  you, 
subprime  crisis) — usually  a  death  sentence  for  growth  stocks. 

But  growth  got  so  far  behind  that  even  after  a  relatively  good 
2007  it's  still  cheap.  Stick  with  it.  Consider  the  price/earnings 
ratios  for  companies  with  the  highest  growth  rates.  We  look  at 
those  with  30%  or  more  growth  in  the  latest  quarter.  That  is,  the 
top  6%  of  small-cap  companies  in  terms  of  recent  earnings 
growth.  The  average  P/E  based  on  forward  estimates  for  these 
supergrowth  stocks  over  the  last  five  years  has  been  about  30. 
Right  now  it  is  27,  or  about  10%  below  the  average.  This  is  down 
from  over  40  in  October  of  last  year,  which  is  among  the  fastest 
and  biggest  drops  in  the  average  P/E  that  we  have  seen. 

Small  tech  stocks  have  had  a  rough  start  in  2008,  but  I  think 
they  are  destined  to  rebound  sometime  this  year.  Certainly  their 
prices  may  get  worse  before  they  get  better.  Yet  nobody  can  call 
the  bottom.  Right  now  is  a  great  buying  opportunity. 

Foreign  investors  likely  will  be  the  first  to  awaken  to  it.  The 
weak  American  dollar  gives  them  enormous  purchasing  power 
and  a  ready  appetite  for  U.S.  equities.  Furthermore,  a  low  dollar 
increases  the  competitiveness  of  U.S.  companies  with  foreign 
customers.  That's  great  news  for  high-growth  tech  companies 
with  global  distribution  potential,  as  well  as  pharma  and  medical 
product  firms.  I  predict  we'll  see  10%  to  30%  gains  for  small 
growth  stocks  over  the  last  1 1  months  of  2008. 

The  wild  card  for  the  rest  of  2008  will  be  Asia.  It's  clear  that 
we  are  in  the  early  innings  of  a  long-term  global 
capital  shift  from  Europe  and  America  to  Asia.  It's 
also  clear  that  some  large  Asian  stocks,  particularly 


those  of  the  best-known  Chinese  companies  open  to  outside 
investors,  carry  preposterous  valuations.  Don't  be  surprised  if 
some  of  these  stocks  tank  even  as  the  companies  do  well. 

What  makes  sense  in  Asia  is  to  look  beyond  the  obvious  large 
companies.  Many  lesser-known,  small-scale  China  plays  still 
offer  attractive  opportunities.  Two  of  our  favorites,  both  with 
American  Depositary  Receipts,  are  budget-hotel  chain  Home 
Inns  &  Hotels  Management  (28,  HMIN)  and  digital  TV  equipment 
provider  China  Digital  TV  Holding  (22,  STV).  They  both  are  well 
run  and  have  sterling  growth  rates  in  this  burgeoning  nation. 
They  sell  at  28  and  26  times  my  2008  earnings  estimates. 

What  about  U.S.  equities?  The  current  level  of  pessimism 
about  the  economy  and  corporate  earnings  is  unmerited.  Any 
further  corrections  represent  good  buying  opportunities.  Among 
my  favorite  U.S.  high-growth  stocks  to  buy  now:  Priceline.com 
(95,  PCLN),  the  online  travel  service,  benefiting  from  a  big  interna- 
tional presence;  Synchronoss  Technologies  (23,  SNCR),  whose 
software  helps  telecoms  like  AT&T  process  orders  for  new 
accounts;  Omrix  Biopharmaceuticals  (31,  OMRl),  a  biotech  deriv- 
ing products  from  human 
plasma;  and  Obagi  Medical 
Products  (17,  OMPl),  the 
skin-care  outfit. 

Last  year,  all  the  turbu- 
lence aside,  was  a  good  one 
for  this  column.  Annually, 
FORBES  requires  its  stock- 
picking  columnists  to  report 
on  how  our  picks  performed. 
The  calculation:  Each  pick, 
less  a  1%  trading  fee,  is 
matched  against  an  equal 
investment  in  the  S&P  500  at 
the  same  time  with  no  fee. 
In  2007  I  recommended  15  stocks  and  my  group  returned 
10.6%  versus  2.1%  for  the  S&P  500.  One  advantage  I  had:  My 
investment  style  stresses  growth  stocks,  in  favor  last  year. 

My  best  performer  was  Focus  Media  (49,  FMCN),  which 
tripled.  Focus  dominates  the  market  for  flat-panel  display  adver- 
tising in  high-traffic  hotels  and  office  buildings  in  China.  In  the 
last  12  months  revenues  were  up  129%  to  $390  million.  Focus 
trades  today  at  29  times  my  forward  earnings  estimate,  a  bargain 
given  this  company's  rapid  growth  rate.  Hold  on  to  your  shares. 

My  worst  performer  was  armored-vehicle  maker  Force 
Protection  (49,  FRPT).  Navistar  International  arose  out  of 
nowhere  as  a  successful  competitor  for  Force  Protection's  mili- 
tary contracts,  and  Navistar  has  the  staying  power  to  survive  any 
Iraq  troop  pullback.  Sell  Force  Protection  shares.  Also  sell  the  rest 
and  start  anew,  except  for  two  other  2007  keepers:  touchpad 
maker  Synaptics  (31,  SYNA)  and  robotic  tumor-blaster  maker 
Accuray  (1 7,  ARAY),  which  have  dipped  to  very  enticing  levels.  F 


Small  growth 
stocks 
triumphed 
in  2007,  despite 
the  market's 
flight  to  safety. 
They  will  do  well 
again  in  2008. 


Forbes 


Jim  Oberweis  is  president  of  Oberweis  Asset  Management  and  editor  of  the 
Oberweis  Report.  For  more  information  visit  www.forbes.com/oberweis. 
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Exchange-Traded  Funds 


Jim  Lowell 


MORE  BASKETS 
FOR  YOUR  EGGS 


COUNTRY-AND-WESTERN  SONG  IS  RUNNING 
JVbA     through  my  head.  The  lyrics  say  that  "walkin  is 
Wk    easy  when  the  road  is  flat"  and  that  "God  gave  us 
aflHHn  mountains  so  we  could  learn  how  to  climb."  How 
wwkflat  do  you  want  your  walk  to  be  on  Wall  Street? 
With  exchange-traded  funds,  you  can  take  a  steep  route  and 
reach  splendid  heights,  but  at  risk  of  a  severe  fall. 

For  such  daredevils  there  are  ETFs  that  hold  just  one  position 
(gold),  or  just  stocks  in  a  narrow  sector  like  green  technology. 
For  a  safer  route  you  can  opt  for  a  widely  diversified  fund,  like 
the  iShares  Dow  Jones  Total  Market  (the  ticker  is  IYY).  This 
fund  holds  thousands  of  stocks  that  are  in  the  Dow  Jones  U.S. 
Total  Market  Index. 

To  say  the  least,  2007  wasn't  an  easy  time  for  netting  and 
holding  on  to  gains.  In  a  rocky  year  my  14  picks,  which  included 
two  ETFs  that  short  stock  indexes  (the  Dow  Jones  industrial 
average  and  the  Russell  2000),  were  down  an  average  3.4%.  That 
was  after  subtracting  a  hypothetical  trading  cost  of  1%.  These 
picks,  which  began  in  the  May  21  issue  when  I  started  my  col- 
umn, narrowly  beat  the  market.  Identically  timed  investments 
in  the  S&P  500  (without  a  trading  fee  subtraction)  would  have 
lost  you  3.8%. 

My  best  pick  last  year  was  iShares  Comex  Gold  Trust 
(87,  iau),  up  9%;  the  worst,  iShares  FTSE/Xinhua  China  25 
(152,  FXI),  off  17%. 

For  the  record,  my  two  investment  advisory  newsletters 
(available  via  www.newsletters.forbes.com)  fared  well  in  2007. 
My  Fidelity  Investor  newsletter,  which  offers  advice  for  investing 
in  the  galactic  array  of  Fidelity  mutual  funds,  has  four  model 
portfolios,  which  each  beat  the  S&P  500  last  year.  My  newly 
launched  Forbes  ETF  Advisor  delivered  a  9.1%  return. 

This  year  appears  to  be  every  bit  as  treacherous  as 


to  the  mix.  These  new  ones  are: 

►  The  iShares  TIPS  Bond  (108,  TIP),  which  owns  Treasury- 
Inflation  Protected  Securities.  These  are  Treasury  bonds  with  low 
coupons  but  cost-of-living  adjustment  in  coupons  and  principal. 
The  ETFs  annual  fee  is  0.2%  of  assets. 

This  fund  is  obviously  no  growth  play  but  rather  some  nec- 
essary ballast  for  your  holdings.  It's  a  somewhat  safer  alternative 
than  the  inflation  and  market  hedges  I've  already  got  on  this 
column's  recommended  list  (gold  and  the  short-selling  ETFs). 

►  The  iShares  Global  Healthcare  (61,  IXJ)  provides  a 
healthy  dose  of  2008's  most  likely  breadwinner  if  earnings  con- 
tinue to  slow  and  a  recession 
comes.  Health  care  doesn't  tend 
to  dip  when  other  sectors  do. 
Expenses:  0.49%. 

In  addition  to  shares  of 
biotech  and  medical  suppliers, 
this  ETF  has  a  strong  position 
in  pharma;  its  biggest  holding 
is  in  Novartis,  the  Swiss  drug 
giant.  Yes,  drug  stocks  have 
liabilities,  from  looming  patent 
expirations  to  possible  innova- 
tion-squelching regulation 
from  a  Democratic  White 
House.  But  such  potential 
weaknesses  already  are  priced 
into  the  stock. 

Pharmaceuticals,  as  a  result, 
has  lagged  behind  during 
the  (mostly)  robust  market  of 
the  past  five  years.  Given  the 
demographic-driven  need  for 
more  and  better  drugs,  and  the  pace  of  scientific  innovation,  this 
sector  should  do  well  over  the  next  five  years. 

►  The  PowerShares  Dynamic  Food  &  Beverage  (16,  PBJ) 
has  a  cute  comfort-food  ticker  and  a  recession-proof  franchise  in 
the  ultimate  consumer  staple.  At  0.64%  in  expenses,  this  necessity- 
laden  ETF  invests  in  everything  from  cereal  maker  Kellogg  to 
brewer  Anheuser-Busch  to  Yum  Brands,  owner  of  fast-food  chains 
such  as  KFC  and  Pizza  Hut. 

►  The  iShares  NYSE  Composite  Index  (86,  NYC)  took  top 
honors  in  the  Forbes  ETF  Advisor's  2007  ETF  rankings.  Expenses 
are  0.25%.  This  is  a  basket  of  stocks  that  mimics  the  2,300-name 
New  York  Stock  Exchange  Composite  Index. 

In  other  words,  it  gives'  you  a  fairly  broad  exposure  to  the 
U.S.  market,  with  some  large  foreign  issues  thrown  in  via  Amer- 
ican Depositary  Receipts. 

The  index  has  a  noticeable  dollop  of  financial-industry 
stocks.  Financials  are  in  the  doghouse  now,  but  they  will  have 
their  day.  F 


Diversification? 
etfs  give  you  as 
little  or  as 
much  as  you 
want.  Add 
some  for  tips, 
food  and  drugs. 


2007.  With  diversification  as  the 

watchword  keep  all  of  mv  2007   i  J'm  Lowell  is  chief  investment  strategist  of  Adviser  Investments,  Inc.  and  the  editor  of  Fidel'ty 
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MARKETPLACE 


Daniel  DeCaro  Presents 

4  LUXURY  REAL  ESTATE  PORTFOLIO 

AUCTIONS 

Florida  -  Spring  2008 


www.LuxuryPortfolioAuctions.com 


in  cooperation  with 
SOL  I  Sotheby's         SOL  I  Sotheby's         Sea  I  Sothebys 


FT.  LAUDERDALE 
March  28 


MIAMI 
March  29 


DESTIN 
April  5 


SKY  I  Sothebys 

SARASOTA 
April  I  I 


EXTRAORDINARY  PROPERTIES 


YOUR  DREAM  LIFESTYLE 


YOUR  PRICE 


RESIDENTIAL  &  CONDO  PROPERTIES        MANY  SELLING  ABSOLUTE 

$50M  -  $IOOM  IN  PROPERTIES  AT  EACH  AUCTION 

BROKERS  PROTECTED  FOR  MORE  INFO  CALL:  888-966-4759 


Daniel  DeCaro 
REAL  ESTATE 
AUCTIONS 


portion  of  the  proceeds  will  be  donated  towards  charitable  causes  throughout  Florida. 


9  MMV  Sotheby's  lntemstion.il  Realty  Affiliates,  Inc.  All  Rights  Reserved  Sotheby's  International  Realty®  is  a  licensed  trademark  to  Sotheby's  International  Realty  Affiliates.  Inc   An  Equal  Opportunity  Company   Equal  Housing  Opportunity 
Each  office  is  independently  owned  &  operated,  except  offices  owned  and  operated  by  NRT  Incorporated  Presented  by  Daniel  DeCaro  Real  Estate  Auctions.  Inc .  a  Licensed  Real  Estate  Broker  &  Auctioneer 


February  11,  2008 


For  Marketplace,  call  888-305-6830 


Forbes  marketplace 


Looking  To  Grow  Your  Business? 


We  Specialize  in  Responsive  Lists  That  Work! 


Direct  Mail  •  Email 

MILLIONS  OF  RESPONSIVE  BUYERS  AVAILABLE 

www.macromark.com 


Macrorimif'k 


Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300 


NAPLES,  FL  •  Tuesday,  February  26th  •  2pm 
THE  ESTATES  AT  BAY  COLONY 

This  luxurious  golf-front  Tuscan-style  home  backs 
up  to  a  nature  preserve,  offering  gorgeous  views 
and  complete  privacy.  Striking  architectural  details 
and  lavish  finishes  make  this  property  one  of  the  most 
desired  addresses  in  Naples.  Come  prepared  to  bid  &  buy! 

•  6300±  sf  A/C  Living  Space 

•4BR/5.5BA  +  Guest  House  GRAND  ESTATES 

•  Furnishings  Included  auction  company' 

•  Golf  Club  Membership       ca"  for  a  FREE  color  brochure 
Opportunities  Available  1.800.552.8120 


www.G-E-A.com  •  Robert  Kirk  FLAU3384/  BK31 57296 


Special  Situation  Survey 


DON'T  LISTEN  ... 
to  stock  tips.  Chances  are  they  will 
lose  you  money.  The  experts  at  The 
Forbes  Special  Situation  Survey 

evaluate  the  fundamentals  of  5,000 
stocks,  and  each  month  pick  the  one 
they  believe  is  poised  to  move  up. 
They  tell  you  when  to  sell,  too.  Want 
a  good  tip? 


Call  today  for  a  FREE  trial  issue. 
1-800-289-8979. 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 

Instant  quotes  from  over  1 
Life  •  Auto  •  Health  •  Home 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 
78  year-old  male:  $1 ,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  65 
years  of  age  and  have  at  least  $  1 00,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-490-6797,  ext.  101 
or  visit  us  online  at  www.insure.com. 


00  companies 
•  and  More! 


Insure.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


$ 


Date  of  birth  (MM/DD/YY) 


Coverage 


City  State 

Major  Illness  History:    O  Heart  Disease   D  Cancer   D  Diabetes   Q  Stroke   D  Other . 

(Please  check  all  that  apply.) 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  2/08 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic.org.  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
commissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©  1984-2008  lnsure.com,  Inc.  All  rights  reserved.  CA  agent  #0A13858. 
LA  agent  #200696,  MA  agent  #333509159.  Insure.com,  Inc.  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Insure.com.  Inc.  DBA 
lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093. 
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The  fastest  way 
to  learn  a  language. 

TM 

Guaranteed. 


I 


Award-winning  software  successfully  used  by  U.S.  State  Departm 
diplomats,  Fortune  500  executives  and  millions  of  people  worldwide. 


Think  in  the  language!  Our  method  is  called  Dynamic  Immersion™  Vivid  photos  and  native 
speakers  help  you  learn  without  translation  —  just  like  you  learned  your  first  language. 

Speak  immediately!  Start  speaking  in  the  first  lesson  with  our  proprietary  speech 
recognition  technology. 

Enjoy  learning!  Improved  intuitive,  sequential  learning  makes  every  lesson  count  and  builds 
progressively  in  a  fun,  almost  addictive  way. 

Rosetta  Stone  is  available  for  learning:  Arabic  •  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German 
Greek  •  Hebrew  •  Hindi  •  Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese 
Russian  •  Spanish  •  Swahili  •  Swedish  •  Tagalog  •  Thai  •  Turkish  •  Vietnamese  •  Welsh 


"Stupendous... 

the  juxtaposition  of  text,  sound  and  picture 
was  masterful.  The  quality  of  both  sound 
and  graphics  was  first  rate. " 

-The  Boston  Globe 


SAVE  10% 


Level  1  NOW  nSS.lO 

Level  1&2  4^*9"  NOW  '305.10 
Level  1.2&3     AA^rT     NOW  $449.10 

Use  promotional  code  fbs028  when  ordering: 


(888)  232-8823 
RosettaStone.com/fbs028 


Offer  expires  May  31.  2008. 

©2008  Rosetta  Stone  Ltd.  All  rights  reserved. 


We  See  Your  Success 


Forbes 


Subscriber  Service 


WV„>  hgjp  i 
and  have* 


Purchase  Order 
Domestic  &  Inte 


1 


ede  Finance  I  Letters  of  Credit 
coi-i'.fs  Receivable  Factoring 


To  place  your  order,  to  renew,  give  a 
gift,  change  your  address  or  other 
customer  service,  visit  our  site  at: 

www.forbes.com/customerservice 

or  call. ..800-888-9896 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products  /f^k 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
who  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
the  health  benefits  experienced 
during  that  tryout,  and  the  ROM 
performance  score  at  the  end  of 
each  4  minute  workout  that  tells  the 
story  of  health  and  fitness 
improvement.  At  under  20  cents  per 
use,  the  4  minute  ROM  exercise  is 
the  least  expensive  full  body 
complete  exercise  a  person  can  do. 
How  do  we  know  that  it  is  under  20 
cents  per  use?  Over  90%  of  ROM 
machines  go  to  private  homes,  but 
we  have  a  few  that  are  in  commercial 
use  for  over  12  years  and  they  have 
endured  over  80,000  uses  each, 
without  need  of  repair  or  overhaul. 
The  ROM  4  minute  workout  is  for 
people  from  10  to  over  100  years  old 
and  highly  trained  athletes  as  well. 


The  ROM  adapts  its  resistance  every  second  during  the  workout 
to  exactly  match  the  user's  ability  to  perform  work.  It  balances 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 
Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 
Reading  the  ROM  literature  and  reluctantly  understanding  it. 
Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 
Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 
Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 
Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 
After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 
You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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OREGON  OCEAN 
VIEW  PROPERTY 


Master  Plan  Approved 

1 ,000  Units 

Commercial 

College  Site  on  Property 

One  Hour  From  Bandon 
Dunes  Golf  Course 

553  Acres 


Qualified  buyers  contact  Mr.  Koss  at: 
loneranchinfo@comcast.net 
or  visit:  www.loneranch.com 

A  Property  of  Rio  Tinto  Minerals 


Forbes 

MARKETPLACE 


For  Advertising  Contact: 

Lisa  Lazansky 

Custom  Solutions  Media 

1-888-305-6830 


LUXURY  YACHTING  IN  GREECE 


v 


THE  WIND  CARIES 
MANY  SECRETS 


VALEF  YACHTS  SINCE  1969 


INTERNATIONAL  HEAOQUARTgffS.-Gieece 
Tel  ♦30  210  4:8??B1  »J0  2.10+182392 
E-mail  contactfffi'vatelysfchts.cQm  ' 


NORTH  AMERICAN  HEADQUARTERS.  USA 
«    Tel:  *l'215641  1624.  rl  800  223  3845 
E-matl  mfo@valefyachts.com 


60-80% 

OFF  RETAIL 


(800)  640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 

Trusted  Since  1992 


NEVADA  CORPORATION 

Garry  Jones,  Esq. 


Protect  jour  home,  family 
and  properties.  LLC,  LPS, 
Trusts  and  Corporations 


M  \  INK  (  \R\IH  II 
LA.  M.S.  TAXATION 


For  a  private  consultation  please  call 
949-623-8596 


87%  NET  PROFIT 

Our  program  is  simple  yet 
brilliant!  We  ensure  your 
success  by  spending  a  week 
with  you  in  your  area  where  it 
counts.  Exclusive  territories, 
low  overhead,  exceptional 
profit  margin  $250,000  profit 
potential  first  year  is  no 
exaggeration.  $14,900 
investment  normally  recovered 
in  the  first  30  days. 
Call:  1-877-808-0800 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


VAIEFYAC 


Forbes 

Stock  Market  Course 


The  Forbes  Stock  Market  Course  is  an  easy-to- 
read  common  sense  guide  to  building  wealth.  It  is 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage  of  a  special  price  of  just  $99.95 
(save  $50  off  the  regular  $149.95  price.) 


Go  to  www.forbesstockmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator 
a  special  savings  code  of  SMC07 
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When 

The  Gift  Is  ^ 
A  Diamond, 

You  Don't  Need 
A  Special  Occasion. 

And  When  The  Gift  Is  Diamond  Essence, 

You  Don't  Need  To  Spend  A  Fortune.  5%i  * 

Not  a  mined  diamond,  a  Diamond  Essence™  masterpiece-the  most  astonishing  simulated  diamond  ever  created-is  the  result  of  a 
revolutionary  scientific  breakthrough  that  gives  it  the  fire,  the  dazzle,  the  brilliance  of  a  mined  diamond. 
It  even  cuts  glass! 

A  Diamond  Essence™  Jewel  is  hand  crafted.  It  is  the  result  of  a  relatively  new  process  in  which  a  rare  mineral  must  first  be  extracted 
from  the  earth,  refined  and  then  melted  at  a  constant  temperature  above  5000  F  to  slowly  crystallize  and  form  rough-cut  pieces  with 
the  essence  of  diamonds.  Diamond  Essence  pieces  have  more  fire  than  mined  diamonds,  have  virtually  the  same  brilliance  and-are  set 
in  14karat  solid  gold.  So  real  looking,  Movie  stars  and  TV  personalities  wear  them! 

Your  friend  won't  see  the  difference  and  you  can  save  a  fortune  in  insurance  premiums! 

Enjoy  all  the  status,  all  the  pleasure  of  the  mined  diamonds-with  none  of  the  cares.  Experts  cannot  tell  the  difference.  During  a  T.V. 
show  about  Diamond  Essence  ™ ,  47th  street  Diamond  District  experts  rated  Diamond  Essence  ™  masterpieces  with  mined  diamonds. 

The  New  Yrok  Times  Calls  us  "King  Solomon's  Mines" 


A. 
B. 


C. 
D. 


2  Ct.  Oval  center,  3.3 
1.25  Ct.  Li'  kohinoor 
2.5  Ct.  Li'  Kohinoor 
3.0  Ct.  Kohinoor 
4.0  Ct.  Kohinoor 
8.0  Ct.  T.W.  Earring 


ct.t.w      #3736  (SRP$510)....$252 

#1365     (SRP  $350)  $172 

#1366    (SRP  $370)  $184 

#3329    (SRP  $460)  $228 

#1360    (SRP  $510)  $253 

#2906    (SRP  $400)  $198 


2.5  Ct.T.W  3-stone  necklace  #2684  (SRP  $457)   $222 

same  in  White  gold  #2684W    (SRP  $479)  $234 


E.  8.0  Ct.Center,  llcts.t.w,W  Gold  #3962W    (SRP  $660)$329 

4.0  Ct.  Center,  4.5cts.t.w,  #3962-lW    (  SRP  $610)  $302 

F.  2.0  Ct.  Eternity  W.Gold  ring     #3603W..(SRP  $451)  $224 

G.  2.4  Ct.  Tennis  Bracelet  #955       (SRP  $480)... $240 

SRP(Suggested  Retail  Price) 
Ring  size  5-9,  Half  size  &  over  size  $10  extra. 
Shipping  Handling  &  Insurance  $11.95. 
Express  /  Rush  delivery  available. 


Valentine  Special 

More  than  50%  off  SRP  price 


PROMOTIONAL  CODE  :  M12 


6  Saddle  Road.  Cedar  Knolls.  NJ  07927 


Call  1-800-909-2525 

Visit  wvvw.diamond-essence.com  Oi 

Mail  your  check  to  Diamond  Essence  Co. 


y  1 00  %  Money  Back  Guarantee. 
Stones  Guaranteed  for  life 
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THOUGHTS 


On  the  Business  of  Life 


e  watched  Canadian  sprinter  Ben  Johnson  run  his  world  record  100-meter  dash. 
Midway,  it  seemed  that  he  had  turned  on  an  afterburner  to  roar  across  the  finish  line 
way  ahead.  Who's  to  know  to  what  extent  the  later-detected  steroids  accounted  for  it? 
But  since  such  illicit  steroids  unquestionably  hype  performance  and  are  shortcuts  to  muscle  bulging,  their 
use  is  an  ever  increasing  factor  in  sports  and  body-building.  — MALCOLM  FORBES  (1988) 


A  thing  worth  having  is  a  thing  worth 
cheating  for. 

— W.C.  FIELDS 


Living  with  a  conscience  is  like  driving 
a  car  with  the  brakes  on. 

— BUDD  SCHULBERG 

Thou  shalt  not  steal;  an  empty  feat, 
When  it's  so  lucrative  to  cheat. 

—ARTHUR  HUGH  CLOUGH 


In  order  to  preserve  your  self-respect, 
it  is  sometimes  necessary  to  lie  and  cheat. 

—ROBERT  BYRNE 

Don't  lie  if  you  don't  have  to. 

—LEO  SZILARD 


Only  the  hypocrite  is  really  rotten 
to  the  core. 


-HANNAH  ARENDT 


If  we  live  all  our  lives  under  lies  it  becomes 
difficult  to  see  anything  if  it  does  not  have 
anything  to  do  with  these  lies. 

— AMIRI  BARAKA 


People  need  good  lies.  There  are  too  many 
bad  ones. 

—KURT  VONNEGUT  JR. 

Be  a  hypocrite  if  you  like;  but  don't  talk 
like  one! 

—DENIS  DIDEROT 


The  great  masses  of  the  people  will  more 
easily  fall  victims  to  a  big  lie  than  to  a 
small  one. 

—ADOLF  HITLER 


A  man  of  such  obvious  and  exemplary 
charm  must  be  a  liar. 

—ANITA  BROOKNER 


Those  you  trust  the  most  can  steal 
the  most. 

—LAWRENCE  LIEF 


The  art  of  life  is  to  show  your  hand. 
There  is  no  diplomacy  like  candor.  You 
may  lose  by  it  now  and  then,  but  it  will  be 
a  loss  well  gained  if  you  do.  Nothing  is  so 
boring  as  having  to  keep  up  a  deception. 

— E.V.  LUCAS 


In  athletics  there's  always  been  a 
willingness  to  cheat  if  it  looks  like  you're 
not  cheating.  I  think  that's  just  a  quirk  of 
human  nature. 

— KAREEM  ABDUL-JABBAR 


We  have  to  make  some  radical  move 
to  get  the  attention  of  everyone.  Cheaters 
can't  win  and  steroids  have  put  us  in  the 
position  that  it's  okay  to  cheat. 

—LOU  BROCK 


There  are  guys  in  the  game  only  because 
of  steroids.  They  couldn't  make  it  with 
their  natural  talent.  It  sucks. 

—DAVID  WELLS 


I  did  not  use  steroids  or  human  growth 
hormone,  and  I've  never  done  so. 

—ROGER  CLEMENS 

Hating  the  Yankees  is  as  American 

as  pizza  pie,  unwed  mothers,  and  cheating 

on  your  income  tax. 

—MIKE  ROYKO 

A  Text ...  

The  Lord  bless  thee  and  keep  thee: 
The  Lord  make  his  face  shine  upon 
thee,  and  be  gracious  unto  thee. 

—NUMBERS  6:24-25 

Sent  in  by  Sallie  Spiller,  Roanoke,  Va. 
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The  search  for  better  tasting  foods  is  a  never-ending  pursuit 
for  food  companies.  Their  quest  often  brings  them  to  Grasse, 
France,  where  Cargill  operates  one  of  its  many  flavor  facilities 
around  the  world.  Here,  flavorists  team  with  application  and 
sensory  experts  to  create  unique  flavor  profiles  that  give 
food  and  beverage  companies  their  proprietary  recipes. 
It's  both  art  and  science.  And  though  we  work  with  thousands 
of  companies  and  products  all  over  the  world,  their  secrets 
are  safe  with  us.  This  is  how  Cargill  works  with  customers. 
collaborate   >   create   >  succeed 


V 


www.cargillcreates.com 

|    ©2008  Cargill,  Incorporated 


Cargill 


Nourishing  Ideas.  Nourishing  People: 


D*LL 


According  to  Forrester  Research,  more  than  half  the  enterprise 
companies  in  North  America  and  Europe  rely  on  Dell 
for  notebook  and  desktop  computers. 
Who  do  you  rely  on? 

-How  Enterprise  Buyers  Rate  Their  PC  Suppliers  And  What  it 
Means  For  Future  Purchases,  Forrester,  November  2007. 


GET  YOUR  FREE  COPY  OF  FORRESTER'S  REPORT  AT 

DELL.COM/Numberone 


Actual  Forrester  quote:  "Dell  is  clearly  the  No.  1  enterprise  desktop  and  laptop  supplier."  Survey  question:  "From  which  vendor 
did  you  purchase  desktops  in  the  last  12  months?"  Base:  565  PC  decision-makers  at  North  American  and  European  Enterprises. 


According  to  Forrester  Research,  more  than  half  the  enterprise 
companies  in  North  America  and  Europe  rely  on  Dell 
for  notebook  and  desktop  computers. 
Who  do  you  rely  on? 

-How  Enterprise  Buyers  Rate  Their  PC  Suppliers  And  What  It 
Means  For  Future  Purchases,  Forrester,  November  2007. 

'  -       -     •    '         '  '  "•     ■:   '  ' 


GET  YOUR  FREE  COPY  OF  FORRESTER'S  REPORT  AT 

DELL.COM/Numberone 


Actual  Forrester  quote:  "Dell  is  clearly  the  No.  1  enterprise  desktop  and  laptop  supplier."  Survey  question:  "From  which  vendor 
did  you  purchase  desktops  in  the  last  12  months?"  Base:  565  PC  decision-makers  at  North  American  and  European  Enterprises. 
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•      ©2008  BMW  of  North  America.  UjC.  The  BMW  name,  model  names  and  logo  are  registered  trademarks.  European  model  shown. 


ie  seats  and  find  out  how  much  adrenaline  five  people 
an  create  with  this  first-ever  eight-cylinder  production 
13  Sedan.  Excitement.  Crafted  at  BMW  M.  £3Ni 


The  head-to-head  battles  begin  February  20th. 
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Aecenture  Match  Play  Championship 

Sixty-four  of  the  world's  top-ranked  golfers  go  head-to-head  in  a 
single-elimination  showdown  February  20-24.  Watch  on  NBC  and 
the  Golf  Channel.  Visit  aecenture.eom/golf 
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72  Child  Labor 

The  unsavory  practice  behind  that 
handmade  carpet,  costume  jewelry 
or  embroidered  T  shirt  you  just 
bought.  By  Megha  Bahree 

30  Recession:  Hot  Sectors 
To  Bet  On 

Despite  signs  of  a  weakening 
economy,  there  are  signs  of  life 
nationwide.  By  Daniel  Fisher 

32  GE:  How  It  Drives  Up 
Health  Costs 

One  reason  medical  costs  are  out  of 
control:  GE  employs  too  many  good 
salesmen.  By  David  Whelan 

RETIREMENT 

40  Seven  Steps  to  Saner 
Savings 

Congress  just  keeps  creating  new 
accounts,  new  rules  and  new  traps. 
By  Ashlea  Ebeling 

46  The  Great  401  (k)  Escape 

If  the  offerings  in  your  employer's 
plan  aren't  so  great,  put  your  money 
elsewhere.  By  Ashlea  Ebeling 

48  The  Shrinking  Lump 

If  you  were  planning  to  take  a  lump 
sum  from  a  pension  plan,  don't  wait. 
By  Janet  Novack 
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crop  follows  identity  preservation  protocol  all  the  way  from  planting  to 
delivery.  The  result  is  a  mutually  beneficial  business  relationship  that 
has  grown  into  a  friendship.  This  is  how  Cargill  works  with  customers. 
collaborate    >    create    >  succeed' 
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Wilhelm  Reich  and 
his  orgone  box. 


The  Thought  Police 

SOMEWHERE  IN  THE  BOWELS  OF  THE  FOOD  &  DRUG  ADMINIS- 
tration  an  inspector  is  reading  Helen  Costers  story  about  XanGo 
(see  p.  68)  and  having  apoplexy.  What's  all  this  about  mangosteen 
juice  preventing  cancer,  curing  dyspepsia  and  erasing  cataracts? 
Balderdash!  The  vendors  are  hauling  in  maybe  $350  million  a 
year.  Stop  these  guys! 

Good  luck,  inspector,  trying  to 
protect  Americans  from  quack 
remedies.  You  have  two  things  get- 
ting in  your  way:  the  Internet  and 
the  First  Amendment. 

The  guys  at  the  top  of  the  XanGo 
food  pyramid  are  well 
positioned.  Their  own 
product  literature  makes 
only  vague  and  unac- 
tionable  statements 
about  xanthones  having 
antioxidant  properties. 
The  juicy  claims  about 
mangosteens  curing  this 
or  that  are  made  further  down,  by  800,000 
distributors,  in  face-to-face  conversations  and  on  the  Web.  The  FDA 
doesn't  have  enough  inspectors  to  police  800,000  Facebook  entries. 

The  government  clearly  can  stomp  out  false,  or  even 
unsubstantiated,  claims  on  a  product  label.  But  the  law  gets 
tricky  when  the  label  is  separated  from  the  product.  It  can  stop 
Genentech  from  saying  that  Avastin  is  useful  against  breast 
cancer.  But  it  can't  stop  The  New  England  Journal  of  Medicine 
from  saying  that,  or  stop  Google  from  putting  the  claim  at  the 
doctor's  fingertips. 

On  occasion,  the  drug  police  suppress  both  product  and  liter- 
ature. Wilhelm  Reich  was  a  crackpot  psychiatrist  of  the  1950s 
with  a  theory  about  energy  from  outer  space  called  orgone  that 
could  be  captured  and  infused  into  a  patient.  People  bought 
orgone  boxes  from  him  thinking  they  would  get  better  orgasms. 
The  FDA  had  the  doc  thrown  in  jail.  Then  it  confiscated  books 
and  papers  supporting  Reich's  theory  and  burned  them. 

But  this  is  a  nation  with  a  strong  tradition  of  free  speech. 
Justice  Holmes  famously  said  that  the  best  test  of  truth  is  its  abil- 
ity to  get  itself  accepted  in  the  marketplace  of  ideas.  That  was  in 
a  dissent,  but  his  view  eventually  prevailed.  It  seems  that  only 
once  under  our  government's  aegis  did  someone  go  to  the  gal- 
lows for  espousing  unsavory  views  (Julius  Streicher,  1946). 

What  should  the  FDA  do  about  crackpot  beliefs  that  inspire 
people  to  buy  overpriced  juice?  Swallow  hard  and  let  them  be. 

EDITOR 
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BUSINESS 


Find  out  why  more  small 
business  members  nationwid 
choose  UnitedHealthcare. 


1.866.438.5837 
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UnitedHealthcare 

Healing  health  care. Together. 
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|Vhy  do  more  small  businesses  nationwide  choose  UnitedHealthcare  than  any  other  carrier 
ell,  we  offer  a  range  of  solutions  tailored  to  small  business  needs.  More  physician  office 
ccept  us  than  anyone  else.  And  Fortune  magazine  named  us  America's  most  admired  healt 
are  company  for  innovation  in  2007.  Simply  put,  it's  health  coverage  that  works  harder  for  you  an 
Dur  small  business. 

2008  United  HealthCare  Services,  Inc.,  #1  for  small  business  and  total  number  of  small  business  members  covered  based  c 
litedHealthcare  membership  systems  (December  2007)  for  groups  with  2-99  employees.  Insurance  coverage  provided  by  or  throuc 
lited  HealthCare  Insurance  Company  or  its  affiliates.  Administrative  services  provided  by  United  HealthCare  Insurance  Company,  Unite 
'•■  jalthCare  Services,  Inc.,  or  their  affiliates.  UHCEW362871-000 
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Loan  Shark 


Heads  Up 

foloan  Left  Behind 


The  article  ("No  Loan  Left  Behind,"  Feb.  11,  p.  34) 
reflects  a  deep  misunderstanding  of  the  federal 
student  loan  programs. 

The  governments  cost  estimates  of  the  Direct 
Loan  program  have  concluded  for  many  years 
that  the  program  is  cheaper  than  the  Federal 
Family  Education  Loan  program,  the  govern- 
ment-subsidized plan  in  which  private  lenders 
hold  the  loans.  If  student  loan  defaults  increase 
because  of  the  declining  economy,  the  effects 
will  be  felt  in  both  programs,  because  the 
federal  government  guarantees  loans  against  default  in  both 
programs. 

The  article  is  correct  that  I  support  the  Direct  Loan  program,  and  for 
obvious  reasons:  It  does  not  involve  costly  federal  subsidies  to  banks;  it  offers 
generous  loan  forgiveness  provisions  to  borrowers;  and  it  hasn't  been  plagued 
by  ethical  scandals  like  the  FFEL  program. 

SENATOR  EDWARD  M.  KENNEDY 
Chairman,  Senate  Committee  on  Health,  Education,  Labor  &  Pensions 

Washington,  D.C. 


Best  Test? 

The  people  behind  Digene  and  Qiagen 
("The  Cancer  That  Shouldn't  Be,"  Jan.  28, 
p.  60)  are  only  in  business  to  make  a  buck, 
so  it's  not  surprising  that  they  pick  and 
choose  which  facts  they  present. 

Treating  every  HPV  infection  as 
precancerous  would  certainly  prevent 
most  cervical  cancers  but  at  a  cost  of  an 
infertility  epidemic  caused  by  overtreat- 
ment  of  HPV.  The  vast  majority  of  infec- 
tions disappear  on  their  own,  van- 
quished by  the  body's  immune  defenses. 
There  are  relatively  few  cases  where  HPV 
makes  cells  premalignant,  and  that's 
what  the  Pap  test  has  been  wildly 
successful  in  detecting — at  a  fraction  the 
cost  of  a  Digene  HPV  test. 

What's  more,  the  Digene  test  fails 
to  detect  several  HPV  types  reliably, 
and,  unlike  the  Pap  test,  it  is  utterly 
unable  to  tell  the  difference  between  a 
cervical  sample  that's  negative  for  HPV 
and  a  vial  of  water. 

RICHARD  D.  PLOTZ,  M.D. 
Harvard  Vanguard  Medical  Associates 
Boston,  Mass. 


Stock  Split  Snafu 

On  the  Informer  table  "Still  Ignoring 
Us?"  (Jan.  7,  p.  26)  we  recount  the  stock 
performance  of  YTB  International.  The 
table  did  not  account  for  an  August 
reorganization  that  made  each  existing 
Class  A  common  share  unit  convertible 
into  two  additional  Class  A  shares.  Stan- 
dard stock  price  databases  did  not  treat 
this  as  a  3-for-l  stock  split.  Had  they 
done  so,  we  would  have  shown  YTB's 
performance  relative  to  market  as  a  42 
rather  than  a  14  (on  a  scale  where  100  is 
market-tying). 

Crimson  Confusion 

In  "Growing  Up  Green"  (Feb.  11,  p.  70) 
we  said  that  venture  capitalist  Aileen  Lee 
was  president  of  her  class  at  Harvard 
Business  School.  In  fact,  she  was 
president  of  her  section. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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They  say  a  shrewd  investor  can  spot  a  winner  a  mile  away.  Why  you'd  judge  an  investment  from  a  mile  away  is 
beyond  us.  But  you  get  the  point.  The  trained  eye  sees  things  the  untrained  eye  can't,  it's  no  wonder  many  professional 
investors  set  their  sights  on  SPDRs  from  State  Street.  Our  ETFs  are  precisely  designed  to  match  your  investments 
to  your  investment  strategy.  International.  Fixed  Income.  Real  Estate.  Whatever  the  market  segment,  you  get  exactly 
vhat's  on  the  label.  Nothing  more.  Nothing  less.  If  you'd  like  to  take  a  closer  look  at  our  ETFs,  visit  spdretfs.com. 
:ind  out  why  we're  becoming  the  apple  of  the  experienced  investor's  eye. 


State  Street  Global  Advisors 


Precise  in  a  world  that  isn 


State  Street 


VMHIIC.W 


■ 


Before  investing,  consider  the  funds'  investment  objectives,  risks, 
charges  and  expenses.  To  obtain  a  prospectus,  which  contains  this 
information,  call  1.866.787.2257.  Read  it  carefully. 

TFs,  such  as  SPDRs:'-'  MidCap  SPDRs/  and  Diamonds  trade  like  stocks,  are  subject  to  investment  risk  and  will  fluctuate  in  market  value  There  is  no  assurance  or 
larantee  an  ETF  will  meet  its  objective.  SPDR  shares,  MidCap  SPDRs,  and  Diamonds  am  issued  by  SPDR  Trust,  MidCap  SPDR  Trust,  and  Diamonds  Trust  respectively. 
\e  "SPDR"  trademark  is  used  under  license  from  The  McGraw-Hill  Companies,  Inc.  ("McGraw-Hill").  No  financial  product  offered  by  State  Street 
iobal  Advisors,  a  division  of  State  Street  Bank  and  Trust  Company,  or  its  affiliates  is  sponsored,  endorsed,  sold  or  promoted' by  McGraw-Hill, 
stributor:  State  Street  Global  Markets,  LLC,  member  FINRA,  SIPC,  a  wholly  owned  subsidiary  of  State  Street  Corporation.  References  to  State  Sfreet  may 
:lude  State  Street  Corporation  and  its  affiliates.  Certain  State  Street  affiliates  provide  services  and  receive  fees  from  the  SPDR  ETFs  ALPS  Distributors 

a  registered  broker-dealer,  is  distributor  for  SPDR  shares,  MidCap  SPDRs  and  Dow  Diamonds,  all  unit  investment  trusts  and  Select  Sectoi 
1650-0109 


amsters  spend  their  lives  running  in  place. 


They'll  never  get  where  they  want  to  be. 

But  you  can.  With  proven  performance  management  software  from  SAS. 


www.sas.com/hamsters 


§sas. 


THE 
POWER 
TO  KNOW 


Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


A  Stay,  Not  a  Pardon 


THE  FEDERAL  RESERVE'S  AGGRESSIVE  SLASHING  OF  INTEREST 
rates  guarantees  there  will  be  no  recession  this  year.  But  it  has 
only  postponed  the  inevitable  reckoning  from  the  ever  weaken- 
ing dollar.  Whenever  a  country  debases  its  money,  it  pays  a  price. 
We  and  the  world  are  paying  for  the  Fed's  excess  money  creation 
of  2004-05  with  sky-high  commodity  prices,  the  aftermath  of 
the  subprime  mortgage  crisis  and  the  disaster  that  has  resulted 


from  the  efforts  of  our  banks  to  create  exotic  instruments  that 
wouldn't  show  up  on  their  balance  sheets. 

Who  knows  when  the  next  catastrophe  will  hit  or  what  the 
makeup  of  it  will  be?  But  it  will  happen. 

You  can  also  bet  on  this:  Eventually  interest  rates  will  move 
up  sharply  from  currently  low  levels. 

We've  got  a  reprieve — but  it's  only  that,  a  reprieve. 


Let's  Talk  Turkey 


■  TURKEY'S  FUTURE  WILL  HAVE  AN  ENORMOUS  IMPACT  ON  OUR 
I  conflict  with  Islamic  fanaticism.  This  Muslim  country  has  been  a 
I   secular  bastion  since  its  founding  as  a  modern  republic  in  1923. 

Turkey's  current  ruling  political  party  is  somewhat  hostile  to  that 
I  secular  tradition,  but  it  has  no  sympathy 

■  for  Islamic  terrorism. 

One  of  the  most  sensitive  issues  in 
I  Turkeys  political  life  today  is  its  long-stand- 
ing application  to  join  the  EU.  The  EU  has 
been  moving  at  a  snail's  pace  regarding  the 
application.  French  President  Nicolas  Sarkozy 
and,  to  a  lesser  extent,  German  Chancellor 
Angela  Merkel  have  been  adamant  that 
Turkey  never  be  allowed  in.  The  Turks  are 
highly  sensitive  to  European  opposition,  feel- 
ing that  it  is  racially  and  culturally  motivated. 

The  prospect  of  joining  the  EU  has,  however,  prompted 
Turkey  to  overcome  domestic  opposition  in  instituting  many 
reforms,  including  the  modernization  of  its  domestic  policing. 

The  interests  of  Europe  and  the  U.S.  would  be  profoundly 
served  by  having  these  kinds  of  positive  changes  continue.  That's 
why,  when  Turkish  Prime  Minister  Recep  Tayyip  Erdogan  meets 


Chancellor  Merkel  with  Prime  Minister  Erdogan: 
Let  Turkey's  application  process  proceed. 


with  President  Sarkozy  and  Chancellor  Merkel  in  May,  the  Euro- 
pean leaders  should  practice  some  nuanced  diplomacy:  They 
should  not  shut  the  door  to  Turkey's  becoming  part  of  the  EU  but 
simply  say  that  the  negotiation  process  should  continue  and  that 
they  will  see  where  things  stand  in  a  decade 
or  so.  There  are  some  35  "chapters"  with 
which  countries  must  comply  in  order  to 
join  the  EU.  Turkey  has  passed  only  one  of 
them.  There's  much  good  to  be  gained  and 
little  harm  in  letting  Ankara  continue  to 
move  forward  on  the  remaining  chapters. 
Years  from  now,  when  the  chapters  are 
complete,  Turkey  itself  may  conclude  it  has 
little  to  gain  from  formal  membership  in  the 
EU.  In  the  meantime,  however,  many  good 
changes  will  have  gone  into  effect. 
Opponents  of  Turkey's  joining  the  EU  are  offering  up  a  consola- 
tion prize  by  way  of  creating  some  sort  of  Mediterranean  free-trade 
area  that  Turkey  could  join.  Turkey  won't  fall  for  this,  and  France  and 
Germany  shouldn't  seriously  push  it.  The  Turks  would  consider  it  an 
insult.  Instead,  Europe  should  let  the  negotiations  laboriously  con- 
tinue. All  the  forces  of  civilization  and  modernization  will  benefit. 


Correan  War 


VENEZUELA'S  LUNATIC  RULER,  HUGO  CHAVEZ,  MAY  HAVE  SUF- 
fered  a  humiliating  defeat  in  the  people's  overwhelming  rejection 
of  his  power-grabbing  referendum  late  last  year,  but  he  and  his 
Latin  American  minions,  like  Bolivia's  Evo  Morales  and 
Ecuador's  Rafael  Correa,  are  still  stirring  up  trouble. 

In  Ecuador,  for  example,  President  Correa  is  putting  consider- 
I  able  pressure  on  the  country's  courts  to  rule  against  Chevron  in  a 
lawsuit  of  false  allegations.  Plaintiffs  claim  that  Texaco,  which  was 
I  acquired  by  Chevron  (in  2001),  did  not  properly  clean  up  the  oil- 

I fields  it  once  operated  in  Ecuador.  Those  sites  are  environmentally 
squalid  today  not  because  of  Texaco's  laxity  but  because  of  the  derelict 
management  by  Ecuador's  national  oil  company,  which  took  over  the 


fields  nearly  20  years  ago.  In  1998  the  Ecuadoran  government,  in  fact, 
declared  that  Texaco  had  successfully  completed  the  cleanup.  An  in- 
vestigation by  its  prosecutor  general  found  that  charges  of  fraud  against 
Chevron  regarding  the  cleanup  had  no  merit.  But  leftists,  like  Chavez 
and  Correa,  environmental  groups  looking  for  funds  and  money- 
hungry  personal  injury  lawyers  are  suing  Chevron  as  if  it  created 
the  current  horrors.  These  antibusiness  forces  even  enlisted  Holly- 
wood actress  Daryl  Hannah  to  visit  Ecuador  and  vilify  Chevron. 

Neither  Venezuela  nor  Ecuador  could  afford  to  be  so 
antibusiness  if  oil  prices  (along  with  other  commodities)  hadn't 
been  inflated  by  the  Federal  Reserve's  loose  money  policies. 
Four  and  a  half  years  ago  the  price  of  oil  fluctuated  between  $25 
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Fact  and  Comment 


and  $28  a  barrel.  Today  it  is  almost  four  times  that.  Such  a     inflation  and  the  speculation  inflation  engenders. 

surge  did  not  happen  only  because  of  the  global  economic         Sound  money  would  deal  both  miscreant  governments  a 

boom.  At  least  $40  of  todays  per-barrel  price  of  oil  comes  from     devastating  blow. 

Sick 


FOR  ALL  THE  PALAVER  FROM  POLITICIANS  AND  PRIVATE  FOUN- 
dations  about  the  need  to  eradicate  the  ghastly  and  often  deadly 
disease  of  malaria,  health  officials  still  won't  vigorously  employ 
the  most  effective  weapon  against  it:  DDT.  Applied  judiciously 
inside  houses,  DDT  virtually  eliminates  the  incidence  of  malaria, 
which  takes  1  million  lives  a  year,  mostly  those  of  children. 

No  other  chemical  has  been  so  wrongly  vilified  as  has  DDT. 
True,  there  is  a  Chinese  drug  that's  efficacious  in  treating  malaria, 
but  public  health  programs  using  it  have  been  plagued  by  useless 
counterfeits.  More  to  the  point,  the  Chinese  drug  is  used  after  a  vic- 
tim contracts  malaria — it  does  not  prevent  the  disease,  as  does  DDT. 

Contrary  to  Rachel  Carson's  Silent  Spring,  there's  no  evidence  that 
DDT  causes  cancer  in  humans— you  are  exposed  to  more  carcino- 
gens in  a  cup  of  coffee  than  from  long-term  exposure  to  DDT.  And 
those  supposed  environmental  effects,  such  as  the  eradication  of 


birds  because  of  the  softening  of  their  eggs,  are  almost  all  fictitious. 

In  2005  President  Bush  unveiled  his  malaria  initiative;  officials 
said  it  would  include  the  use  of  DDT.  A  year  later  the  World  Health 
Organization  dramatically  changed  its  anti-DDT  stance.  Yet  no  coun- 
tries that  weren't  using  DDT  in  2005  are  using  it  today.  Environ- 
mental opposition  to  this  pesticide  is  still  fierce,  and  companies  that 
make  weak  alternatives  to  DDT  fan  this  fanatical  opposition. 

One  would  be  hard  put  to  find  a  more  murderously  emotional, 
know-nothing  position  than  the  one  on  DDT.  President  Bush  should 
instruct  U.S.  officials  to  actively  push  the  use  of  DDT  And  at  least 
one  of  the  foundations  concerned  about  eradicating  this  disease — 
the  Bill  &  Melinda  Gates  Foundation  immediately  comes  to  mind — 
should  take  a  courageous  lead  here  and  aggressively  advocate 
employing  DDT,  even  though  the  foundation  would  come  in  for 
screeching  and  uninformed  criticism.  Millions  of  lives  are  at  stake. 


Lively  Reads 


Dead  Heat — by  Dick  Francis  and  Felix  Francis  (CP.  Putnam's 
Sons,  $25.95).  Here's  a  book  for  dieters  that  will  both  give  them  a 
thrill  and  help  them  resist,  at  least  momentarily,  some  of  those 
always  tempting  weight-inducing  foods. 
Michelin-starred  chef  Max  Moreton  is  cater- 
ing a  gala  dinner  on  the  eve  of  a  major  horse 
race.  Almost  all  the  diners — along  with 
Moreton  and  his  staff — are  hit  with  food  poi- 
soning, which  of  course  threatens  the  very 
existence  of  Moreton's  restaurant  and  career. 
And,  if  that  weren't  enough,  the  next  day 
Moreton  is  nearly  killed  in  a  bomb  explosion 
that  leaves  more  than  a  dozen  people  dead. 

Before  the  mystery  is  solved,  Moreton — an  amateur 
sleuth — finds  himself  coping  with  an  international  conspiracy 
involving  Argentinean  polo  ponies  and  a  floundering  American 
manufacturer  of  farm  equipment,  as  well  as  with  pesky  local 
bureaucrats  and  a  beautiful  young  violist — a  victim  of  the  food 


poisoning — who  is  suing  him  for  damages  and  lost  wages. 

If  Michelin  rated  mysteries,  this  would  get  three  stars. 
Book  of  the  Dead — by  Patricia  Cornwell  (G.P.  Putnam's  Sons, 
$26.95).  Charles  Dickens  would  be  impressed 
with  both  the  characters  in  this  book  and  their 
names,  e.g.  Dr.  Marilyn  Self,  a  malignantly 
conniving,  deranged  TV  psychiatrist.  The  tale's 
heroine,  Kay  Scarpetta,  is  a  private  forensic 
pathologist  grappling  with  the  murder  of  a 
famous  teenage  American  tennis  champ  in 
Rome.  At  the  same  time,  she  has  to  deal  with 
the  murder  of  a  malnourished  and  badly  beaten 
child.  Scarpetta's  relations  with  her  colleagues, 
not  to  mention  those  with  her  significant  other,  are  tumultuous  and 
tangled.  All  these  characters  have  varying  levels  of  unredeeming  traits. 

What  a  walloping,  riveting  mix  of  mystery,  adventure  and 
psychology.  Author  Cornwell  certainly  is  skilled  at  dissecting  the 
not  always  attractive  innards  of  human  nature. 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  The  Capital  Grille— 155  East  42nd  St.  (Tel.:  212-953-2000). 
Traditional  meets  modern  in  this  sleek,  paneled  steak  house. 
The  steaks  are  first-rate,  the  asparagus  fresh  and  the  lobster 
salad  tasty.  Save  room  for  the  flourless  chocolate-espresso  cake 
or  the  chocolate  mint  chip  ice-cream  sandwich. 

•  Fiorini— 209  East  56th  St.  (Tel.:  212-308-0830).  Welcoming, 
comfortable  new  Italian  restaurant,  where  the  clientele  is 
treated  reverentially  The  food  is  absolutely  scrumptious,  espe- 


cially the  grilled  calamari,  fried  mozzarella  and  homemade 
pastas  (the  ricotta  and  spinach  dumplings  are  mouthwatering). 
•  Bar  Blanc— 142  West  10th  St.  (Tel.:  212-255-2330).  Three 
veterans  of  Bouley  have  opened  this  glamorous,  impressive  new 
place  in  the  West  Village.  The  French -based  menu  is  replete 
with  many  Asian  touches,  and  everything  on  it  is  delicious  and 
beautifully  presented.  Particularly  noteworthy:  the  roast  baby 
pig  and  the  onion-roasted  dourade.  F 
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Environmentally  friendly  plastic  bags  are  a  beautiful  thing.  Ecoflex®  one 
>f  the  latest  breakthroughs  from  BASF,  is  a  biodegradable  plastic  that 
:an  be  used  in  bags  and  packaging.  It's  shelf  stable  for  one  full  year, 
hen  completely  decomposes  in  compost  within  a  few  weeks.  Innovation 
3  popping  up  everywhere.  Learn  more  at  basf.com/stories 


lelping  Make  Products  Better® 


□ - BASF 

The  Chemical  Company 


Other  Comments 


■I  -si- 


0«/y  //we  cam  restrain  ourselves  is  conversation  possible.  Good  talk  rises  upon  much  self-discipline. 

—JOHN  ERSKINE,  The  Complete  Life 


■MHMMW 


Off  the  Radar  The  technology  industry  and  the  public 
policy  issues  most  important  to  it  have  thus  far  been  all  but  neg- 
lected in  the  presidential  primaries.  This  is  odd  because  our  econ- 
omy increasingly  relies  on  the  technology  industries  for  growth. 
How  about  a  plan  to  get  the  broadband  revolution  rolled  out  to 
every  American  citizen  by  harnessing  market  forces  instead  of  gov- 
ernment subsidies?  A  model  exists — it's  called  Connect  America. 
Are  the  candidates  in  favor  of  it?  Have  they  ever  heard  of  it?  And 
should  the  FCC  be  slowing  the  rollout  of  broadband  with  new, 
threatened  regulations?  Speaking  of  regulation,  does  a  new  resident 
in  the  White  House  mean  much  more  regulation  in  the  area  of 
content,  ownership  concentration,  network  management  and  "net 
neutrality,"  wireless  regulation,  age  verification  on  social  network- 
ing sites,  etc.?  Shouldn't  we  at  least  be  asking? 

No,  technology  is  not  a  real  part  of  any  of  the  campaigns  or 
the  debates,  for  either  those  who  believe  in  pervasive  government 
regulation,  or  for  those  who  trust  the  marketplace.  Who  would 
have  thought  that  the  "knowledge  economy"  would  not  even  be 
on  the  radar  screens  of  the  presidential  candidates? 

— Institute  for  Policy  Innovation 

Deadly  Delay  Though  Africa's  sad  experience  with 
colonialism  ended  in  the  1960s,  a  lethal  vestige  remains:  malaria. 
It  is  the  biggest  killer  of  Ugandan  and  all  African  children.  Today, 
every  single  Ugandan  remains  at  risk.  Over  10  million  Ugandans 
are  infected  each  year,  and  up  to  100,000  of  our  mothers  and  chil- 
dren die  from  the  disease.  Yet  it  remains  preventable  and  curable. 

The  U.S.  banned  DDT  in  1972,  spurred  on  by  environmental- 
ist Rachel  Carson's  1962  book  Silent  Spring.  Many  countries  in 
Europe  and  around  the  world  followed  suit.  But  after  decades  of 
exhaustive  scientific  review,  DDT  has  been  shown  to  not  only  be 
safe  for  humans  and  the  environment,  but  also  [to  be]  the  single 


'That  get-well  card  we  sent  certainly  was  a  waste  of  money." 


most  effective  antimalarial  agent  ever  invented.  Nothing  else  at  any 
price  does  everything  it  can  do.  That  is  why  the  WHO  has  once 
again  recommended  using  DDT  wherever  possible  against  malaria. 

We  must  be  able  to  use  DDT.  Environmental  leaders  must 
join  the  21st  century,  acknowledge  the  mistakes  Carson  made 
and  balance  the  hypothetical  risks  of  DDT  with  the  real  and  dev- 
astating consequences  of  malaria.  Africa  is  determined  to  rise 
above  the  contemporary  colonialism  that  keeps  us  impoverished. 
We  expect  strong  leadership  in  G-8  countries  to  stop  paying  lip 
service  to  African  self-determination  and  start  supporting  solu- 
tions that  are  already  working. 

—SAM  ZARAMBA, 

director  general  of  health  services  for  the  Republic  of  Uganda, 

Wall  Street  Journal 

You  Have  It  or  You  Haven't  It  Vitality  shows 

not  only  in  the  ability  to  persist  but  the  ability  to  start  over. 

— F.  SCOTT  FITZGERALD 

Precious  Commodity  It  is  hard  to  think  of  any  greater 
geopolitical  imperative  today  than  to  demonstrate  that  Islam  and 
democracy  can  be  bound  successfully  together.  Turkey  is  well  on 
the  way  to  proving  this,  in  an  experiment  that  is  resonating  far 
beyond  its  borders.  It  is  the  Turks,  of  course,  who  are  responsible 
for  the  success  of  this  great  challenge.  But  their  partners  in  Europe 
and  NATO  must  rise  to  it,  too.  Europe  should  stop  behaving  as 
though  the  Turks  were  still  menacing  the  gates  of  Vienna.  The 
assertion,  especially  in  France,  that  Turkey  shares  none  of  Europe's 
heritage,  is  ahistorical:  unless  there  was  no  Byzantium,  no  eastern 
Roman  empire,  no  classics  of  Greek  science  and  philosophy  that, 
transmitted  through  the  world  of  Islam,  dragged  Europe  out  of  the 
dark  ages.  This  is  a  country  embedded  in  the  history  of  Europe 
and  Christendom  as  well  as  Islam — a  precious  commodity. 

—DAVID  GARDNER, 
Financial  Times 

A  Billion  Laughs  I  just  have  to  smile  when  billion- 
aires like  Bill  Gates  and  George  Soros  turn  cold  shoulders  to  the 
blessings  capitalism  bestows.  Or  when  their  buddy,  Warren  Buf- 
fett,  broadcasts  the  importance  of  hiking  tax  rates  on  successful 
earners  and  investors.  Look  fellas,  the  command-and-control, 
state-run  economics  experiment  was  tried.  It  was  called  the 
Soviet  Union.  If  you  hadn't  noticed,  it  was  a  miserable  failure. 

—LAWRENCE  KUDLOW,  New  York  Sun 

Things  Said  and  Unsaid  We  speak  with  more 

than  our  mouths.  We  listen  with  more  than  our  ears. 

—FRED  ROGERS, 
Life's  Journeys  According  to  Mister  Rogers  F 
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Your  potential.  Our  passion. 

Microsoft 


I 


You  will  extract  a  shining  needle 
from  an  information  haystack. 

TryitatOFFICE2007.COM 

It's  a  new  day.  It's  a  new  office. 


If  there's  one  thing  Scotland 
is  famous  for,  it's  bold  innovation. 
The  television.  The  telephone. 
The  steam  engine.  The  fax  machine. 


is  why  more  companies  are  doing 
business  in  Scotland.  Where  they 
can  get  the  innovative  thinking 
and  practical  solutions  they  need 


Penicillin.  Insulin.  The  ATM. 
Dolly  the  sheep.  They  all 
got  their  start  in  Scotland.  In 
fact,  there  are  far  too  many 
Scottish  innovations  to  list.  Which 


to  develop  new  products.  And 
expand  their  businesses.  Contact 
Scottish  Development  International 
to  find  out  how  you  can 
join  them. 


gga  SCOTTISH 

^^^^     DEVELOPMENT  INTERNATIONAL 


Current  Events 


By  Lee  Kuan  Yew,  Minister  Mentor  of  Singapore 


Asia's  Growing  Role  in  Financial  Markets 


THE  SUBPRIME  MORTGAGE  CRISIS  HAS  CAUSED  U.S.  AND  SWISS 
banks  to  seek  capital  injections  from  Sovereign  Wealth  Funds  (SWF). 
Citigroup  took  a  $7.5  billion  capital  injection  from  the  Abu  Dhabi 
Investment  Authority  (ADIA)  and  $6.88  billion  from  the  Govern- 
ment of  Singapore  Investment  Corp.  (GIC),  along  with  an  addi- 
tional $1  billion  from  Saudi  Prince  Alwaleed  bin  Talal;  Swiss  UBS 
received  $9.75  billion  from  GIC,  plus  $1.77  billion  from  a  Middle 
East  investor;  Merrill  Lynch,  $4.4  billion  from  Singapore's  Temasek 
Holdings;  Morgan  Stanley,  $5  billion  from  China  Investment  Corp.; 
and  cross  investments  of  approximately  $  1  billion  have  taken  place 
between  Chinas  Citic  Securities  and  Bear  Stearns.  These  Asian  funds 
are  investing  long  term  in  banks  with  global  networks. 

The  U.S.  and  Europe,  working  through  the  IMF,  the  World  Bank 
and  WTO,  have  opened  up  the  markets  of  developing  countries. 
China  has  joined  the  WTO.  In  this  flatter  world,  China  and  India 
have  achieved  high  growth  rates  similar  to  those  Japan  and  the  four 
Asian  Tigers  (South  Korea,  Taiwan,  Hong  Kong,  Singapore)  enjoyed 
during  their  earlier  stages  of  development  in  the  1970s  and  1980s. 

Klaus  W.  Wellershoff,  chief  economist,  UBS  Global  Wealth 
Management  &  Business  Banking,  wrote  in  his  company's  end-of- 
year  publication,  Essentials  2008:  "Taking  even  archaeological  evi- 
dence into  account,  we  have  to  conclude  that  Asia  was  one  of  the 
richest  and  most  civilized  regions  in  the  world  long  before  the 
birth  of  Christ.  During  the  early  stages  of  the  last  millennium 
China  was  a  dominant  place  for  production  and  trade  in  the 
world  economy,  accounting  for  more  than  three-quarters  of  world 
population  and  world  production.  [Around]  the  beginning  of  the 
Renaissance,  this  dominance  slowly  started  to  erode.  Still,  Asia 
accounted  for  roughly  two-thirds  of  the  world  economy  until  the 
18th  century.  The  onslaught  of  industrialization  in  the  early  19th 
century  changed  all  of  that.  By  the  beginning  of  the  last  century 
the  relative  weight  of  Asia  had  declined  to  less  than  one- third, 
reaching  its  low  point  by  1950  at  only  15%  of  global  income." 

Rebalancing  the  Global  Order 

Japan's  recovery  (1950-90)  following  its  devastation  in  World 
War  II  showed  the  way  for  other  Asian  countries  to  rise.  The  four 
Asian  Tigers  followed.  Deng  Xiaoping  launched  China's  "open 
door"  policy  in  December  1978,  discarding  Soviet-style  central 
planning  in  favor  of  a  free-market  approach.  Since  then  China  has 
achieved  a  stunning  9%  or  higher  yearly  growth  rate  19  times. 

India,  weighed  down  by  state-run  enterprises,  languished 
from  the  time  of  independence  in  1947  until  1991,  when  the 
IMF  forced  it  to  open  up  after  its  foreign  reserves  had  dropped 


to  nearly  zero.  India's  growth  rate  in  2002  was  3.7%;  in  2003, 
8.4%;  in  2004,  8.3%;  and  in  2005,  9.2%. 

China  and  India  are  expected  to  grow  at  9%  or  more  annually 
for  the  next  two  decades,  with  the  rest  of  East  Asia  following  at  7.5%. 
Asia  is  expected  to  produce  50%  of  the  world's  GDP  by  2030,  regain- 
ing the  position  it  held  at  the  beginning  of  the  19th  century,  when 
China  and  India  produced  more  than  one-third  of  global  income. 

Asia's  recovery  of  its  18th-century  position  is  on  course.  The 
architectural  and  engineering  achievements  of  China's  Grand 
Canal,  from  Hangzhou  to  Beijing,  as  well  as  its  Great  Wall,  and 
India's  Taj  Mahal,  ancient  temples  and  forts  are  evidence  of  the 
capability  of  earlier  generations  to  plan  and  execute  great  works. 
The  people  of  Asia  can  master  the  science  and  technology  needed 
in  this  high-tech  digital  world.  China's  immediate  neighbors — 
Korea,  Japan  and  Vietnam — were  part  of  the  Sinic  civilization, 
adopting  the  Chinese  written  script,  as  well  as  absorbing  the  Confu- 
cian values  of  thrift  and  hard  work,  with  an  emphasis  on  education 
and  learning,  family  solidarity,  social  stability  and  harmony.  What 
Japan  and  Korea  have  done  economically,  China  will  do,  and  more. 

In  their  quest  to  go  global,  Chinese  and  Indian  companies 
have  already  acquired  American  and  EU  corporations.  In  the 
coming  decades,  when  U.S.  and  EU  corporations  need  infusions 
of  foreign  capital,  they  will  find  the  funds  in  China,  India  and  the 
oil  states  of  the  Gulf  Cooperation  Council,  especially  those  coun- 
tries having  small  populations  and  huge  oil  and  gas  reserves. 
Singapore's  fund  is  minuscule  compared  with  these  megafunds. 

Will  a  U.S.  Recession  Spread  to  Asia? 

The  sudden  drop  in  American  investor  confidence  caused  a  dramatic 
decline  in  the  NYSE,  triggering  selloffs  in  the  stock  markets  of  China 
and  India  and  leading  the  way  for  huge  declines  in  Japan,  South  Korea 
and  the  Asean  nations.  International  fund  managers  had  invested 
their  clients'  monies  in  all  of  these  markets.  Expecting  all  markets 
to  decline,  they  sold  down  their  holdings  worldwide  in  a  dramatic, 
synchronized  fall.  But  China's  and  India's  economies  are  no  longer 
as  dependent  on  exports  to  U.S.  and  EU  markets  as  they  used  to  be. 
While  they  may  lose  some  percentage  points  in  their  growth  rates, 
they  still  should  be  able  to  reach  6%  to  8%  growth  annually. 

This  economic  downturn  will  mark  the  first  time  that  when 
America  sneezes,  Asia  doesn't  catch  a  cold.  Yes,  Asia  will  be  affected, 
but  not  as  severely.  Because  China  and  India  will  not  experience  a 
recession,  Japan,  South  Korea,  Taiwan  and  the  Asean  countries 
will  avoid  it.  Hence,  Asian  stock  markets  will  rise  from  their  lows 
of  the  selloff  to  reflect  the  real  strength  of  their  economies.  F 
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Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  David  Malpass,  chief  economist, 
Bear,  Stearns  &  Co.  Inc.;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization  and  former  president  of  Mexico, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Jumping  for  joy. 
requires  no  lessons. 


Four  Seasons 


When  life  feels  perfect. 


Contact  your  travel  consultant, 
visit  www.fourseasons.com  or  in  the  u.s.  call  1-866-890-9809. 


Digital  Rules 

By  Rich  Karlgaard,  Publisher 


Debunking  Reagan's  Debunker 


LAST  MONTH  DURING  BILL  BENNETT'S  RADIO  SHOW,  MORNING  IN 
America,  Bill  asked  me  about  a  Paul  Krugman  column  in  the 
New  York  Times  entitled,  "Debunking  the  Reagan  Myth."  The  tide 
speaks  for  itself.  Here  are  key  Krugman  passages: 

"[Reaganomics]  did  fail.  The  Reagan  economy  was  a  one-hit 
wonder.  Yes,  there  was  a  boom  in  the  mid-1980s,  as  the  economy 
recovered  from  a  severe  recession.  But  while  the  rich  got  much 
richer,  there  was  httle  sustained  economic  improvement  for  most 
Americans." 

"When  the  inevitable  recession  arrived,  people  felt 
betrayed — a  sense  of  betrayal  that  Mr.  Clinton  was  able  to  ride 
into  the  White  House." 

"Some  good  things  did  eventually  happen  to  the  U.S.  econ- 
omy— but  not  on  Reagan's  watch.  I'm  not  sure  what  'dynamism' 
means,  but  if  it  means  productivity  growth,  there  wasn't  any 
resurgence  in  the  Reagan  years.  Eventually  productivity  did  take 
off — but  even  the  Bush  Administrations  own  Council  of  Eco- 
nomic Advisers  dates  the  beginning  of  that  takeoff  to  1995." 

"Similarly,  if  a  sense  of  entrepreneurship  means  having  confi- 
dence in  the  talents  of  American  business  leaders,  that  didn't 
happen  in  the  1980s.  Like  productivity,  American  business  pres- 
tige didn't  stage  a  comeback  until  the  mid-1990s,  when  the  U.S. 
began  to  reassert  its  technological  and  economic  leadership." 

Hello?  Let's  take  a  whack  at  debunking  the  debunker. 

•  "[Reaganomics]  did  fail."  The  Reagan  revolution  failed?  Let's  look 
at  the  facts.  From  1981  to  1989  the  U.S.  GDP,  in  constant  dollars, 
expanded  by  nearly  a  third.  The  DJIA,  after  16-years  of  no  growth, 
popped  250%.  The  asset  value  of  American  households  and  busi- 
nesses grew  by  $17  trillion.  All  this  while  winning  the  Cold  War. 

•  "When  the  inevitable  recession  arrived  ..."  The  1990  recession 
occurred  under  George  H  W.  Bush,  not  Reagan,  and  Bush  helped 


bring  it  on  by  raising  taxes  after  he  had  promised  not  to.  Putting 
that  aside,  name  any  two-term  presidency  since  WWI  that  hasn't 
suffered  a  recession  or,  like  Clinton's,  handed  one  off  to  the  next 
guy.  I  can't  think  of  one. 

•  "Similarly,  if  a  sense  of  entrepreneurship  means  having  confidence  in 
the  talents  of  American  business  leaders,  that  didn't  happen  in  the 
1 980s."  What  an  odd  statement!  Silicon  Valley  and  Route  128  didn't 
boom  in  the  1980s?  The  personal  computer  revolution  didn't  hap- 
pen? Microsoft  and  Oracle  didn't  go  public?  Dell  and  Cisco  weren't 
founded?  What  on  Earth  is  Krugman  talking  about? 

•  "I'm  not  sure  what  dynamism  means,  but  if  it  means  productivity 
growth,  there  wasn't  any  resurgence  in  the  Reagan  years'.'  Well, 
professor  Krugman,  before  productivity  can  boom,  there  must  be 
capital  investment  in  entrepreneurs  who  create  new  technologies. 
That's  what  happened  during  the  1980s — the  foundation  was  poured. 
The  productivity  boom  of  the  late  1990s  and  early  2000s  was  built 
on  the  digital  technologies  that  blossomed  in  the  1980s.  Anyone 
who  studies  the  ways  in  which  technology  gooses  productivity  will 
quickly  learn  that  there's  always  such  a  lag.  Mechanical  looms,  steam- 
powered  locomotives,  gasoline  engines,  electric  motors . . .  none  had 
an  instant  effect  on  productivity.  It  takes  years  to  integrate  radical 
new  technologies  into  an  economy.  Krugman  surely  knows  this. 

Now  let's  put  a  question  to  Paul  Krugman:  If  the  Reagan  Rev- 
olution was  a  "one-hit  wonder,"  why  is  it  that  so  many  other 
countries  around  the  world  are  moving  as  fast  as  they  can  toward 
and  not  away  from  Reaganomics? 

Are  Hong  Kong's  low  tax  rate  or  its  version  of  a  flat  tax  delu- 
sional? Is  the  Irish  miracle — Ireland  now  has  a  greater  per  capita 
income  than  its  former  oppressor,  England — only  a  mirage?  Is  Chinas 
shift  toward  a  form  of  capitalism  not  yielding  spectacular  results? 

What  doesn't  Krugman  see? 


Missing  in  Action 


NO  PRESIDENTIAL  CANDIDATE  IS  COURTING  SMALL  BUSINESS! 
What  a  mistake.  Half  of  America's  employees  and  two-thirds  of 
new  jobs  come  from  small  business.  The  home-office  business 
category  is  sure  to  boom  as  aging  boomers  look  for  new  income. 

John  McCain  has  mixed  appeal  for  small  business.  He's  for  free 
trade  and  against  Internet  taxation.  But  he  opposed  the  Bush  tax 
cuts,  and  he's  for  higher  energy  costs  by  way  of  his  opposition  to 
opening  Alaska  up  to  more  drilling.  The  populist  Mike  Huckabee 
is  a  natural  small-business  candidate.  But  while  his  rants  against 
Wall  Street  might  help  Huck  with  small  business,  his  rants  against 
■  greed  doom  him.  Most  small-business  owners  work  like  madmen 
to  achieve  their  dreams.  They  don't  think  of  themselves  as  greedy 
Mitt  Romney  appeals  to  the  sort  of  investors  and  people  who  run 


high-tech,  venture-capital-backed  businesses.  That's  the  thin 
upper  crust  of  small  business,  too  small  to  matter  as  a  voting  bloc. 

The  Democrats  are  completely  missing  in  action.  Bill 
Richardson  was  the  only  one  who  came  close  to  understanding 
the  needs  of  small  business,  and  he's  out.  Hillary  Clinton  and 
Barack  Obama  undoubtedly  think  they  can  win  the  presidency 
without  small-business  support.  And  maybe  they  can. 

In  1980  big-business  Republicans  supported  John  Connally 
and  George  H  W.  Bush.  Ronald  Reagan  won  the  hearts  and  votes 
of  small  business,  proving,  once  more,  Reagan's  genius.  F 
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Read  Rich  Karlgaard's  daily  blog  at 
http://blogs.forbes.com/digitalrules  or  e-mail  him 
at  publisher@forbes.com. 
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Your  Results  May  Vary 

The  WMA  Nuclear  Energy  Index  is  the  newest  product  of 
S-Network  Global  Indexes,  a  tiny  New  York  outfit  that 
fashions  niche  sector-specific  stock  benchmarks  to  license 
for  use  by  mutual  funds  or  ETFs.  Other  indexes  cover 
water,  gaming,  coal  and  alternative  energy.  S-Network 
President  Joseph  LaCorte,  an  ex-Deutsche  Bank  trader, 
says  that  $300  million  is  linked  to  the  indexes.  S-Network 
promotional  material  says  had  it  been  founded  five  years 
ago  with  the  current  66  companies,  the  nuke  index 
would  be  up  364%  to  date.    — We/7  Weinberg  and  W.P.8. 
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Did  We  Say  Fraud? 

The  Securities  &  Exchange  Commission's  2003  civil  lawsuit 

against  Milwaukee's  Heartland  Advisors,  founder  William  J.  Nas- 

govitz  and  eight  others  over  bond  mutual  fund  mispricings  in 

2000  used  "fraud"  or  "fraudulent"  22  times.  But  those  legally 

explosive  words,  which  quickly  found  their  way  into  newspaper 

headlines,  are  nowhere  to  be  found  in  the  text  of  the  SECs  just 

released  administrative  order  settling  virtually  the  entire  case. 

  .      New  language:  a  far  less  culpa- 

Just  sloppy:  William  J.  Nasqovitz.    ,,  .       r«  ,■ 

ble  assertion  of  negligent  con- 
duct"— and  only  five  times  at 
that.  Heartland  and  Nasgovitz 
agreed  to  pay  a  $3.5  million 
penalty — a  fraction  of  an  earlier 
$14  million  class  action  settle- 
ment and  their  huge  legal  bills. 
For  the  SEC  it's  been  a  rough 
slog.  In  dismissing  an  insider 
trading  charge  against  Nas- 
govitz, a  federal  judge  in  2006 
likened  agency  lawyers  intellec- 
tually to  Britney  Spears  and 
accused  them  of  faking  a  quota- 
tion in  a  brief.  An  SEC  lawyer 
denied  to  FORBES  that  the  litiga- 
tion is  winding  down  with  a 
whimper.   — William  P.  Barrett 

Undoubtedly  True 

Since  going  public  in  June,  shares  of  Toronto's  MaxLife  Fund 
Corp.  have  risen  1,000%  to  a  recent  $12.90  for  a  $390  million 
market  cap  (in  U.S.  dollars).  That's  700  times  its  book  value.  Fil- 
ings list  nil  revenues,  losses  and  very  few  employees.  The  two- 
year-old  company  says  it  buys  and  sells  existing  life  insurance 
policies.  A  potentially  controlling  46%  of  the  shares  belong  to  Ita- 
mar  (Eddy)  Cohen  of  Concord,  Ont.  He  also  owns  four-year-old 
investor  relations  firm  Maxwell  Network  Group,  whose  Web  site 
proclaims,  "We  will  work  to  quickly  and  dramatically  increase 


your  stock's  marketability  and  liquidity."  Not  always  with  lasting 
results:  Shares  of  recent  clients  Royal  Spring  Water  and  Red  Rock 
Pictures  Holdings  have  fallen  97%  off  their  2007  peaks.  Cohen, 
46,  tells  FORBES  he's  not  promoting  MaxLife  and  "This  is  not  a 
pump  and  dump."  Why  the  zooming  stock  price?  Says  MaxLife 
boss  Bennett  Kurtz,  "There  are  things  happening."       —  W.P.B. 

A  One-Man  Stimulus  Plan 

The  Internal  Revenue  Service  just  sent  the  Northern  Mariana  Is- 
lands a  $26  million  check  after  conceding  investor  David  Hokin 
really  did  live  there  from  2000  to  2002  before  returning  to  the 
Chicago  area.  As  we  reported  (Apr.  16, 2007),  the  IRS  had  challenged 
Hokin's  residency  claim  in  the  lower-tax  Pacific  archipelago,  demand- 
ing another  $35  million  and,  as  it  turned  out,  withholding  from 
the  U.S.  possession  the  tax  he  did  pay.  A  suddenly  flush  Northern 
Marianas  government  quickly  doled  out  tax  refunds  and  rebates 
among  its  80,000  subjects.  — Janet  Novack 

The  Public  Isn't  Interested  in  Dirt? 

A  federal  court  says  the  National  Security  Archive  can't  get  its 
attorney  fees  paid  despite  winning  a  ruling  entitling  it  to  free 
Defense  Department  searches  for  its  Freedom  of  Information  Act 
requests  often  leading  to  juicy  documents.  The  Washington,  D.C. 
nonprofit  won't  appeal.  Magistrate  Judge  John  M.  Facciola  said 
the  NSA  pressed  the  case  for  "commercial  and  personal  motives" 
rather  than  for  the  public  interest.  — Asher  Hawkins 


^iffereiitJflniLotl^aLPrajaice  

Famed  lawyers  Bill  Lerach  and  Richard  Scruggs  aren't  alone  in  facing  problems  from  their  chosen  calling.— J. N. 


DEFENDANT  LAWYER  !  LOCATION 

CRIMINAL  ALLEGATIONS  INCLUDE ... 

STATUS 

Robert  Arledge  Vicksburg,  Miss. 

submitting  fake  fen-phen  claims 

appealing  conviction  | 

Leonard  Coleman  Charleston,  W.Va. 

embezzling  $193,000  from  own  firm 

33-month  sentence  ; 

;  Mel  Credeur  |  Lafayette,  La. 

lying  to  set  up  plaintiff  bank  lines  of  credit 

41  -month  sentence  | 

Michael  Marsh  Napm'ille,  III. 

taking  legal  retainers  while  disbarred 

3-month  sentence 

David  Olson  j  New  Port  Richey,  Fla. 

stealing  $200,000  from  clients 

awaiting  sentencing 

Gerald  Penovich 

faking  client  car  wrecks  to  collect  insurance  1 8-month  sentence 

Dean  Roupas  |  Burbank,  III. 

bribing  state  tax  auditors  for  referrals 

guilty  plea  likely 

Shelly  Winn  |  Houston,  Tex. 

filing  phony  asylum  claims  for  clients 

pleaded  not  guilty 
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Our  parents  spent  their  working  years 
trying  to  pay  off  their  home  loan. 


Don't  be  like  your  parents.  * 


If  your  home  is  financed  with  the  same  tools 

your  parents  used,  including  today's  mortgages,  you  may 
be  missing  powerful  returns  on  your  money. 

Introducing  the  Home  Ownership  Accelerator.® 

It's  an  innovative  new  home  financing  tool  that  can 
minimize  the  interest  costs  of  owning  your  home  and 
maximize  the  return  on  your  cash.  The  Accelerator  is  the 
first  loan  to  fuse  a  full-featured  sweep  account  to  a  line  of 
credit  secured  by  your  home.  This  combination  results  in 
the  most  powerful  home  finance  tool  available: 

■  YOUR  CASH  FLOW  REDUCES  YOUR  HOME  LOAN  BALANCE, 
MINIMIZING  INTEREST  PAID 

■  YOUR  CASH  REMAINS  ACCESSIBLE,  WITH  FULL  CHECKING  FEATURES 

■  USE  IT  TO  ACCELERATE  PAYOFF,  AS  AN  INVESTMENT  PLATFORM, 
OR  FOR  EQUITY  ACCESS 

Your  traditional  mortgage  is  a  simple  repayment  schedule 
invented  decades  ago.  Your  separate  checking  account 
ignores  the  value  of  cash.  It's  time  for  a  better  option: 
the  new  Home  Ownership  Accelerator. 


*  Discover  the  new  approach. 

See  why  thousands  of  money-savvy 
homeowners  across  the  country  are  saying 
this  is  the  home  finance  tool  of  the  future. 
Visit  us  online  to  learn  more  and  to  connect 
to  a  local  Accelerator-Certified  professional. 

www.cmghome.com/Forbes 


HOME 

OWNERSHIP 
ACCELERATOR0 

Simple.  Flexible.  Effective. 


Home  Ownership  Accelerator  and  the  yellow  flying  house  logo  are  trademarks  ol  CMG  Financial  Services.  Inc  ©  2007  CA  Doc  D415002S  under  CRLA.  Ml  Lie  «FR0989/«SR1689.  MO  OFI  HUD  Exempt,  OH  DFI  »MB5018f»SM342,  OR  ML  Lie  »3000.  TN  DFI  Reg  H2275.  VA  Lie  flMLB-760, 
iA2MBL«0903132 


On  My  Mind 


By  Paul  H.  Rubin,  professor  of  law  and  economics  at  Emory  University  and  former  chief  advertising  economist 

at  the  Federal  Trade  commission  and  chief  economist  at  the  U.S.  Consumer  Product  Safety  commission. 


A  Free  Lunch 


There's  nothing  wrong  with  letting  drug  reps  schmooze  with  doctors. 


WHAT'S  THE  MATTER  WITH 
Americans?  They  think  there  is 
something  incestuous  about  the 
connection  between  drug  compa- 
nies and  doctors. 

Politicians  tell  them  that  the 
drugmakers  wine  and  dine  physi- 
cians while  pushing  the  latest 
antibiotic  or  statin.  Utterly  cor- 
rupted, doctors  impose  those  med- 
ications on  patients,  whether  or 
not  the  drugs  are  better  than 
cheaper  alternatives. 

A  pending  U.S.  Senate  bill 
would  require  drug  companies  to 
report  gifts  to  doctors  of  more 
than  $25;  the  House  is  investigat- 
ing marketing  practices.  New  York 
State's  legislature  plans  to  hold 
hearings  this  year  on  the  relation- 
ship between  doctors  and  drug 
companies.  One  congressional 
critic  has  even  compared  the  drug 

industry  with  the  tobacco  industry,  and  Senator  John  McCain 
has  called  drugmakers  the  "bad  guys." 

What  drugs  are  these  legislators  taking?  Drug  company  reps 
offer  overworked  doctors  useful,  lifesaving  information  in  an 
efficient  manner.  The  drug  companies  are  of  course  motivated  by 
profit,  but  economists  have  known  since  Adam  Smith  that  the 
profit  motive  is  the  best  way  to  induce  someone  to  do  something 
useful.  (Disclosure:  I  consult  for  the  drug  industry  from  time  to 
time,  most  recently  for  Pfizer.) 

Marketing  and  research  are  both  information  activities;  they 
work  together  to  get  effective  drugs  to  patients.  The  two  activities 
are  not  in  competition  for  resources.  The  denouncers  of  drug 
companies  don't  understand  this.  One  of  the  senators  sponsor- 
ing the  bill  suggests  that  "the  millions  of  dollars  these  companies 
spend  on  marketing  . . .  could  be  put  into  research."  In  fact,  drug 
companies  would  not  switch  money  from  marketing  to  research. 
If  they  cannot  market  drugs  in  the  best  way,  they  will  reduce 
spending  on  research.  What's  the  point  of  inventing  a  new  drug  if 
doctors  and  patients  don't  know  about  it? 

Academic  physicians  think  that  doctors  should  obtain  infor- 
mation by  reading  medical  journals.  Practicing  doctors  do  not 
have  time  to  comb  through  the  International  Journal  of  Medical 


If  drug  companies  can't 
market  drugs  efficiently,  they* 
will  cut  research  spending. 


Sciences  or  the  Annals  of  Internal 
Medicine.  A  meal  with  a  pharma- 
ceutical salesperson  is  a  time-effi- 
cient way  for  a  busy  doctor  to  learn 
about  new  drugs,  or  perhaps  a  bet- 
ter therapeutic  alternative,  or  a  drug 
with  easier  dosing  or  fewer  side 
effects  than  the  old  drug.  Physicians 
interact  with  more  than  one  drug 
rep,  so  they  have  competing  sources 
of  information. 

Another  argument  made  by  sup- 
porters of  the  Senate  bill  is  that 
promotion  leads  physicians  "to  pre- 
scribe the  expensive  new  drugs  that 
are  being  marketed  to  them  when  a 
more  affordable  generic  would  do,"  in 
the  words  of  one  senator.  There  are 
three  things  wrong  with  this  argu- 
ment. First,  manufacturers  of  gener- 
ics do  not  promote  those  drugs,  so 
it  might  be  difficult  for  the  physician 
to  learn  about  generics  at  all.  Second, 
new  drugs  lead  to  better  health  outcomes.  They  keep  people  out 
of  the  hospital.  A  2007  study  by  business  professor  Frank  Lichten- 
berg  of  Columbia  University  estimated  that  a  prescription  for  a  new 
drug  (5  years  from  FDA  approval)  costs  an  average  $18  more  than 
an  older  one  (15  years  on  the  market)  but  reduces  other  medical 
costs,  including  hospital  and  office  visits,  by  $129.  Finally,  by  lead- 
ing consumers  to  purchase  newer  drugs,  marketing  increases 
investment  in  innovation  and  thus  makes  research  more  likely. 

A  widely  cited  2000  article  in  the  Journal  of  the  American 
Medical  Association  summarized  29  published  studies  critiquing 
the  interaction  between  doctors  and  drug  reps.  Notable  feature 
of  these  articles,  as  quoted  in  the  summary  paper:  "No  study  used 
patient  outcome  measures."  That  is,  in  all  of  the  medical  litera- 
ture on  drug  sales,  there  was  no  evidence  of  harm  to  patients 
caused  by  doctors  and  drug  reps  breaking  bread.  These  articles 
were  written  by  physicians  who  by  their  oaths  put  patient  welfare 
at  the  top  of  the  list,  but  they  were  critical  of  the  industry  based 
on  analyses  that  totally  ignore  this  measure. 

A  recent  report  shows  that  the  life  expectancy  of  Americans  is 
at  its  highest  level  ever  and  will  continue  to  increase.  It  is  truly  amaz- 
ing that  this  society  keeps  coming  up  with  ways  to  demonize  and 
penalize  an  industry  that  has  provided  us  with  so  many  benefits.  F 
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SHARP 


It's  more  than  an  MFP.  It's  a  portal  to  effortless  growth. 
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The  MX-Series  with  Sharp  OSA™  technology. 


The  MX-Series  is  your  portal  to  a  world  of  information.  Now  you  can  retrieve  documents  from 
your  network  and  search  the  Internet  right  from  the  MFP,  thanks  to  the  revolutionary  Sharp 
OSA  technology.  Sharp  OSA  enabled  MFPs  customize  to  the  way  you  work,  so  they  grow 
with  your  business.  No  wonder  Sharp  MFPs  won  BLI's  "Color  Copier  Line  of  the  Year"  and 
"IT-friendly" award  in  2006. The  MX-Series  is  more  than  a  multifunction  product,  it's  a  multifunction 
portal.  To  learn  how  Sharp  MFPs  can  improve  your  productivity,  visit  sharpusa.com/documents 
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Follow-Through 


JANUARY  30,  2006 

Wobbly  Legg 

Could  it  have  been  the  cover  curse  for  Legg  Mason? 
After  founder  and  chief  Raymond  A.  "Chip"  Mason 
graced  our  magazine,  the  Baltimore  mutual  fund  firm  ' 
hit  two  rough  years.  The  flagship  Legg  Mason  Value 
Trust  lost  6%  in  2007,  and  during  the  year  investors 
pulled  $10.6  billion  out  of  Legg's  equity  mutual  funds 
and  half  a  billion  out  of  money  market  funds.  Its  stock 
now  trades  at  $72,  down  45%  since  our  article.  New  chief  executive  and  long- 
time Legg  veteran  Mark  Fetting,  53,  will  try  to  turn  things  around.  He  is  replac- 
ing Mason,  71,  who  has  been  the  only  chief  of  the  27-year-old  firm.  Legg  has 
followed  other  companies  into  going  market  neutral  to  avoid  losses.  It  just 
launched  its  first  130/30  fund,  a  leveraged  long-short  equity  vehicle  aimed  at 
the  average  investor.  —Michael  Maiello 

JULY  2,  2007 


Stepping  down:  Chip  Ma 


FLASHBACKS 


Shorting  REITs 


Jon  A.  Fosheim,  an  influential  analyst  who  left  his  old  firm  to  start  a  hedge 
fund,  stirred  ire  in  real  estate  circles  when  he  pointed  out  that  REITs  were 
trading  at  hefty  markups  to  their  underlying  property  values.  Fosheim's  Oak 
Hill  REIT  Management  had  gone  "net  short" — two-thirds  of  its  bets  were  set 
to  rise  if  REITs  tumbled.  Fosheim  was  right  on.  REITs  have  returned  negative 
12%  since  our  story  ran.  Companies  that  Fosheim  was  shorting,  like  office 
developer  Cousins  Properties,  industrial  building  owner  First  Industrial  and 
shopping  center  outfit  Kimco,  are  down  15%  to  20%  in  price.  The  exchange- 
traded  fund  called  ProShares  Ultrashort  Real  Estate,  which  rises  when  REITs 
suffer,  is  up  33%.  Fosheim's  own  hedge  fund,  reports  one  of  his  investors, 
finished  up  19%  last  year. 

So  now  that  REITs  are  trading  at  discounts  to  their  underlying  values,  is 
Fosheim  a  bull  again?  No.  He  figures  the  leverage  that  fueled  last  year's  enor- 
mous private  real  estate  purchases  is  drying  up,  so  the  property  values  that 
undergird  REITs  are  due  for  a  tumble.  —Stephane  Fitch 

SEPTEMBER  19,  2005 

The  Best  Team  in  Sports . . .  Sort  Of 

Our  cover  story  about  New  England  Patriots  owner  Robert  Kraft  described 
how  the  wood  and  paper  tycoon  had  bought  a  strug- 
gling franchise  in  1994  and  created  a  winner,  on  and 
off  the  field.  With  their  17- 14  loss  to  the  New  York 
Giants  in  Super  Bowl  XLH,  the  Patriots  failed  in  their 
quest  to  become  the  first  NFL  team  to  complete  a  19-0 
season.  But  off  the  field,  the  winning  continued.  For 
2007,  the  Patriots  hauled  in  $280  million  in  revenue 
(after  league  revenue-sharing  and  revenue  assigned 
to  debt  holders).  The  team  has  sold  out  every  home 
game  for  14  years  straight.  Kraft  has  been  reinvest- 
ing his  winnings  in  Patriot  Place,  a  $350  million  de- 
velopment including  a  mall,  hotel  and  doctors'  offices, 
on  the  land  surrounding  the  stadium.— Monte  Burke 


85  YEARS  AGO  IN  FORBES  |  FEBRUARY  17, 1923 

When  Sears  Was  Young  Earnings  of 

nearly  $5  a  share  in  1922  reveal  the  remark- 
able extent  of  the  improvement  in  the  busi- 
ness of  Sears,  Roebuck  &  Co.  Of  course,  the 
company  owes  much  to  President  Rosenwald 
for  his  personal  purchase  of  real  estate 
holdings  from  the  company  and  his  gift  of  $5 
million  of  common  stock,  which  staved  off 
disaster  in  the  darkest  hour. 

20  YEARS  AGO  IN  FORBES  |  AUGUST  22, 1988 

Moving  Up  at  Societe  Generate  m 

France,  Marc  Vienot,  59,  chairman  of  Societe 
Generale,  France's  fourth-largest  bank  (assets, 
$132  billion),  uses  the  tube  to  sell  his  bank. 
Societe  Generale  was  privatized  in  mid-1987 
after  42  years  of  state  ownership.  Vienot's  big- 
ger rivals  remain  in  government  hands,  and 
chances  are  they  will  stay  that  way  because 
France's  champion  of  privatization,  conservative 
Jacques  Chirac,  lost  his  job  as  prime  minister 
after  recent  elections.  Having  escaped  from  the 
bureaucracy  in  the  nick  of  time,  Vienot's  bank  is 
determined  to  press  its  advantage. 

10  YEARS  AGO  IN  FORBES  |  OCTOBER  19, 1998 

Do  You  Yahoo?  Yahoo  is  the  big  kahuna 
when  it  comes  to  attracting  people  on  the  Inter- 
net. Yahoo.com  is  the  most  visited  site  on  the 
Web.  Yahoo  is  something  like  a  department 
store.  Once  logged  in  you  can  find  and  buy  just 
about  anything  there.  Yahoo  Travel,  Yahoo  Real 
Estate,  Yahoo  TV  Coverage,  Yahoo  Finance,  and 
more  than  50  other  specialized  areas  are  now 
offered. 
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Cameron  Sinclair 

Architecture  for  Humanity 

It  began  with  $700  and  a  laptop  computer.  Today,  Architecture  for  Humanity  is  a  worldwide 
network  of  pro  bono  architects  and  design  professionals  dedicated  to  helping  communities 
in  need.  From  India  to  Tanzania  to  the  Gulf  Coast,  their  sustainable  design  practices  are 
touching  lives  and  rebuilding  communities  in  environmentally  responsible  ways. 


ustainable  environments  begin  with  sustainable  communities.  By  helping  people.  And  by  helping  the  planet.  Visit  BeAGreenGiant.com 
and  read  about  what  GreenGiants  like  Cameron  Sinclair  are  doing  around  the  world.  Share  a  story.  Or  learn  how  you  can  become  a 
3reenGiant.  Sustainability  for  the  earth  and  the  people  that  live  in  it.  That's  the  difference  between  just  being  "green"  and  being  a  GreenGianl 


BeAGreenGiant 


A  Pewter  Lining 

CHEER  UP.  THERE'S  A  BRIGHT  SPOT  IN 
the  gloom — a  revival  in  the  once  mori- 
bund mill  towns  of  Connecticut,  thanks 
to  the  low  dollar  and  high  technology. 
Despite  signs  of  a  weakening  U.S.  econ- 
omy, aerospace  component  manufacturers  are 
working  flat  out,  machining  turbine  compressor 
blades,  high-speed  bearings  and  other  parts  for  jet- 
engine  and  aircraftmakers. 

The  biggest  constraint  seems  to  be  the  supply  of 
$60,000-a-year  machinists.  "Three  years  ago  everybody  was 
scared  and  not  knowing  what  would  happen  tomorrow,"  says 
Allen  Samuel,  executive  director  of  the  55-member  Aerospace 
Components  Manufacturers  trade  association  in  Rocky  Hill, 
Conn.  Now,  "they're  all  busy  and  have  very  good  backlogs,  and 
probably  could  take  on  more  work  if  not  for  not  having  enough 
employees." 

There  are  signs  of  life  nationwide.  Aerospace,  medical  equipment, 
electronics,  even  pockets  of  the  plastics  and  rubber  products  indus- 
try are  still  growing,  says  the  National  Association  of  Manufactur- 


Jet  propulsion:  a  GE  worker  fine-tuning  an  engine  on  the  aviation  assembly  line. 


ers.  Will  they  continue  to  chug  along  in  a  recession?  For  2008  Moody's 
Economy.com  is  predicting  strong  revenue  growth  in  aerospace 
( 10.2%),  computers  (5.5%)  and  medical  supplies  (12.6%).  Most  growth 
sectors  have  strong  exports — given  a  boost  by  the  weak  greenback — 
but  they  also  tend  to  require  capital  and  skilled  labor  that 
developing-nation  manufacturers  can't  muster. 

"We  got  the  largest  order  in  our  company's  history  from  China 
last  year,"  says  Stewart  McMillan,  chief  executive  of  Task  Force 
Tips,  a  175-employee  firm  in  Valparaiso,  Ind.  that  makes  firefight- 
ing  equipment,  including  $1,000  variable-spray  nozzles.  McMillan 
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says  his  lines  have  been  copied  by  Chinese,  Indian  and  British 
companies,  but  nonetheless  the  company  won  an  order  equal  to 
10%  of  last  year's  revenue  from  Sinopec,  the  state-owned  Chinese 
oil  company.  Why  did  Sinopec  buy  American?  "Peoples  lives 
depend  on  it  working  properly,"  McMillan  says. 

Computers  and  software — a.k.a.  information  technology — 
should  maintain  5%  to  6%  global  growth  this  year  despite  the  U.S. 
slowdown,  reports  market  research  firm  IDC.  Domestic  compa- 

Made  in  the  Shade 


Some  industries  kept  growing  in  the  fourth  quarter  of  2007, 
despite  the  general  slowdown.  Will  they  power  through  in 
the  event  of  a  recession? 


Source:  National  Association  of  Manufacturers. 
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nies  may  delay  buying  new  PCs  and  other  hardware,  says  IDC 
analyst  Stephen  Minton,  but  they'll  keep  spending  on  so-called 
virtualization  software  from  VMware  and  others  that  increases  the 
efficiency  of  servers. 

Exports  are  still  growing.  Countries  outside  of  North  Amer- 
ica, western  Europe  and  Japan  now  account  for  21%  of  tech 
spending,  more  than  double  the  level  in  2000,  Minton  says. 
Demand  is  particularly  strong  for  networking  equipment  from 
companies  like  Cisco  Systems  that  forms  the  backbone  of  mod- 
ern digital  communications  systems.  "We  excel  at  things  that 
require  capital  and  skill,"  says  Peter  Schott,  an  expert  on  interna- 
tional trade  at  the  Yale  School  of  Management.  "That  was  autos 
for  a  long  time,  then  it  changed  into  pharmaceuticals  and  then 
into  biotech  and  software." 

Schotts  research  shows  that  China  has  invaded  a  wide  variety 
of  industries,  but  its  products  sell  at  a  discount  to  those  made  in  Eu- 
rope and  other  developed  economies,  suggesting  that  higher-wage 
manufacturers  must  offer  features  or  technology  that  can  command 
a  higher  price.  Otherwise,  Schott  says,  "they  wouldn't  survive." 

The  aerospace  industry  is  one  of  those  survivors.  Aerospace 
production  grew  at  a  seasonally  adjusted  rate  of  5.8%  in  the  fourth 
quarter  while  overall  U.S.  manufacturing  shrank  1.9%,  according 
to  the  Federal  Reserve  and  the  Department  of  Labor.  Steady 
demand  from  the  military  and  from  Boeing  for  its  787  Dream- 
liner,  with  841  firm  orders,  should  keep  the  fires  going. 

— Daniel  Fisher 
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Cranking  Up  the  Volume 

One  reason  medical  costs  are  getting  way  out  of  control:  GE  employs  too  many 

good  salesmen  |  By  David  Whelan 

R 


ADIOLOGIST  DAVID  GRUEN 
used  to  spend  millions  of  dollars 
to  replace  his  General  Electric 
MR]  and  CT  scanners  every  three 
years.  It  was  money  well  spent  be- 


cause the  machines  were  always  busy.  But  a 
year  ago  Medicare  cut  the  price  it  pays  for 
imaging,  so  Gruen  gets  paid  15%  to  50%  less 
for  each  order,  depending  on  the  type  of  scan. 
Health  insurers  got  wise,  too,  and  started  im- 


posing a  48-hour  review  on  imaging  orders. 
The  doctor  hired  clerks  to  battle  the  HMOs, 
but  his  office  volume  was  flat  last  year,  down 
from  10%  growth  in  prior  years.  Gruen  was 
forced  to  take  a  20%  salary  cut.  Now  his  Nor- 
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walk,  Conn,  practice  is  holding  off  on  buy- 
ing new  machines  and  stretching  the  old  ma- 
chines' life  span  to  five  years.  "We  really  do 
face  a  crisis,"  he  says. 

Our  sympathies.  But  what's  bad  for  the 
radiologist  and  all  the  big  companies  sell- 
ing him  new  equipment — General  Electric, 
Siemens  and  Philips — is  good  for  everyone 
who  foots  the  bill.  Imaging  accounts  for  only 
5%  of  the  $2  trillion  in  U.S.  medical  spend- 
ing, but  it  has  been  the  fastest-growing  com- 
ponent of  health  care  inflation  in  recent 
years,  climbing  20%  annually  until  last  year. 
Scans  (excluding  old-fashioned  X  rays)  per 


thousand  insured  people  went  from  85  to 
234  in  the  U.S.  since  1999  (see  chart).  Con- 
sumers demanded  scans  whenever  they 
ached,  and  doctors  went  along,  sometimes 
out  of  fear  of  lawsuits.  Expensive  fact:  Pitts- 
burgh has  more  MRI  machines  than  Canada. 

Now  comes  a  scientific  backlash  to  the 
imaging  boom.  A  recent  study  by  two 
Columbia  University  researchers  in  the  New 
England  Journal  of  Medicine  argued  that  the 
overuse  of  CT  scanning  is  adding  up  to  dan- 
gerous levels  of  radiation  exposure,  especially 
in  kids.  Another  risk  is  needless  panic.  A 
study  from  the  National  Institutes  of  Health 
found  that  17%  of  patients  getting  tested  for 
cancer  had  at  least  one  false  positive  chest  X 
ray  over  a  four-year  period,  and  8%  of 
women  had  at  least  one  false  positive  ultra- 
sound for  ovarian  cancer. 

Caught  in  the  middle  is  GE  s  medical  di- 
vision, the  old  home  of  current  chief  Jeffrey 
Immelt  and  the  biggest  seller  of  X-ray,  MRI, 
ultrasound  and  CT-scanning  equipment  in 
the  world.  GE  Healthcare  was  once  the  com- 
pany's star,  rising  from  $4  billion  to  $16  bil- 
lion in  sales  over  the  last  decade.  Its  profits 
grew  faster  than  those  from  NBC,  GE  Money 
or  the  conglomerate's  other  divisions  from 
2001  to  2006,  its  best  year  ever.  But  GE  Health- 
cares  profits  clipped  4%  last  year,  and  2008, 
according  to  Immelts  recent  earnings  call,  is 
going  to  be  a  "turnaround 
year"  The  stock  is  lower  than 
when  Jack  Welch  was  boss. 

GE  is  a  victim  of  its  own 
success,  having  made  doctors 
and  patients  scan-happy  for 
years.  A  TV  spot  four  years 
ago  showed  a  baby  in  utero 
sucking  her  thumb,  none- 
too-subdy  nudging  expec- 
tant mothers  to  demand 
upgrades  to  GEs  "4-D"  ultra- 
sounds. In  2005  GE  debuted 
its  $1.6  million  64-slice  CT 
machine,  with  a  TV  ad  com- 
paring its  images  of  the  heart 
to  the  beauty  of  a  Michelan- 
gelo. Cardiologists  ordered 


Scanflation 

FYivate  pay  patients 
have  an  insatiable 
appetite  for  MRIs,  CTs 
and  other  high-tech 
imaging  procedures. 
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500  in  the  first  year. 

GEs  sales  and  marketing  people  labored 
to  create  new  markets  beyond  radiology 
practices  and  hospitals.  It  pitches  its  mini 
ultrasound  machines  as  the  "new  stetho- 
scope" for  general  practitioners  to  check  for 
coronary  artery  disease.  It  markets  brain 
scanning  equipment  to  neurologists  for 
imaging  Alzheimer's  suspects.  A  similar  sys- 
tem, targeted  at  oncologists,  detects  blad- 
der tumors.  "I've  had  GE  reps  apologize  to 
me  for  selling  to  cardiologists  and  ortho- 
pedists," says  radiologist  Gruen. 

But  the  party  had  gone  on  too  long.  In 
2005  Congress  tried  to  rope  in  runaway 
Medicare  costs  by  dramatically  cutting  im- 
aging payments  in  outpatient  settings  start- 
ing in  2007.  "This  was  passed  literally  in  the 
wee  hours  of  the  night,"  says  Mark  Vachon, 
GE  s  president  of  global  diagnostic  imaging. 
"The  shock  to  the  system  wasn't  under- 
stood." Two  years  of  GE-led  lobbying  to  roll 
back  the  cuts  was  unsuccessful. 

Private  insurers  also  started  pricking  the 
imaging  bubble.  Companies  like  CareCore 
Radiology,  American  Imaging  Management 
and  National  Imaging  Associates  cropped  up 
to  do  the  dirty  work  of  reviewing  and  reject- 
ing imaging  orders  on  behalf  of  insurance 
companies.  CareCore,  with  40  doctors  on 
staff,  oversees  26  million  patients  through  its 
contracts  with  Aetna  and 
others.  The  company  is  paid 
$3  a  year  per  member. 
CareCore  Chief  Executive 
Donald  Ryan  estimates  that 
18%  of  all  scan  orders  are  re- 
jected and  that  another  6% 
aren't  even  filed  because  of  the 
deterrent  effect. 

CareCore's  research 
shows  a  doctor  who  owns 
his  own  machine  is  four 
times  as  likely  to  order  a 
scan  as  a  doctor  who 
doesn't.  Paul  Danao,  head  of 
business  development  for 
American  Imaging  Manage- 
ment, part  of  insurer  Well- 


Advanced 
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Source:  CareCore. 
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Point,  says  self-referring  doctors  counter  the 
price  cuts  by  Medicare  and  private  payers  by 
trying  to  make  it  up  on  volume. 

GEs  Vachon  says  that  a  lot  of  the  argu- 
ments against  imaging  are  bogus.  The 
American  College  of  Radiology  blasted  the 
Columbia  University  study,  arguing  that 
links  between  CT  scans  and  cancer  have 
never  been  proved.  As  for  the  cost  of  scan- 
ning, Vachon  says  it's  cheaper  to  catch  a  dis- 
ease early.  A  $500  heart  scan  to  check  for 
blocked  arteries  costs  only  a  third  the  price 
of  a  trip  to  the  catheterization  lab.  Vachon 
says  the  instances  of  overutilization  are  ex- 
aggerated. "We  do  not  advise  our  customers 
to  crank  up  volume,"  says  Vachon,  while 
touting  GE  s  latest  models  as  having  the  low- 
est radiation  doses  in  the  industry. 

Besides  sticking  its  hand  out  in  Washing- 


MICRO-HOO 


ton  for  higher  reimbursement  rates,  GE  is 
doing  all  it  can  to  keep  existing  customers. 
GE  now  prices  some  machines  close  to  cost, 
for  the  first  time  offering  an  MRI  system  with 
a  15,000-gauss  magnetic  field  for  under  $1 
million,  says  Robert  Bell,  a  former  GE  scien- 
tist who  advises  imaging  centers  on  purchas- 
ing decisions.  GE  has  spent  $1  million  to  build 
a  Web  site  and  run  a  conference  that  offers 
architectural,  legal  and  financial  advice  to  any- 
one mulling  a  new  imaging  center. 

When  Mark  Grossman,  the  head  of  Jef- 
ferson Radiology,  which  owns  seven  imag- 
ing centers  around  Hartford,  wanted  to  buy 
TV  advertising  from  CBS'  Hartford  affiliate, 
GE  roped  its  NBC  station  there  into  giving 
him  a  better  deal.  The  station  Web  site  also 
plugged  his  radiologists  in  its  "ask  an  expert" 
service.  GE  gave  Grossman  free  market 


research  to  help  him  determine  where  to  sit- 
uate his  next  center.  And  at  a  GE-sponsored 
conference,  Grossman  learned  how  to  use 
direct  mail  to  get  women  to  come  in  and 
get  their  varicose  veins  zapped  away. 

Grossman's  practice,  which  already 
owns  $10  million  worth  of  GE  machines, 
is  negotiating  to  buy  the  mother  of  all 
MRJs,  a  30,000-gauss  magnet  that  would 
cost  $2  million-plus  if  bought.  (That  mag- 
netic field  is  60,000  times  that  of  the 
earth.)  Grossman  plans  to  lease  the  gear 
and  run  it  from  morning  to  night. 

Connecticut  radiologist  Gruen  is  having 
a  harder  slog.  The  $1,200  breast  MRIs,  he 
specializes  in  often  get  denied  by  the  insur- 
ance cost-cutters.  He  thinks  they're  worth  tak- 
ing, even  as  an  out-of-pocket  expense.  "Every 
one  of  our  wives  has  had  one,"  says  Gruen.  F 


With  a  billion  people  on  the  Web, 
though,  the  loss  of  a  few  million  users  is  not 
terribly  worrisome  for  display  advertisers  who 
pay  Yahoo  or  Microsoft  per  eyeball.  But  what 
if  that  erasure  grows  and  grows?  For  the  com- 
bined Microsoft-Yahoo,  which  would  have 
a  third  of  the  display  ad  market,  Adblock  Plus 
cannot  be  a  good  thing.  Google  should  be 
worried,  too.  Intrepid  users  of  Adblock  Plus 
can  set  it  up  to  also  block  the  sponsored 
results  that  make  up  nearly  all  of  Google's 
revenue.  Google  also  plans  to  buy  display  ad 
giant  DoubleClick  for  $3.1  billion. 

Adblock  Plus  is  a  two-year-old  hobby  for 
its  creator,  Wladimir  Palant,  a  28-year-old  pro- 
grammer in  Cologne,  Germany  who  works 
for  navigation  firm  TomTom  International. 
Palant  says  he  isn't  out  to  destroy  the  online 
advertising  market  but  rather  to  make  adver- 
tisers more  creative.  "Blocking  technology 
made  pop-up  ads  basically  extinct,  and  I  don't 
think  anybody  feels  pity  for  them,"  he  says. 

Timothy  Hanlon,  an  executive  at  Denuo, 
the  new-media  arm  of  ad  agency  Publicis 
Groupe,  has  used  Adblock  Plus  and  describes 
it  as  "amazing."  He  believes  it's  a  sign  of  just 
how  tough  reaching  online  audiences  will  be. 
He  says  most  advertisers,  though,  think  of  it 
and  other  TiVo-like  tools  as  "fringe  curiosi- 
ties. "Every  advancement  in  ad  targeting  or 
addressability  will  undoubtedly  be  matched 
tit  for  tat  by  technology  that  seeks  to  neutral- 
ize or  combat  it,"  he  says.  F 


The  Next  Zapper 

Microsoft's  bid  for  Yahoo  is  founded  on  the 
notion  that  people  see  Web  ads.  But  what  if  they 
no  longer  do?  By  Victoria  Barret 


ICROSOFT  IS  SPENDING  $50  BIL- 
lion,  a  sum  equal  to  four  years  of 
its  net  income,  to  make  a  name  for 
itself  in  Web  advertising.  The  $44.6  billion 
hostile  bid  for  Yahoo  on  Feb.  1  follows  only 
nine  months  behind  its  $6  billion  deal  for  ad 
agency  Aquantive.  All  the  Web 
media  players,  Google,  AOL, 
News  Corp.  included,  are  racing 
to  get  big  and  offer  advertisers 
the  broadest  reach  of  viewers. 

But  the  Web  is  a  freewheel- 
ing experiment  in  creative 
destruction,  and  an  itsy-bitsy 
piece  of  software  out  of  Germany 
might  muck  up  the  realm  of 
flashy  display  ads,  an  industry 
on  which  a  Micro-hoo  would 
depend  heavily  for  its  ad  revenue. 

Adblock  Plus  takes  a  minute 
to  install  and  instandy  replaces 
annoying  banner  ads  and  intru- 
sive videos  with  pleasant  white 
space.  It  is  one  of  the  most  pop- 


ular free  downloads  for  Firefox,  the  rival 
browser  to  Microsoft's  Internet  Explorer.  Fire- 
fox  is  used  by  one  out  of  six  Web  surfers 
worldwide.  Three  million  people  are  already 
using  Adblock  Plus,  and  every  three  months 
another  million  join  them. 


Microsof 
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Look  Out  Below 

If  you  get  depressed  easily,  don't  read  this  story. 
Here's  one  sage's  prediction  of  a  long,  deep 
recession  |  By  Robert  Lenzner 


■  T  MAY  BE  TIME  TO  CHRISTEN  A  NEW  DR. 
I  Doom.  The  candidate:  Nouriel  Roubini, 
I  an  economist  at  New  York  University's 
business  school.  He  makes  the  old  Dr. 
Doom,  bond  pessimist  Henry  Kaufman,  look 
like  Dr.  Phil.  No  mincer  of  words,  Roubini 
thinks  a  full-blown  panic  will  scorch  the 
global  economy.  He  recently  laid  out  his  sce- 
nario for  central  bankers  in  Davos  and  had 
them  chewing  it  for  hours. 

He  thinks  the  immediate  spark  will  be  the 
collapse  of  bond  insurers  (MBIA,  Ambac,  FGIC 
and  others).  These  insurers  have  guaranteed 
$72  billion  woith  of  collateralized  debt  obli- 
gations, now  crumbling  in  value  as  housing 
prices  fall. 

Cheerier  sages  see  an  economy  lifting  off 
in  the  second  half,  fueled  by  the  Feds  rate  cuts, 


Un-Real  Estate 


The  commercial  real  estate  market 
has  held  up  pretty  well  so  far  even  as 
the  economy  has  slowed.  Businesses 
are  not  walking  away  from  their 
leases.  The  U.S.  office  vacancy  rate 
at  the  end  of  2007  was  12.4%, 
slightly  below  the  level  the  year 
before,  according  to  real  estate 
services  firm  Colliers  International. 
The  rate  for  industrial  properties 
was  flat  at  8.1%. 

But  the  credit  markets  are  acting 
as  if  the  apocalypse  has  arrived  for 
offices,  warehouses  and  retail.  The 
credit  malaise  that  originated  in  the 
housing  market  has  invaded  the 
world  of  commercial  real  estate. 
Bonds  that  package  loans  for 


and  a  rebound  in  the  shares  of  bond  insur- 
ers. Roubini  says  lower  rates  won't  help.  There 
are  significant  risks  of  insolvency.  Here's  his 
prediction  of  how  it'll  play  out: 


commercial  buildings,  known  as 
commercial  mortgage-backed 
securities,  are  viewed  as  toxic.  Fitch 
Ratings,  which  rates  $450  billion 
CMBS  securities,  says  that  $2.7  billion 
of  those  will  default  this  year.  That's 
twice  the  2007  rate,  yet  still  only  0.6% 
of  the  total 
outstanding. 

Result:  No 
U.S.  bank 
completed  and 
securitized  even 
one  CMBS  deal 
in  all  of  January. 
That's  a 
phenomenon 

not  seen  since       Credit  crunch  victim:  This 


BOND  INSURERS  LOSE  THE  TRIPLE-A 

At  press  time  New  York  State  was  trying  to 
arrange  a  capital  infusion  for  the  bond  insur- 
ers. Roubini  doesn't  think  it'll  work,  and  there's 
no  Plan  B — yet  Lacking  that,  insurers  will  lose 
their  gilt-edged  rating.  Then  the  banks 
(Merrill,  Citi  and  others)  that  paid  them  for 
protection  against  default  of  their  collateral- 
ized debt  obligations  will  face  more  write- 
downs— well  beyond  the  $100  billion  that's 
been  written  down  already.  Financial  losses 
in  subprime  mortgages  could  be  $400  bil- 
lion and  in  the  whole  financial  system  more 
than  $1  trillion.  A  big  bank  might  go  under. 

CONTAGION  SPREADS 

Writedowns  will  begin  percolating  up  from 
subprime  mortgages  to  near-prime  and 
prime  mortgages,  commercial  real  estate,  auto 
loans,  credit  cards,  corporate  buyout  loans, 
corporate  bonds  and  derivatives.  If  leveraged 
banks,  brokers  and  hedge  funds  should  suf- 
fer $200  billion  in  domestic  credit  losses,  they 
would  have  to  pull  back  on  $2  trillion  in  lend- 
ing, according  to  a  Goldman  Sachs  analysis. 
Roubini  says  the  rest  of  the  world  will 
"recouple"  rather  than  decouple,  as  financial 

October  1990,  when  the  U.S. 
economy  was  just  about  to  enter  a 
recession,  says  the  Commercial 
Mortgage  Alert  newsletter. 

Despite  the  low  volume  of 
defaults,  the  plunging  market  value  of 
CMBS  has  forced  a  lot  of  writedowns. 
Wachovia,  the  2007  leader  in  CMBS 
issuance  (with  $24.2  billion),  took 
$1.1  billion  in  writedowns  over  the 


New  York  City  tower  goes  back  to  the  bank. 
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losses  spread  to  other  world  capital  markets, 
especially  Europe.  Sovereign  wealth  funds  will 
not  be  large  enough  to  play  savior.  Credit 
spreads  will  keep  widening.  Equities,  hous- 
ing, commodities,  emerging  market  assets 
and  the  dollar  will  get  hurt.  "Cash  is  king  in 
2008,"  says  Roubini. 

A  PROTRACTED  RECESSION  ENSUES 

Roubini  says  the  U.S.  went  into  recession  in 
December  and  will  stay  there  for  at  least  a 
year.  We've  got  excess  inventories  of  unsold 
goods  (consumer  durables,  autos),  a  shopped- 
out  consumer  and  a  growing  weakness  in 
labor  markets  with  no  new  jobs  (net  of  losses) 
and  no  rise  in  real  wages.  Home  prices,  down 
8%  currently,  could  fall  by  20%  to  30%  total 
before  bottoming. 

THE  SHADOW  BANKING  SYSTEM  DIES 

Banks  got  hooked  on  off-balance-sheet  en- 
tities like  structured  investment  vehicles, 
which  Roubini  calls  the  "shadow  banking  sys- 
tem." But  the  shadow  system  has  no  access  to 
the  "lender  of  last  resort"  support  of  central 
banks.  When  the  banks  tire  of  bailing  out  their 
SIVs,  holders  of  SIV  paper  will  have  losses.  F 

last  two  quarters  and  ended  the  year 
with  $7.6  billion  of  the  substance  in 
its  trading  account.  In  January  it 
transferred  most  of  those  securities 
into  a  long-term  investment  portfolio 
where  accounting  rules  don't  require 
the  bank  to  mark  its  holdings  to 
market.  Do  you  suppose  it's  worried 
about  something? 

Victims  are  multiplying.  Because 
CMBS  issuance  has  dried  up,  New 
York  developer  Harry  Macklowe 
cant  roll  over  the  short-term  loans 
he  took  less  than  a  year  ago  to  buy 
seven  Manhattan  office  buildings 
for  $7  billion.  In  early  February  he 
effectively  handed  over  control  of 
the  buildings  to  his  lender, 
Deutsche  Bank.  As  if  the  bank 
wanted  more  shaky  assets  on  its 
books.  — Michael  Maiello 


The  New  York  Times'  new  agitator  loves  to  brawl, 
even  if  he  ends  up  bloodied  |  By  Evan  Hessei 


WHEN  HEDGE  FUND  MANAGER 
Philip  Falcone  announced  in 
January  that  he  aimed  to 
shake  up  the  New  York  Times  Co.,  the 
publisher's  bosses  reacted  with  trade- 
mark nonchalance.  Chief  Executive 
Janet  Robinson  ignored  analysts'  ques- 
tions about  Falcone,  declining  to  address 
his  call  for  more  Internet  investment  or 
even  whether  she  would  meet  with  him. 

Perhaps  the  Times  Co.  can  afford  to  be 
flippant.  It  has  a  dual  stock  structure  that 
gives  the  family  of  publisher  Arthur  Sulz- 
berger Jr.  control  of  the  board  of  directors. 
As  its  stock  has  slid  from  its  2004  high  of 
$47  to  a  recent  $18,  the  Times  has  ignored 
the  moans  of  long-suffering  investors.  A 
Morgan  Stanley  portfolio  manager  dumped 
his  7%  stake  in  October  after  failing  to  in- 
stigate a  revamping  of  the  company. 

But  45-year-old  Falcone,  who  con- 
trols the  $18  billion  Harbinger  Capital 
Partners  pair  of  funds,  is  a  different  kind 
of  agitator.  Falcone  has  a  long  record  of 
buying  into  troubled  firms  and  then 
relentlessly  pushing  for  change  despite  the 
odds.  Falcone,  who  declined  comment, 
loses  some  fights,  and  occasionally  his 
investors'  money,  but  relishes  going  after 


managers  he  deems  inept  or  corrupt. 

In  2005  Falcone's  fund  purchased,  at 
a  30%  discount  to  their  par  value,  bonds 
issued  by  a  Canadian  subsidiary  of 
power  generator  Calpine  after  the  com- 
pany said  it  was  selling  off  some  power 
plants.  Despite  knowing  about  the  sale, 
Falcone  issued  a  press  release  question- 
ing Calpine's  solvency  and  ability  to  pay 
interest  on  the  paper,  sparking  a  selloff 
in  Calpine's  stock.  The  bonds,  however, 
have  gained  80%. 

In  2006,  armed  with  a  20%  stake,  Fal- 
cone pushed  utility  Northwestern  Corp.  to 
sell  itself  at  an  11%  premium  to  its  stock 
price.  Northwestern's  board  refused  and 
enacted  a  poison  pill.  Falcone  responded 
by  threatening  to  hold  a  shareholder  ref- 
erendum. Weeks  later  Northwestern 
agreed  to  a  better  offer  from  Babcock  & 
Brown  of  Australia.  Regulators  later 
blocked  that  deal,  but  not  before  Falcone 
unloaded  most  of  his  position. 

Falcone  made  a  daring  bet  on  Gran- 
ite Broadcasting,  buying  up  $100  million 
in  par  value  of  preferred  stock  (at  a  75% 
discount)  just  before  the  TV  station 
owner  filed  for  bankruptcy  last  year. 
When  Granite  tried  to  reorganize  with 
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loans  from  another  hedge  fund,  Falcone 
sued,  alleging  in  court  that  the  broad- 
casters boss  demanded  a  $16  million  pay- 
out to  do  the  deal.  At  Falcone's  urging  the 
court  appointed  an  examiner  to  look  into 
the  matter  but  ultimately  ruled  against 
him,  wiping  out  most  of  his  investment. 

Raised  in  tiny  Chisholm,  Minn.,  the 
youngest  of  nine  kids,  Falcone  went  as  an 
undergrad  to  Harvard,  where  he  started  as 
a  center  on  the  hockey  team.  "He  was  qui- 
etly aggressive"  and  could  "see  a  few  plays 
ahead,"  remembers  one  teammate.  After 

FILL  IT  UP 


school  he  traded  junk  bonds  at  Kidder, 
Peabody  and  worked  his  way  up  to  running 
high-yield  trading  at  Barclays. 

In  2001  he  joined  Harbert  Management 
Corp.,  a  money  manager  in  Birmingham, 
Ala.,  and  launched  its  hedge  fund  arm.  He 
invested  largely  under  the  radar  until  last 
year,  when  he  bet  big  against  subprime  mort- 
gages by  buying  credit  default  swaps  and 
earned  a  reported  $1.5  billion  paycheck. 

As  Falcone  prepares  for  his  seemingly 
quixotic  assault  on  the  Times,  adversaries 
Sulzberger  and  Robinson  should  study 


his  previous  battle  with  software  maker 
Openwave.  Falcone  amassed  an  11% 
stake  in  2006  as  the  outfit  was  struggling 
to  boost  growth.  He  pushed  for  two  seats 
on  the  board,  and  when  Openwave's  boss, 
Silicon  Valley  veteran  David  Peter- 
schmidt,  offered  only  one,  Falcone  sued 
in  Delaware  chancery  court. 

The  court  ultimately  ruled  against  Fal- 
cone, and  he  ended  up  liquidating  his  po- 
sition for  a  $15  million  loss.  Peterschmidt's 
fate:  He  was  among  the  20%  of  Openwave's 
workers  who  lost  their  jobs.  F 


Big  Gulpers 

For  auto  buyers  there  are  the  somewhat  important 

things,  like  fuel  economy,  and  then  the  really 
important  things,  like  cup  holders  |  By  Joann  Muller 

Fuel  economy  is  clearly  moving  up  the  list  of  concerns  that  consumers  consider  when  shop- 
ping for  cars.  General  Motors  says  buyers  now  rate  fuel  economy  as  third  among  reasons 
to  buy  a  GM  vehicle  (behind  styling  and  value).  Four  years  ago  it  wasn't  even  in  the  top 
ten.  But  it  seems  you  still  can't  beat  lots  of  cup  holders  to  move  the  metal.  CNW  Marketing 
Research  says  interior  conveniences  like  heated  seats  and  cup  holders  are  higher  in  priority  (73%) 
for  shoppers  than  fuel  efficiency  (67%).  MIKE  J.  JACKSON,  chief  executive  of  AutoNation,  the 
country's  largest  public  dealer  network,  with  322  stores  in  16  states,  sees  this  all  the  time.  And 
he  says  consumers  may  talk  fuel  efficiency,  but  they  don't  necessarily  buy  it.  He  spoke  to  FORBES. 


Do  people  really  care  about  fuel  economy? 

They  do  care.  They  just  don't  want  to  pay 
for  it,  and  they  don't  want  to  give  up  any- 
thing they  have — horsepower,  speed  and 
size.  When  they  come  in  for  the  moment 
of  truth  to  write  the  check,  fuel  efficiency  is 
not  winning.  Look  Gas  is  $3,  everyone's  talk- 
ing about  hybrids,  there's  a  huge  social  re- 
sponsibility discussion  going  on.  And  yet 
overall  fuel  economy  improved  by  just  half 
a  mile  per  gallon  on  vehicles  sold  in  the  last 
1 2  months. 

Why  aren't  they  willing  to  make  the 
tradeoffs? 

Consumers  are  very  comfortable  with  size. 

Vehicles  are  30%  heavier  than  they  were  ten 

years  ago.  The  idea  that  we're  all  going  to  go 

down  to  smaller  cars  to  get  better  fuel 

economy  is  a  bit  naive. 

But  sales  of  pickups  and  sport  utilities  are 

tanking. 


Pickup  truck  sales  are  down  because  of  the 
collapse  of  the  housing  industry.  Truck-based 
SUVs  are  migrating  to  car-based  utilities 
[crossovers].  They're  smoother,  more  comfort- 
able and  offer  a  few  miles  per  gallon  better 


fuel  economy.  It's  not  a  structural  shift  based 
on  fuel  economy;  its  a  better  consumer 
solution. 

So  what  would  it  take  to  get  consumers 
to  consume  less  fuel? 

The  only  way  to  do  it  is  to  increase  the  price 
of  gasoline — give  them  an  economic  incen- 
tive to  buy  a  more  fuel-efficient  vehicle.  Sixty 
percent  of  consumers  [consider]  hybrids.  Two 
percent  buy  one.  What  happened?  They  lit- 
erally take  the  back  of  an  envelope  and  say, 
"A  hybrid  costs  X,  gas  costs  X,  it'll  take  ten 
years  to  get  my  money  back.  Show  me  some- 
thing else." 

You're  talking  about  a  gas  tax? 

We  would  need  $6  gas  today  for  the  con- 
sumer to  have  the  psyche  that  existed  in 
1980.  We're  going  to  add  $5,000  to  $7,000 
per  vehicle  to  meet  these  new  regulatory  fuel 
economy  standards.  Will  the  consumer 
pay  for  it?  If  gasoline  is  cheap,  they'll  just  buy 


a  used  car  for  less  money. 
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BEAUTY  CONTEST 


A COUPLE  OF  DECADES  AGO,  AS  I  RECALL,  A  PRES- 
ident  of  the  Ford  Motor  Co.  went  to  his  design  stu- 
dio to  look  at  a  new  car.  "Is  this  the  best  you  can 
do?"  he  asked.  "Would  you  want  this  in  your 
driveway?"  As  the  story  goes,  the  designers  went 
to  work  with  a  new  enthusiasm  and  freedom,  which  led  to  the 
future  Taurus,  America's  bestselling  car  from  1992  through  1996. 

Maybe  auto  presidents 
are  visiting  designers  again, 
because  we  are  beginning  to 
see  some  good-looking  cars. 
Couldn't  come  soon  enough. 
I  remember  the  great  days  of 
design,  the  1950s  and  1960s, 
when  we  threw  away  the  square  corners  and  made  cars  longer, 
lower  and  wider,  added  fins,  took  out  the  center  pillar  between  the 
front  and  rear  doors  and  came  up  with  the  "hardtop  convertible," 
chromed  everything  in  sight,  opened  up  the  wheel  wells  and 
made  them  look  fast. 

I  wouldn't  blame  today's  boring  vehicles  on  the  designers  alone. 
As  buyers  we've  turned  terribly  practical.  We  like  to  buy  sport  util- 
ity vehicles  and  especially  the  "crossover"  types  that  are  built  on  car 
rather  than  truck  chassis.  They're  all  basically  "two  box"  designs, 
meaning  one  box  is  the  engine  compartment  and  the  other  box  is 
the  rest  of  the  vehicle.  They  allow  us  to  sit  high  so  we  can  see  the 
road  and  some  give  us  three  rows  of  seats  and  plenty  of  room  for 
cargo.  Practical,  yes,  but  the  boxes  are  hard  on  design.  Styling  mas- 
ters haven't  been  able  to  do  much  with  minivans  and  pickup  trucks, 
either,  although  in  1994  Dodge  put  a  Mack- truck-like  front  end  on 
its  Ram  pickup,  and  it's  been  a  hit  since. 

But  good  looks  are  coming  back,  as  evidenced  at  the  recent 
Detroit  auto  show.  The  most  beautiful  car  was  the  Volkswagen 
Passat  CC,  a  sloping  four-door  sedan.  They  think  of  it  as  a 
"coupe"  because  it  looks  so  much  like  a  two-door.  GM  showed 
an  off-roader  concept,  a  challenger  to  the  old  Jeep  Wrangler, 
called  the  Hummer  HX  Concept,  that  was  sooo  hot. 
The  Cadillac  CTS  coupe,  which  will  be  in  production 
in  a  couple  of  years,  is  another  beauty.  We  all  know 


about  the  crisp  good  looks  of  the  new  Chevrolet  Malibu. 

Toyota  has  a  new,  fine-looking  crossover,  or  station  wagon, 
whatever  you  call  it,  named  the  Venza,  to  go  into  production  this 
fall.  It  will  sell.  Ask  yourself  if  the  Toyota  Prius  hybrid  would  be  such 
a  hot  seller  if  it  looked  like  a  traditional  boring  small  car. 

Even  the  pickup  is  getting  some  fresh  thinking.  Toyota  showed 
a  concept  pickup  (called  A-BAT  for  Advanced  Breakthrough  Aero 
Truck)  that  was  supersleek  and  small.  I'm  not  sure  there's  a  market 
for  a  stylish  pickup,  but  if  there  is,  Toyota  will  get  a  nice  piece  of  it. 
Until  recently  we  thought  Japanese  design  was  boring.  We  called 
Japanese  cars  appliances.  Not  anymore.  Nissan's 
lovely  Altima  sedan  (since  2007)  and  Murano 
SUV  (2004)  were  leaders  in  the  company's 
recovery. 

Is  there  proof  that  design  makes  such  a 
difference?  The  Ford  Escape  and  Honda  CR-V  are 
small  SUVs.  The  Escape  has 
inched  up  in  annual  sales  over 
the  past  six  years  from  164,000 
to  166,000.  The  Escape  today 
looks  like,  well,  an  Escape,  not 
much  different  from  the  old 
model.  The  CR-V  became 
sleek  It  went  from  1 18,000  to 
219,000.  Design  is  not  the  only  reason  for  its  gains.  But  I'm  sure  it 
plays  a  good  part  in  the  Honda's  sales  lead. 

Even  a  very  good  design  needs  tweaking  from  time  to  time  or 
people  get  bored.  Remember  how  great  looks  from  Chrysler— the 
sleek  cab-forward  sedans  (meaning  the  passenger  compartment  was 

moved  forward),  then  the  PT  Cruiser, 
then  the  Chrysler  300 — excited  buy- 
ers? Sales  began  falling  as  the  excite- 
ment faded  away  We  never  know  for 
sure  which  flashy  design  is  really 
good  and  which  is  just  flash.  Take 
the  new  BMW  X6,  which  seems  to 
be  a  sport  utility  all-wheel-drive  car 
in  a  fairly  sleek  fastback  body.  Do 
people  want  an  SUV  that  looks  so  much  like  a  car?  We'll  find  out. 
Ford  has  a  new  vehicle  due  in  a  few  months  called  the  Flex.  It's  for 
folks  who  want  diem  big  and  roomy  but  don't  want  minivans.  It's  a 
new  look,  squarish  but  different.  Do  people  want  something  like  this? 
We'll  find  out. 

Still,  carmakers  are  churning  out  many  vehicles  without  much 
style.  Coming  this  year  there's  a  new  Pontiac  G8,  which,  to  me,  looks 
decades  old.  The  new  Honda  Pilot  is  another  square  crossover. 

If  the  American  industry  is  to  survive,  it  will  have  to  rely  on 
design  as  never  before.  There  are  signs  of  change,  especially  at 
General  Motors.  It's  time  for  the  president  of  each  company  to  go 
down  to  the  design  studios  and  ask  the  people  there  if  they  would 
want  those  vehicles  in  their  own  driveways.  F 


Hummer  HX  concept  (top),  VW 
Passat  CC  and  Cadillac  CTS  coupe. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1 958.  Visit  his  home  page  at  www.forbes.com/flint. 
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Steps  To 


Congress  just  keeps  creating  new  accounts,  new 
rules  and  new  traps  By  Ashlea  Ebeling 


SAVING  FOR  RETIREMENT  CAN 
be  tough.  We  don't  mean  choos- 
ing between  growth  funds  and 
value  funds.  We  mean  picking 
through  the  rats  nest  of  tax- 
favored  savings  accounts  created  by 
Congress.  Each  has  its  own  limits,  benefits, 
eligibility  rules  and  traps. 

With  Apr.  15  approaching,  you  may 
want  to  open  an  Individual  Retirement 
Account  for  2007.  Which  type?  Do  you 
earn  too  much  to  qualify?  (There  is 
scarcely  a  tax  benefit  on  the  books 
without  a  complicated  phaseout  attached.) 
So  you  download  the  Internal  Revenue 
Service's  108-page  Publication  590  on 
IRAs.  Make  sure  it's  the  latest  version;  since 
1987  Congress  has  made  63  changes  to 
the  rules  for  IRAs  and  401(k)s,  according 
to  a  tally  by  tax  publisher  CCH. 


"It's  just  a  maze,"  laments  Mark  Davis, 
a  45-year-old  materials  engineer  from 
Marshville,  N.C.  During  2007  he 
contributed  the  maximum  $15,500 
allowed  to  his  401(k)  at  ATI  Allvac. 
Recently  he  opened  Roth  IRAs  for  himself 
and  his  wife,  Barbara,  46,  with  the  maxi- 
mum 2008  contribution  of  $5,000  each. 
Davis  is  earning  too  much  to  open  a 
deductible  IRA  for  himself  but  not  too 
much  to  deduct  a  "spousal  IRA"  for  Bar- 
bara, a  homemaker.  He  decided,  however, 
that  since  his  401(k)  is  filled  with  pretax 
money — meaning  they'll  owe  ordinary 
income  tax  on  all  withdrawals  in  retire- 
ment— they  should  hedge  their  tax  bets  by 
opening  a  Roth  for  each  of  them.  Aftertax 
money  goes  into  a  Roth,  and  all 
withdrawals,  after  five  years  and  age  59  lh, 
are  tax  free. 
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Already  retired?  Find  out  how  you  could  raise  your  living  standard  by  trading  in 
your  Social  Security  check  for  a  bigger  one.  Visit  www.forbes.com/retirement. 


Now  Davis  plans  to  read  up  on  the 
new  Roth  option  in  his  401(k)  plan  and 
to  consider  how  best  to  invest  (in  a 
taxable  account)  the  cash  he  got  last  year 
from  selling  stock  options.  Impressive. 
Yet  these  dogged  savers  have  simpler 
choices  than  some  couples.  They  don't 
have  kids,  so  they  don't  need  to  decide 
how  best  to  save  for  college.  And, 
mercifully,  he  doesn't  have  to  figure  out 
Health  Savings  Accounts  because  his 
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employer  doesn't  offer  him  one. 

No  matter  how  complicated  your 
situation,  these  seven  steps,  along  with  the 
table  on  page  42,  should  help  you  tame 
the  savings  account  insanity. 

1GRAB  YOUR  EMPLOYER'S  MATCH.  If 
you're  offered  a  401(k)  at  work,  put  at 
least  enough  of  your  salary  in  it — 
most  commonly  6% — to  qualify  for  the 
full  matching  contribution  from  your 


employer.  If  you  dislike  the  investment 
choices  in  your  401  (k),  hold  your  nose 
and  contribute  anyway;  you  may  be  able 
to  roll  your  money  into  an  IRA  that  gives 
you  more  choice  (see  story,  p.  46).  Decide 
whether  to  contribute  even  more  to  your 
401(k)  after  taking  the  next  two  steps. 

FUND  A  ROTH  IRA.  A  Roth  provides 
both  tax-free  growth  and  an 
escape  hatch  if  you  need  cash. 


After  age  59lA  all  withdrawals  are  tax  free, 
no  matter  what  you  use  them  for.  But 
you  can  take  back  your  original  contri- 
butions at  any  age,  without  paying  taxes 
or  penalty.  Another  advantage:  If  you 
don't  need  the  cash,  you  don't  have  to 
start  draining  a  Roth  after  age  70V2,  as 
you  do  other  IRAs.  "You  control  the 
spigot,"  says  Clifford  Caplan,  a  financial 
planner  in  Norwood,  Mass.  You  can  even 
leave  the  Roth  to  your  children  or  grand- 
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children,  who  can  string  out  tax-free 
growth  and  withdrawals  over  their  own 
projected  life  spans. 

True,  when  you  open  a  Roth  you  forgo 
the  current  tax  deduction  you  could  get  by 
opening  a  deductible  IRA  (if  you're 
eligible)  or  funneling  more  pretax  dollars 
into  your  401  (k).  But  listen  to  the 
Democratic  presidential  candidates  and 
look  at  the  federal  deficit  projections.  The 
looming  prospect  of  higher  tax  rates  is  a 
good  argument  for  a  Roth. 

Think  you're  not  eligible?  Both  eligi- 
bility and  contribution  limits  are  rising; 
for  2008  a  couple  can  contribute  $10,000 
to  Roth  IRAs  ($12,000  if  they're  50  or 
older)  with  up  to  $159,000  in  adjusted 
gross  income.  Note  that  AGI  doesn't 
include  salary  you've  put  in  a  pretax 
401  (k).  If  you  still  earn  too  much,  be  sure 
to  read  step  6. 

BUILD    UP    TAXABLE  ACCOUNTS. 

,  Today's  erratic  stock  markets,  econ- 
omy and  tax  code  bring  home  why 
it's  smart  to  keep  a  chunk  of  your  savings 
in  taxable  accounts.  You  can  always  get 


So  Many  i 


your  hands  on  the  money.  The  accessibil- 
ity of  money  in  tax-sheltered  accounts  is 
contingent  on  your  complying  with  the 
social  engineering  schemes  coming  out  of 
Congress.  (In  this  weird  world,  withdraw- 
ing money  from  an  IRA  to  buy  a  first 
home  is  virtuous,  withdrawing  money  to 
expand  your  business  is  not.) 

You  can  usually  get  a  loan  of  up  to 
$50,000  from  your  401(k),  but  there  are 
gotchas  and  pitfalls.  If  you  lose  your  job 
and  don't  immediately  repay  a  401(k) 
loan,  you'll  owe  a  10%  penalty,  as  well  as 
taxes,  just  when  you're  cash-shy.  In  fact, 
more  than  1  million  taxpayers,  including 
some  very  well-educated  ones,  end  up 
paying  penalties  each  year  for  early 
withdrawals  from  their  retirement 
accounts.  In  January  the  U.S.  Tax  Court 
upheld  a  penalty  against  Shawn  Timothy 
Hynes,  a  University  of  Pennsylvania  law 
school  graduate  who  took  $  1 6,000  out  of 
his  401  (k)  to  tide  him  over  while  he  stud- 
ied for  the  bar  and  waited  to  start  a  job  as 
a  securities  litigator  at  Simpson  Thacher  & 
Bartlett. 

Beyond  flexibility,  there  are — odd  as  it 

lany  Rules  


sounds— tax  advantages  to  taxable 
accounts,  particularly  if  you  hold  the  right 
assets  in  the  right  accounts.  Any  funds 
you  take  out  of  a  pretax  401(k)  or  IRA  are 
taxed  as  ordinary  income,  at  a  current  top 
rate  of  35%.  But  long-term  capital  gams 
realized  in  regular  accounts  are  taxed  at  a 
maximum  15%.  Yes,  Democrats  might 
raise  the  capital  gains  rate.  But  it's  still 
likely  to  be  lower  than  the  top  ordinary 
income  tax  rate.  Moreover,  you  can  har- 
vest capital  losses  from  your  taxable  port- 
folio and  use  them  to  offset  any  gains  you 
want  to  take,  as  well  as  up  to  $3,000  a  year 
in  ordinary  income  (say,  from  salary). 

"Most  investors  ignore  the  asset- 
location  issue.  They  fail  to  recognize  the 
significant  impact  of  placing  the  right 
assets  in  the  right  buckets,"  says  John 
Nersesian  of  Nuveen  Investments'  Wealth 
Management  Services.  General  advice: 
Use  taxable  accounts  to  hold  individual 
stocks  (these  present  better  opportunities 
for  loss  harvesting)  and  index  funds  or 
exchange-traded  index  funds  that  don't 
throw  off  much  taxable  income.  Put  your 
assets  with  the  highest  growth  potential  in 


Here  are  some  of  the  accounts  Congress  has  created  to  get  you  to  save.  Pay  attention  to  the  traps  as  well  as  the  tax  benefits. 


Account 


PRETAX 
401  (k)1 


ROTH 

401  (k)2 


DEDUCTIBLE 
IRA 


ROTH 
IRA 


Maximum 
contribution 


2008:  $15,500;  $20,500 
if  50  or  older. 


2008:  $15,500;  $20,500 
if  50  or  older. 


2008:  $5,000;  $6,000 
if  50  or  older.3 


2008:  $5,000;  $6,000 
if  50  or  older.3 


Eligibility 


Your  employer  must 
offer  it.  Some  plans 
limit  contributions 
by  higher  earners. 


Your  employer  must 
offer  it.  No  income 
limits.  Contribution  limit 
combined  with 
pretax  401  (k). 


Singles'  eligibility  phases 
out  above  $53,000, 
couples'  above  $85,000, 
nonworking  spouse 
above  $159,000."  No 
contributions  after  70)4. 


Singles'  eligibility  phases 
out  above  $101,000; 
couples'  above 
$159,000.5  No  age  limit 
for  contributions,  if  still 
working. 


Highlights 


Pretax  dollars  go  in; 
withdrawals,  usually 
mandatory  after  70>£, 
taxed  as  ordinary 
income. 1  oans  of  up  to 
$50,000  usually  allowed 
against  plan. 


Aftertax  dollars  go  in; 
withdrawals  in 
retirement  are  not 
taxed.  Roll  to  Roth  IRA 
at  retirement  to  avoid 
mandatory  withdrawals. 


Pretax  dollars  go  in;  all 
withdrawals,  mandatory 
after  70^,  taxed  as' 
ordinary  income. 
Penalty-free  early  with- 
drawals for  first-home 
and  college  expenses. 


Aftertax  dollars  go  in; 
withdrawals  in 
retirement  are  not  taxed 
and  are  not  mandatory. 
Can  withdraw  original 
contributions  anytime 
without  tax  or  penalty. 


'Similar  rules  apply  to  403(b)  accounts  for  employees  of  nonprofits  and  457  accounts  for  government  employees.  'Similar  rules  apply  to  403(b)  accounts  for  employees  of  nonprofits. 
'Single  contribution  limit  for  all  IRAs  For  2007,  maximum  is  $4,000,  or  $5,000  if  50  or  older.  4For  2007,  phaseout  begins  at  $52,000  for  singles,  $83,000  for  couples  and  $156,000  of  family 
income  for  nonworking  spouses  No  phaseout  for  couples  without  any  workplace  retirement  plans.  sFor  2007,  phaseout  begins  at  $99,000  for  singles  and  $156,000  for  couples.  'Added 
$900  contribution  allowed  for  each  participant  55  or  older.  Source.  CCH,  a  Welters  Kluwer  business. 
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a  Roth.  Taxable  bonds  and  REITs  belong  in 
a  pretax  401  (k)  or  IRA;  the  income  they 
generate  is  taxed  at  ordinary  rates  anyway, 
and  this  way  the  tax  is  deferred.  Also  good 
for  your  pretax  401(k)  or  IRA  are  assets 
that  generate  short-term  gains,  which  are 
taxed  at  ordinary  income  rates — stocks 
you  trade  a  lot  and  actively  managed 
small-company  or  international  funds. 

Having  taxable  accounts  also  allows 
you  to  better  control  how  much  taxable 
income  you  recognize  each  year  in  retire- 
ment. Finally,  at  your  death  (at  least  under 
current  law),  assets  held  in  a  taxable 
account  get  a  step-up  in  basis,  meaning 
your  heirs  will  owe  no  capital  gain  tax  on 
appreciation  taking  place  in  your  lifetime. 

4 FATTEN  YOUR  401(k).The  maximum 
annual  employee  contribution  (both 
pretax  and  Roth)  combined  for 
2008  is  $15,500,  with  an  extra  $5,000  allowed 
for  workers  50  and  older.  "It's  stunning  the 
number  of  high-income  people  who  miss 
the  catch-up  provision,"  says  Brian  Jones,  a 
financial  planner  in  Fairfax,  Va. 

About  20%  of  401(k)  plans  now  offer 


the  Roth  401(k)  option,  first  allowed  in 
2006.  As  with  a  Roth  IRA,  aftertax  money 
goes  into  the  Roth  K,  but  money 
withdrawn  in  retirement  isn't  taxed.  A 
Roth  K  makes  sense  if  you're  young  and 
likely  to  be  earning  more  and  paying  tax 
at  a  higher  rate  in  the  future.  Roth  Ks  have 
no  income  limitation. 

A  Roth  isn't  a  good  idea  if  your  com- 
bined federal  and  state  tax  rate  is  likely  to 
decline— say,  if  you're  working  in  high-tax 
New  York  and  plan  to  retire  soon  to  state- 
income-tax-free  Florida. 

Also,  beware  of  tricky  tax  code  inter- 
actions caused  by  all  the  goodies  that  get 
taken  away  as  your  income  rises.  Using  a 
pretax  401(k)  might  reduce  your  adjusted 
gross  income  enough  to  make  you 
eligible  for  a  more  flexible  Roth  IRA;  or 
might  keep  you  from  losing  the  child 
credit;  or  might  allow  you  to  deduct 
interest  on  college  loans.  If  you  make 
between  $50,000  and  $200,000,  you 
should  memorize  the  several  hundred 
pages  of  IRS  publications  and  instructions 
that  relate  in  some  way  to  things  being 
phased  out.  Or  hire  an  accountant. 


NONDEDUCTIBLE 
IRA 

529  STATE  COLLEGE 
SAVINGS  PLANS 

HEALTH  SAVINGS 
ACCOUNT 

ID        2008:  $5,000;  $6,000 
if  50  or  older.3 

J  

$300,000-plus  per  child 
in  many  states. 

2008:  $2,900  for  individuals; 
$5,800  for  family.6 

prases     No  income  limits.  No 
1       contributions  after  70%. 

e  limit  j 

,m  I 

No  income  limits. 

No  income  limits. 
Must  have  qualified 
high-deductible  medical 
insurance  plan. 

r  n      Withdrawals,  with 
earnings  taxed,  are 
mandatory  after  70%. 

idatory  j  Taxed  withdrawals 
can  be  rolled  into  a 
Roth  IRA. 

(f<M  I 

No  federal  deduction 
for  contributions;  some 
states  allow  residents 
deductions.  Withdrawals 
for  college  tuition  and 
expenses  are  tax  free. 

Pretax  money  goes 
in.  Withdrawals  for 
medical  expenses  and 
retirement  are  tax  free. 

5 CONSIDER  COLLEGE  COSTS.  Difficult 
issue  for  parents:  Should  they  max 
out  contributions  to  their  retire- 
ment accounts  before  saving  expressly  for 
college?  Stashing  all  your  savings  in  retire- 
ment accounts  increases  the  chance  your 
kids  will  qualify  for  financial  aid;  colleges 
expect  parents  to  contribute  up  to  5.6%  of 
their  nonretirement  assets  (including, 
sometimes,  home  equity)  each  year  but 
don't  count  parents'  IRAs  and  401(k)s. 
Even  with  a  gross  income  of  $200,000  you 
might  qualify  for  aid,  depending  on  how 
many  kids  you  have  in  school,  where 
they're  going  and  how  much  in  countable 
assets  you  have. 

However,  if  you're  going  to  need  to 
dig  into  those  retirement  accounts  for 
college  anyway,  the  money  is  probably 
better  saved  elsewhere.  The  problem  is 
not  just  that  you  might  end  up  paying  a 
penalty  in  addition  to  ordinary  income 
taxes  if  you  pay  college  bills  from  your 
401(k).  In  the  Alice-in-Ivy-Land  finan- 
cial-aid world,  colleges  count  what  you 
take  from  a  retirement  account  to  pay 
their  inflated  bills  as  current  income  to 
you — making  your  kid  less  likely  to  qual- 
ify for  aid  the  next  year. 

A  good  home  for  savings  you  expect  to 
use  for  college  costs  is  a  529  state  college 
savings  account.  You  don't  get  a  federal  tax 
deduction  for  putting  money  in  a  529,  but 
you  get  tax-free  growth — withdrawals  aren't 
taxed  if  used  for  college.  Plus,  30  states  give 
residents  a  tax  break  for  contributing  to  the 
state's  own  plan. 

6 PLAY  THE  CONVERSION  GAME.  High- 
income  folk  who  aren't  eligible  to 
open  a  deductible  or  Roth  IRA  are 
allowed  to  open  a  nondeductible  IRA 
instead.  Earnings  are  tax  deferred,  not  tax 
free  as  they  are  in  a  Roth.  Is  it  worth  it? 
Sometimes,  answers  Craig  Brimhall,  vice 
president  of  retirement  wealth  strategies 
for  Ameriprise.  In  fact,  he's  been  putting 
the  maximum  in  one  of  these  IRAs  for  his 
wife,  Melanie,  46,  since  2006. 

What  entices  Brimhall  is  that  under 
current  law,  starting  in  2010,  anyone — no 
matter  what  their  family  income — can 
convert  a  pretax  or  aftertax  IRA  into  a 
Roth.  (Currently  conversion  isn't  allowed 
for  families  with  $100,000  or  more  in 
income.)  In  a  conversion  you  withdraw 
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Go  with  the  retirement  leader. 


Roll 

your  401  (k 
retiremen 


The  Fidelity  Rollover  IRA  Advantage 

Rollover  Specialists.  Experts  who  make  it  easy  to  move  your  IRA  or  old  401(k)s. 
Free  investment  help.1  We  give  you  one-on-one  help  choosing  among  both  Fidelity 
and  non-Fidelity  funds. 

More  4-  and  5-star  funds.2  We  manage  more  highly  rated  no-load3  mutual  funds  than 
any  other  company  —  and,  of  course,  you  can  also  choose  stocks,  bonds,  and  CDs. 
No  IRA  account  fees.4  So  more  of  your  money  is  working  for  you. 
24/7  Service.5  Access  to  your  account,  including  someone  to  talk  with  anytime. 

Open  your  Fidelity  IRA  today. 

If  your  current  IRA  isn't  working  hard  enough,  choose  America's  #1  IRA  provider* 


Contribute. 

Make  this  years  contribution 
to  a  Fidelity  IRA. 


Transfer. 

Bring  your  IRAs  together 
to  manage  them  more  easily. 


Roll  over. 

Convert  your  old  401  (k)  into  a 
Rollover  IRA  to  expand  your  options. 


Before  investing,  consider  the  fund's  investment  objectives,  risks,  charges,  and  expenses.  Contact  Fidelity  fc 
a  prospectus  containing  this  information.  Read  it  carefully. 

Source  for  claim  that  "Fidelity  is  America's  #1  retirement  provider"  is  PLANSPONSOR  2007  Recordkeeping  Survey  ©  Asset  International  I 
Based  on  defined  contribution  assets  and  participants  of  recordkeepers  reporting  as  of  12/31/06.  Cerulli  Associates,  The  Cerulli  Edge™- 
Retirement  Edition,  Fourth  Quarter  2007.  Based  on  an  industry  survey  of  firms  reporting  Total  IRA  Assets  Administered  for  Q2  2007. 

Please  consider  all  applicable  fees  and  features  before  moving  your  account. 


wmgmm 


bver 

to  Americans  #1 
provider. 

If  you  have  a  40 1  (k)  from  a  previous  job,  you  want  your  retirement  savings  to  work  as  hard  as  they  can. 
A  Fidelity  Rollover  IRA  may  be  right  for  you.  You'll  have  a  full  range  of  investment  options  plus  the  help 
you  need  to  choose  the  ones  for  you. 

Free,  one-on-one  help  from  a  Rollover  Specialist. 

With  a  little  help,  moving  an  old  40 1  (k)  can  be  easy.  Call  us  or  stop  by  a  Fidelity  Investor  Center  to  talk 
with  someone  who  knows  how  to  get  it  done.  Our  Rollover  Specialists  can  even  help  with  the  paperwork 
and  contacting  your  former  employer. 

all  1.800.823.0169  or 

isit  Fidelity.com/ rolloverleader 

c 

~>  Smart  move: 


uidance  is  provided  by  Fidelity  Representatives  through  the  use  of  Fidelity's  suite  of  guidance  tools.  These  tools  are  educational  tools  and 
Dt  intended  to  serve  as  the  primary  or  sole  basis  for  your  investment  or  tax-planning  decisions, 
s  of  12/31/2007,  88  out  of  159  funds  rated  4  or  5  stars  by  Morningstar. 

'ther  fees  and  expenses  applicable  to  continued  investment  are  described  in  the  fund's  current  prospectus. 

jnd  expenses,  brokerage  commissions,  and  SIMPLE  IRA  fees  still  apply.  Depending  on  your  situation,  low-balance,  short-term  trading,  and 
:count  closing  fees  may  apply. 

/stem  availability  and  response  time  may  be  subject  to  market  conditions. 

lity  Brokerage  Services,  Member  NYSE,  SIPC  484874.4 


Retirement  Guide 


funds  from  an  IRA,  pay  any  ordinary 
income  taxes  due  (preferably  with  non- 
IRA  funds)  and  put  the  withdrawn  funds 
into  a  Roth,  where  all  future  growth  is 
tax  free.  Since  Melanie's  IRA  is  funded 
entirely  with  aftertax  contributions,  only 
the  earnings  in  her  account  will  be  taxed 
in  the  conversion. 

Those  doing  conversions  in  2010 
get  a  special  break:  They  can  recognize 
the  income  from  the  IRA  withdrawal  in 
two  installments,  in  2011  and  2012. 
(This  bizarre  two-year  delay  owes  its 
life  to  a  congressional  budget  gim- 
mick.) "I  want  us  to  have  some  tax-free 
pots  of  cash  to  draw  on  later  in  life," 
Brimhall  says. 

Brimhall  didn't  open  a  nonde- 
ductible IRA  for  himself  because  he 
already  has  a  fat  pretax  IRA,  filled  with 
money  rolled  from  a  pretax  plan  at 
a  previous  job.  When  you  convert  to  a 
Roth,  you  have  to  withdraw  a  propor- 
tionate share  from  your  pretax  and  after- 
tax IRAs.  So  for  him  the  withdrawals 
would  be  mostly  taxable. 

7 DO  AN  HSA.  To  open  a  health  sav- 
ings account,  you  must  have  health 
insurance  with  a  deductible  of  at 
least  $2,200  for  a  family  plan  or  $1,100 
for  individual  coverage.  You  can  then  con- 
tribute a  maximum  of  $5,800  pretax 
dollars  for  family  coverage  ($2,900  for 
individual)  to  the  HSA.  You  can  also  put 
in  an  extra  pretax  $900  for  each  covered 
family  member  who  is  55  or  older.  HSA 
withdrawals,  either  for  health  expenses  or 
in  retirement,  are  tax  free.  So  you  get  a 
tax  break  on  both  ends. 

An  HSA  works  best  if  you  pay  your 
current  health  bills  with  other  funds  and 
let  what's  in  the  HSA  grow — in  other 
words,  if  you're  healthy  and  affluent. 
Only  20%  of  employers  offer  HSA  plans. 
But  they're  catching  on  among  high- 
income,  self-employed  folk.  F 


ROLLOVERS 


The  Great  401  (k) 
Escape 

If  the  offerings  in  your  employer's 
plan  aren't  so  great,  put  your  money 
elsewhere  By  Ashlea  Ebeling 


RITCH  S.  WRIGHT,  NOW  60, 
doesn't  plan  to  retire  from 
his  job  as  a  Boeing  finance 
director  until  2014,  when  his 
youngest  daughter  should  be 
finishing  college.  Yet  earlier  this  year  the 
Huntington  Beach,  Calif  resident  rolled 
nearly  $1  million,  a  big  chunk  of  his  Boe- 
ing 401(k),  into  an  individual  retirement 
account,  using  a  little-known  maneuver: 
an  "in-service"  distribution. 

Employers  and  401  (k)  plan  adminis- 
trators don't  advertise  this  fact,  but  most 
workers  59  lA  and  older,  and  even  some 
younger  ones,  can  roll  over  401(k)  funds 
while  they're  still  working  and  contribut- 
ing to  the  plan.  This  option  isn't  right  for 
everyone.  But  in  some  cases  it  can  provide 
more  attractive  investment  choices,  a  bet- 
ter way  to  leave  money  to  your  kids  or 
even  a  chance  (new  in  2008)  to  move 
401  (k)  dollars  directly  into  a  Roth  IRA. 

The  law  allows  workers  to  empty  their 
401(k)  accounts  once  they  hit  59^.  They 
can  roll  all  the  money  into  an  IRA  without 
paying  tax  now.  Or  they  can  take  cash 
out,  pay  any  ordinary  income  taxes  due 
and  spend  what's  left.  The  same  goes 
for  participants  in  government  and  not- 


for-profit  savings  plans 
similar  to  401(k)s. 

The  law  permits  this, 
but  employers  don't  have 
to  permit  it.  Still,  70%  of 
companies — and  89%  of 
those  with  5,000  or  more 
employees — allow  these 
in-service  withdrawals, 
the  Profit  Sharing/40  lk 
Council  of  America  found 
in  a  2006  survey  of  1,000 
firms.  So  do  some  public 
sector  employers;  the 
federal  government,  for 
example,  allows  older 
workers  to  withdraw 
funds,  but  only  once. 

As  for  younger  folks,  the  law  permits 
them  to  get  in-service  distributions  of 
money  rolled  over  from  previous  401(k)s; 
of  employer  (but  not  employee)  pretax 
contributions;  of  employee  aftertax  contri- 
butions; and  of  account  earnings.  Here 
companies  are  less  accommodating — only 
16%  allow  this  option,  the  2006  survey 
found.  Note  that  if  a  younger  worker 
spends  the  cash,  instead  of  rolling  it  over, 
he'll  owe  an  extra  10%  penalty  on  the 


1  Offer  valid  for  Rollover  IRA,  Traditional  IRA,  Inherited  IRA,  Roth  IRA,  and  SEP-IRA  accounts  only.  Commission-free  trades  must  be  designated  to  the  one  account 
receiving  the  qualifying  assets.  The  commission-free  trades  are  limited  to  only  online  domestic  equity  trades,  with  a  limit  of  1,000  shares  or  less  per  trade,  and  da 
include  extended  hours  orders,  directed  orders,  futures,  or  options.  Accounts  receiving  $25,000  up  to  $100,000  will  receive  commission-free  trading  for  six  month 
number  of  trades  not  to  exceed  60.  Accounts  receiving  $100,000  or  more  will  receive  commission-free  trading  for  one  year;  number  of  trades  not  to  exceed  100. 
Assets  will  be  valued  at  the  time  Fidelity  receives  them.  Eligible  accounts  registered  for  this  offer  have  90  days  to  fund  this  account.  New  accounts  must  be  opent 
within  30  days  of  registering  for  the  offer.  This  commission-free  trade  offer  is  limited  to  one  offer  per  household.  However,  this  offer  can  be  combined  with  other 
offers.  Employees  of  Fidelity,  its  affiliates,  and  members  of  their  immediate  families  and  households  are  not  eligible  for  this  offer.  Fidelity  reserves  the  right  to  terr 
nate  this  offer  at  any  time.  Other  terms  and  conditions  may  apply.  Non-US  residents  and  persons  working  for  another  NYSE  member,  financial  institution,  newsoi 
financial  information  media,  or  other  broker/dealers  in  securities,  commodities,  or  money  instruments,  as  defined  by  NYSE  Rule  350,  are  ineligible. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  4814 


With  reth^ment  on  the  horizon,  Ritch  Wright  is  rolling  nearly  $1^miHron  into  a 


taxable  amount,  just  as  he  would  if  he  got 
a  "hardship"  distribution  from  his  401(k) 
or  took  a  loan  from  his  401(k)  and 
switched  jobs  without  repaying  the  loan. 

One  obvious  reason  to  consider  an 
in-service  rollover  is  to  escape  a  bum  plan 
that  has  expensive  or  mediocre  funds. 
Some  small  plans  have  annual  fees  on 
domestic  equity  mutual  funds  that  top  2% 
a  year.  Outrageous.  If  you're  stuck  in  one  of 
those,  you  can  chop  your  costs  by  rolling 


your  401(k)  money  into  an  IRA  at  a  no- 
load  fund  company  such  as  Vanguard, 
Fidelity  or  T.  Rowe  Price. 

Even  workers  with  reasonable  401(k) 
fund  offerings,  however,  may  want  more 
choices.  Only  14%  of  company  401  (k)s 
offer  a  brokerage  window  that  gives  you 
access  to  a  broad  array  of  stocks,  bonds 
and  funds.  A  route  around  this  blockade  is 
to  yank  the  money  and  send  it  into  an  IRA. 

Another  strategy:  roll  over  part  of 


your  money.  Jeffrey  Bryant,  a  56-year-old 
senior  business  analyst  at  PG&E  in  San 
Francisco,  rolled  part  of  his  401(k)  into  an 
IRA  so  he  could  invest  in  seven  funds  from 
Dimensional  Fund  Advisors,  including 
small-capitalization  and  value  funds;  there 
were  no  comparable  offerings  in  his  com- 
pany plan.  He  left  the  rest  in  his  401(k)'s 
bond  and  index  funds,  one  with  a  rock- 
bottom  expense  of  only  0.01%.  a  year — 
just  one  basis  point.  Bryant  is  buying  the 


oil  over  to  a  Fidelity  IRA  and 
t  up  to  a  year  of  free  trades. 

ilk  about  a  win-win. 


Call  1 .800.FIDELITY  or  visit 
Fidelity.com/  f  reetradesoff  er 
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DFA  funds  through  a  fee-only  financial 
planner  at  Merriman  Berkman  Next.  So 
he's  raising  his  total  investment  costs, 
even  though  the  DFA  funds  are  less 
expensive— at  0.29%  to  0.74%  a  year— 
than  the  funds  he  sold  off  in  his  401(k). 
Bryant  is  betting  that  with  better  funds 
and  professional  asset  allocation  and 
other  advice,  he'll  come  out  ahead. 

Not  surprisingly,  outside  financial 
planners  and  brokers  push  rollovers, 
since  it  gives  them  more  money  to  man- 
age and  collect  fees  for.  Fifty-year-olds, 
as  they  near  retirement  and  their  401(k) 
balances  grow,  want  and  are  willing  to 
pay  for  such  help. 

Wright  will  continue  to  invest  the 
smaller  amount  he  left  in  his  Boeing 
401(k)  himself— he  calls  it  his  "play 
money."  But  he's  handing  management 
of  his  rolled-over  funds  to  William 
Jordan,  a  financial  planner  at  Sentinel 
Group  in  Laguna  Hills,  Calif.  "I've 
reached  that  time  in  my  life  I  need 
to  become  more  conservative,"  says 
Wright,  who  has  favored  growth  and 
international  funds.  His  new  objective: 
"Making  sure  I  can  eat  all  the  way 
through  retirement  and  making  sure 
there  is  something  left  over  for  the  kids." 

Jordan  plans  to  increase  Wright's 
fixed-income  allocation  and  construct  a 
ladder  of  individual  bonds  with  different 
maturity  dates.  In  his  401  (k),  which 


Little-known  fact:  You  can 

often  roll  your  401  (k)  into 
an  IRA  while  still  on  the  job. 


doesn't  let  him  buy  individual  securities, 
Wright's  only  choice  would  be  a  bond 
fund,  whose  maturity  structure  cannot 
be  customized. 

There  are  a  few  other  reasons  to 
consider  an  in-service  rollover.  One  is  a 
provision,  new  this  year,  that  allows  you 
to  roll  401(k)  money  directly  into  a 
Roth  IRA,  where  future  earnings  will  be 
tax  free.  If  your  plan  administrator  is 
ready  to  cut  a  separate  check  with  just 
your  aftertax  contributions,  it  appears 
(although  the  Internal  Revenue  Service 
hasn't  issued  rules  on  this)  that  you  can 
roll  that  money  directly  into  a  Roth  IRA 


and  pay  no  taxes  on  the  conversion.  For 
now  Roth  rollovers  are  allowed  only  for 
those  with  family  incomes  of  $100,000 
or  less.  That  income  restriction  is  due  to 
end  in  2010. 

Another  reason  to  do  an  in-service 
rollover  pops  up  if  you're  leaving  retire- 
ment money  to  your  kids  or  grandkids 
instead  of  to  a  spouse.  A  spouse  who 
inherits  either  a  401(k)  or  an  IRA  can 
roll  it  into  his  or  her  own  IRA  with  all 
the  flexibility  that  an  IRA  offers  its  orig- 
inal owner.  Kids,  grandkids  or  other 
nonspousal  heirs  who  inherit  an  IRA 
can't  do  that,  but  they  can  keep  the 
money  in  an  "inherited"  IRA,  poten- 
tially stretching  out  withdrawals  and 
tax  deferral  for  decades.  Under  a  2006 
law  change,  kids  and  other  nonspousal 
heirs  can  roll  401(k)s  into  inherited 
IRAs — but  only  if  the  employer  permits 
it,  which  not  all  do.  If  yours  is  balky,  get 
the  money  out  now  and  put  it  into  an 
IRA  that  won't  have  any  employer  get- 
ting in  the  way  of  your  family's  needs. 
(A  nonspousal  heir  can't  Rothify  an 
inherited  IRA.) 

Before  you  rush  to  roll,  consider 
some  advantages  to  a  401  (k).  In  a  good 
plan  the  fees,  particularly  for  index 
funds,  may  be  extremely  low.  If  you 
retire  early,  you  can  make  penalty- free 
withdrawals  from  a  401(k)  at  age  55; 
with  an  IRA,  you  generally  have  to  wait 
until  you're  59 '/2.  In  a 
pinch  you  can  take  a 
loan  (of  up  to  $50,000) 
from  your  401(k)  but 
not  your  IRA. 

Plus,  if  you  hold 
your  employer's  stock 
in  your  401(k),  you  may  be  eligible  for  a 
tax  break  at  retirement.  If  you  transfer 
that  stock  to  a  taxable  account,  you'll  pay 
ordinary  income  tax  (at  rates  of  up  to 
35%)  only  on  what  the  stock  was  worth 
at  the  time  it  was  put  into  your  401(k). 
Any  further  appreciation  won't  be  taxed 
until  you  sell  the  stock  and  then  only  at 
the  long-term  capital  gains  rate— which 
now  tops  out  at  15%.  There  are  some 
really  crazy  rules  here  that  determine 
whether  you're  eligible  for  this  break.  So 
if  you've  got  your  employer's  stock  in 
your  401(k),  check  with  your  plan 
administrator  and  your  tax  adviser.  F 


PENSIONS 


The 
Shrinking 
Lump 

If  you  were  planning  to 
take  a  lump  sum  from  a 
pension  plan,  don't  wait. 

By  Janet  Novack 


ARE  YOU  NOW  OR  HAVE  YOU  EVER 
been  covered  by  a  defined  benefit 
pension,  the  kind  that  pays  so 
many  dollars  per  month?  Would  you  pre- 
fer to  take  your  benefits  in  a  lump  sum? 

Then  pay  attention:  The  lump  sum  ben- 
efit you've  already  earned  is  likely  to  shrink 
over  the  next  five  years.  In  2006,  in  response 
to  complaints  from  corporations  that  the  old 
method  for  calculating  minimum  lump 
sums  was  too  generous,  Congress  created  a 
new,  less  generous  one.  It's  being  phased  in 
over  five  years,  beginning  in  2008.  Younger 
workers  take  the  biggest  hit;  by  2012  lump 
sums  for  today's  35-year-olds  are  projected 
to  be  44%  lower  than  they  would  have  been 
under  the  old  law.  And  since  this  was  Con- 
gress' doing,  the  Internal  Revenue  Service 
has  ruled  that  employers  don't  even  need  to 
warn  employees  about  the  change. 

If  you're  one  of  the  11.4  million  folks 
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Generate  income  for  retirement 


You've  spent 
four  decades 
growing  your 
nest  egg. 

Time  to  crack  it  open. 

Retirement  income.  Now  made  easier. 

Congratulations.  You  made  it.  Now  you  just  need  a  strategy  for  spending  it.  We  have  the 
products  and  tools  to  help  with  that,  so  you  can  easily  set  up  regular  monthly  payments  based 
on  your  needs.  After  all,  it's  your  time  to  live  the  retirement  you're  more  than  ready  for. 


ilSIVBSTMENTS 


Call  1 .800.FIDELITY  \ 

or  your  own  advisor. 
Fidelity.com/retirementincome  Smart  move! 


I  nvesting  involves  risk,  including  the  risk  of  loss. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC,  100  Summer  Street,  Boston,  MA  02110  468542.7 
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entitled  to  pension  benefits  you  haven't 
yet  received  from  a  previous  private 
employer's  plan,  find  out  if  you  can  take  a 
lump  sum  payment  now,  before  it  withers. 
Maybe  you  could  have  taken  one  when 
you  left,  but  you  put  it  off.  Perhaps  the  plan 
allows  only  those  who  have  reached  early 
retirement  age  (typically  55)  to  cash  out, 
and  you're  finally  old  enough.  Its  even  pos- 
sible that  the  plan  didn't  allow  lumps  when 
you  left,  but  does  now.  (In  2003,  48%  of 
plan  participants  had  a  lump  sum  option, 
up  from  13%  a  decade  before.)  Take  the 
lump  and  stick  it  in  an  IRA. 

If  you're  one  of  the  20.3  million  work- 
ers who  has  a  defined  benefit  plan  at  your 
current  job,  there's  not  much  you  can  do, 
short  of  quitting;  normally  you  can't  claim 
a  lump  while  you're  still  employed. 

Still,  if  you're  on  the  verge  of  retire- 
ment, or  a  job  hop  anyway,  this  is  worth  a 
look.  "There  are  people  who  need  to  be 
aware  that  waiting  for  a  few  months  might 
make  a  big  difference,"  says  Judith  Miller, 
chief  of  actuarial  issues  for  the  American 
Society  of  Pension  Professionals  &  Actu- 
aries. She  worries  that  workers  nearing 
retirement  "may  have  seen  an  estimate  of 
their  lump  based  on  the  old  law  and  are 
going  to  feel  they  took  a  hit  they  weren't 
expecting  and  that  it  was  not  well 
explained." 

Over  the  five  years  the  reduction  will 
be  most  noticeable  if  you're  owed  a  lump 
sum  from  a  former  job  or  the  pension 
plan  at  your  current  company  has  been 
"hard  frozen" — meaning  your  pension 
benefits  won't  grow,  no  matter  how  many 
more  years  you  work  or  how  much  your 
salary  rises.  About  a  quarter  of  plans  have 
been  hard  frozen  or  are  likely  to  soon  be, 
according  to  recent  surveys. 

Say  you  were  40  last  year,  earning 
$120,000  a  year  at  a  company  you've  been 
with  for  ten  years.  In  a  typical  plan  you 
would  have  earned  a  pension  of  $1,000  a 
month,  payable  at  65.  Suppose  that,  as  of 
Dec.  31,  the  plan  was  hard  frozen.  (Or,  you 
left  the  company  at  the  end  of  2007,  which 
has  the  same  effect.)  Assuming  interest 
rates  stay  at  their  November  2007  level, 
your  lump  will  fall  from  $42,900  this  year 
to  $34,500  in  2012,  versus  the  $56,200  it 
would  have  been  in  2012  under  the  old 
law,  a  39%  cut.  (If  a  40-year-old's  plan  isn't 
frozen,  his  lump,  in  2012,  will  still  end  up 


39%  lower  than  under  the  old  law,  but  the 
lump  sum  will  grow  a  bit  each  year,  since 
his  pension  benefits  are  growing.) 

While  older  workers  suffer  less, 
percentage-wise,  from  the  new  law,  their 
dollar  loss  could  be  bigger.  Under  that 
same  frozen  plan  a  worker  who  was  50 
last  year,  earning  $120,000,  and  had  20 
years  with  the  company,  is  entitled  to  a 
pension  of  $2,000  a  month  at  age  65. 
Under  the  old  law  his  2012  lump  would  be 
$178,300;  under  the  new  law,  $136,300. 

Why  do  younger  workers  take  a  bigger 
percentage  hit?  A  lump  sum  is  supposed 
to  equal  the  amount  needed  to  finance  the 
worker's  future  pension,  assuming  the 
lump  is  invested  and  earns  a  certain 
return  until  he  retires.  The  higher  the 
return  or  the  more  distant  the  date  when 
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the  monthly  checks  would  have  started, 
the  smaller  the  lump  needed  today. 

Under  the  old  law  minimum  lump 
sums  were  calculated  using  the  return 
on  30-year  U.S.  government  bonds. 
Under  the  new  law  earnings  are  calcu- 
lated using  a  mix  of  short-,  intermedi- 
ate- and  long-term  corporate  bond  rates, 
with  the  longest,  highest  rates  applied  to 
any  pension  payments  that  aren't  due  for 
20  years  or  more.  For  November  2007 
(the  month  many  plans  use  to  determine 
2008  lump  sums),  the  IRS  pegged  the 
long-term  corporate  rate  at  6.47%  and 
the  short-term  rate  at  4.92%,  compared 
with  the  4.52%  government  bond  rate 
used  under  the  old  law. 


If  interest  rates  fall  this  year,  it  will 
soften  the  impact  on  those  taking  lump 
sums  in  2009.  Conversely,  "the  worst  for 
the  worker  is  if  the  rates  start  creeping  up 
again  over  the  next  five  years,"  says  Jeff  J. 
Lane,  a  research  actuary  for  Milliman.  He 
calculates  that  if  rates  rise  one  percentage 
point  by  2011,  the  40-year-olds  lump  in 
2012  would  fall  to  $26,500. 

Moreover,  once  the  new  lump  sum 
method  is  fully  phased  in,  some  of  those 
companies  with  frozen  pension  plans 
might  well  use  an  interest  rate  spike  to 
terminate  their  plans  completely.  At  that 
point  workers  who  are  still  at  the  com- 
pany would  likely  have  a  choice:  take  an 
even  smaller  lump  (smaller,  because  of 
then  high  interest  rates)  or  receive  a 
future  annuity  their  employer  would  buy 
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for  them  from  an  insurance  company. 

The  new  formula  affects  almost  all 
private  defined  benefit  plans.  A  separate 
provision  that  kicks  in  this  April  will  apply 
only  to  underwater  pension  plans.  Plans 
40%  or  more  underfunded  can't  pay  any 
lumps;  those  that  are  20%  to  40%  short 
can  pay  only  partial  lumps.  If  your  plan 
has  deficient  assets  and  you  can  get  your 
money  out  now,  do  so. 

David  Kudla,  chief  executive  of  Main- 
stay Capital,  an  investment  advisory  firm 
in  Grand  Blanc,  Mich.,  generally  favors 
lumps  but  offers  a  caution:  If  your  com- 
pany provides  retiree  health  benefits,  you 
could  lose  them  if  you  take  a  lump  instead 
of  an  annuity.  So  check  that  out  first.  F 


Less  of  a  Lump 

A  worker  in  a  frozen  plan  has  earned  a  pension  of  $1,000  a  month,  payable  at  65.  Here's 
what  that's  worth  if  taken  as  a  lump  sum,  based  on  November  2007  interest  rates. 
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Need  help  managing  your  investments? 


Let  Fidelity's 
professionals 
manage  your 
portfolio  for  you. 

Portfolio  Advisory  Services 

Having  Fidelity  professionals  manage  your  money  could  relieve  you  of  the  anxiety  and  time  demands 
of  monitoring  the  markets  and  your  investments.  Our  team  takes  a  personal  approach,  matching  your 
goals,  financial  situation,  and  risk  tolerance  to  a  diversified,  actively  managed  model  portfolio  of  mutual 
funds.  It's  a  disciplined  approach  to  saving  for  long-term  goals,  including  retirement.  So  do  the  smart 
thing  and  call  today  for  a  complimentary  investment  consultation.  Then  relax  and  let  us  do  the  work. 
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Portfolio  Advisory  Services  "  offers  you: 


Disciplined  portfolio  management. 
Dedicated  relationship  team. 
Personalized  reporting. 


Call  1.800.642.4583  or 

visit  Fidelity.com/ managed  portfolios 


INVESTMENTS 
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'efore  investing,  consider  the  funds'  investment  objectives,  risks,  charges,  and  expenses.  Contact  Fidelity  for  a  prospectus  containing 
his  information.  Read  it  carefully. 

\'.eep  in  mind,  investing  involves  risk.  The  value  of  your  investment  will  fluctuate  over  time  and  you  may  gain  or  lose  money. 

.  lidelity  Portfolio  Advisory  Service*  is  a  service  of  Strategic  Advisers,  Inc.,  a  registered  investment  adviser  and  a  Fidelity  Investments  company.  Fidelity  Private 
||ortfolio  Service*  may  be  offered  through  the  following  Fidelity  Investments  companies:  Strategic  Advisers,  Inc.;  Fidelity  Personal  Trust  Company,  FSB  ("FPT"),  a 
deral  savings  bank;  or  Fidelity  Management  Trust  Company  ("FMTC").  Non-deposit  investment  products  and  trust  services  offered  through  FPT  and  FMTC  and 
leir  affiliates  are  not  insured  or  guaranteed  by  the  Federal  Deposit  Insurance  Corporation  or  any  other  government  agency,  are  not  obligations  of  any  bank,  and 
e  subject  to  risk,  including  possible  loss  of  principal  These  services  provide  discretionary  money  management  for  a  fee. 

rokerage  services  provided  by  Fidelity  Brokerage  Services  LLC,  a  Fidelity  Investments  company  and  Member  NYSE,  SIPC.  Custody  and  other  services  provided 
/  National  Financial  Services  LLC,  a  Fidelity  Investments  company  and  Member  NYSE  ,  SIPC.  478398.5.1 
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GLOBAL  WARMIlfb 


Selling  the  Blue  Sky 

Andrew  Ertel  is  a  big  player  in  the  market  for  carbon  credits — just  in  time  to 
capitalize  on  the  global  warming  crisis  |  By  Daniel  Fisher 


ENVIRONMENTAL  BROKER  AN- 
drew  Ertel  makes  a  living  sniffing 
out  ripe  opportunities.  "When 
you  drive  through  New  Delhi 
and  breathe  the  air,  you  want  to 
be  part  of  making  a  difference,"  he  says. 

Ertel,  40,  heads  Evolution  Markets, 
which  sells  chits  that  companies  use  to 
offset  their  emissions  of  air  pollutants. 
Evolution,  perhaps  the  world's  largest 
vendor  of  credits  for  the  suppression  of 
carbon  dioxide,  sells  them  to  polluters 
outside  the  U.S.  that  have  agreed  to  help 
curtail  carbon  emissions.  They  do  that  by 
either  reducing  their  CO;  output  or  buying 
credits  from  another  outfit  that  has  done 
so.  The  seller  of  a  credit  could  be,  say,  a 
utility  in  China  that  has  switched  from 
coal  to  wind  power.  Each  credit  is  the 
right  to  emit  one  metric  ton  of  carbon 
dioxide  or  its  equivalent  in  other  green- 
house gases. 

Evolution  was  a  pioneer  in  this  indus- 
try. The  company  made  the  world's  first 
cross-border  carbon  trade  in  2002  when  it 
brokered  the  sale  of  credits  for  200,000 
tons  of  carbon  dioxide  from  the  gov- 
ernment of  Slovakia  to  a  Japanese  buyer. 
Since  then  Ertel  has  hired  a  roomful  of 
brokers  to  develop  the  business.  The  tal- 
ent is  expensive;  Evolution  lost  $1  million 
in  its  carbon  business  through  2006.  "We 
kept  saying,  'We  got  in  too  early,  we  got  in 
too  early,'"  says  Stephen  Nesis,  36,  an 
Evolution  cofounder. 

Being  early  gave  it  a  jump  on  competi- 
tors. To  drum  up  business,  Evolution 
scouted  for  carbon-mitigation  projects  in 
developing  markets  that  polluters  could  sub- 
sidize. Evolution  has  arranged  financing  for 
methane-capture  equipment  in  Argentina 
and  for  a  switch  by  a  120-megawatt  power 


plant  in  Hungary  from  coal 
to  biomass  fuel.  Patrick 
McCloskey,  a  former  Lazard 
banker  Ertel  hired  last  year, 
is  working  on  projects  like 
these:  helping  a  European 
wind-turbine  manufacturer 
expand;  converting  Indian 
coal  plants  to  natural  gas. 
Evolution  gets  a  fee  (and 
credits  of  its  own)  for  bring- 
ing in  private  investors.  It  is 
tricky:  Each  country  has  a  say 
about  which  credits  are 
acceptable.  European  Union 
nations  accept  industrial 
projects  like  those  Ertel  is 
arranging  in  India  but  reject 
reforestation  credits,  for 
instance. 

Some  deals  are  complex 
and  involve  millions  of  tons 
of  C02.  "A  broker  can  earn  a 
$500,000  commission  on 
one  trade,"  says  Nesis,  who, 
along  with  Ertel  and  partner 
Peter  Zaborowsky,  owns 
60%  of  Evolution. 

The  White  Plains,  N.Y. 
company  earned  an  estimated 
$9  million  before  taxes  in 
2007.  Last  year  carbon  credits 
represented  25%  of  Evolution's 
$45  million  in  commissions,  a 
75%  increase.  There's  more 
where  that  came  from:  The  equivalent  of 
some  3  billion  metric  tons  of  carbon 
emissions,  valued  at  $79  billion,  changed 
hands  last  year,  says  New  Carbon  Finance, 
a  U.K.  research  firm. 

How  big  will  this  market  get?  Carbon 
prices  collapsed  in  Europe  two  years  ago 


after  traders  realized  there  were  too  many 
tons  kicking  around.  More  recently  shares 
in  EcoSecurities,  an  Irish  broker,  plunged 
47%  in  November  after  it  disclosed  prob- 
lems in  getting  approval  from  the  United 
Nations,  which  must  verify  that  projects 
reduce  emissions  of  C02  and  other 
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to 


greenhouse  gases,  for  carbon-mitigation 
projects  much  like  those  Evolution  is 
chasing  in  developing  countries. 

"A  lot  of  people  who  compete  with  us 
think  these  are  regular  commodity 
markets,  and  they're  not,"  says  Ertel. 

Another  question  mark:  The  U.S., 
which  hasn't  joined  the  Kyoto  Protocol 
limiting  greenhouse  gases,  is  still  trying  to 
figure  out  how  it  wants  to  control  carbon 
emissions.  A  carbon  tax  would  squash 
trading  entirely.  Although  Congress  is 


Ertel,  who  got  his  start  trading  natural 
gas  and  more-established  pollution  cred- 
its (such  as  for  sulfur  dioxide),  isn't 
spooked  by  uncertainty.  He  says  he 
walked  out  of  a  final  exam  at  Syracuse 
University  in  his  junior  year  after  he 
realized  he  "belonged  out  here  being 
involved  in  business  rather  than  sitting  in 
a  classroom  discussing  it."  A  friend  from 
high  school  got  Ertel  a  job  at  Nymex,  the 
commodities  futures  exchange,  where  he 
clerked  for  a  year  and  then  graduated  to 


Cleaning  up:  environmental  broker  Andrew  Ertel,  head  of  Evolution  Markets,  in  New  Delhi. 
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likely  to  impose  a  cap-and-trade  system 
after  the  presidential  election  later  this 
year,  proposed  legislation  by  U.S.  senators 
Joseph  Lieberman  and  John  Warner 
would  limit  the  value  of  foreign  credits  by 
allowing  U.S.  companies  to  use  them  to 
cover  only  1 5%  of  their  emissions. 


broker  in  the  natural  gas  pits.  At  23  he 
sold  his  stocks,  borrowed  some  money 
from  his  parents  and  invested  $100,000  to 
trade  gas  for  his  own  account.  "I  lasted  six 
or  seven  months,"  he  says. 

Chastened,  in  1995  Ertel  joined  the 
then  new  pollution  desk  at  Natsource, 


where  he  sold  sulfur  dioxide  credits  in  a 
market  created  by  tough  U.S.  regulations 
on  coal-burning  utilities.  Ertel  was  soon  a 
big  producer  at  Natsource,  trading  sulfur 
dioxide,  nitrogen  oxide,  carbon  and  even 
weather  derivatives. 

In  2000  he  formed  Evolution  with 
Nesis,  selling  all  his  investments  to  buy  a 
$500,000  phone  system  and  lease  space  in 
Manhattan  just  before  the  bubble  in 
technology  stocks  burst.  ("That  was  the 
best  trade  I  ever  did,"  Ertel  says.)  The  new 
company's  biggest  customer  was  Enron, 
which  blew  up  in  2001,  but  again  Ertel 
was  lucky:  In  the  struggle  to  get  estab- 
lished, he  had  recruited  plenty  of  smaller 
clients.  Evolution's  commissions  revenue 
rose  10%  that  year,  while  many  competi- 
tors were  down  by  50%. 

Evolution  still  makes  most  of  its 
money  in  the  volatile  U.S.  pollution 
market,  where  sulfur  dioxide's  price  has 
ranged  from  $200  to  $1,600  a  metric  ton 
over  the  past  five  years.  As  big  trading 
firms  Morgan  Stanley  and  Merrill  Lynch 
push  into  the  market,  boutique  broker- 
ages like  Evolution  must  deal  in  complex 
custom  trades,  combining  pollution  cred- 
its with  other  derivatives  in  deals  that  help 
companies  mitigate  several  risks  at  once. 

Ertel  hopes  to  survive  the  entry  of  big 
firms  in  the  carbon  credit  business  in  part 
by  joining  them.  Evolution  has  taken  a 
15%  stake  in  a  new  carbon-trading 
venture  called  Green  Exchange,  a  joint 
venture  with  Nymex  and  rivals,  including 
Credit  Suisse  and  JPMorgan  Chase.  The 
exchange  will  handle  European  allow- 
ances and  renewable  energy  credits  to 
help  support  solar  plants  and  such.  It  is 
also  expected  to  be  a  big  player  in  the 
booming  market  for  voluntary  carbon 
offsets  that  have  no  regulatory  meaning 
but  help  companies — and  SUV-driving  con- 
sumers— paint  themselves  green.  But, 
if  it  is  successful,  it  could  gobble  some 
of  those  trades  now  passing  through 
Evolution's  desks. 

Ertel  bets  that  the  new  exchange  will 
stimulate  more  volume,  perhaps  by 
attracting  buyers  who  will  ultimately  turn 
to  Evolution  for  more-complex,  custom 
trades.  "If  a  market's  going  to  commodi- 
tize  and  I'm  going  to  get  cannibalized," 
Ertel  says,  "I'd  rather  eat  myself  F 
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PAMPERING  PETS 


The  Loved  One 


William  Remkus  has  made  a  living — and  a  cause — out  of  grieving  over  pets. 

By  Emily  Lambert 


AX  AND  TYLER,  TWO 
Scottish  terriers,  lie  in 
the  shade  of  a  maple 
tree  beneath  a  black 
granite  memorial  stone 
bearing  a  quote  from  William  Words- 
worth. A  picture  of  the  pair,  mouths 
open,  eyes  glinting,  is  etched  on  the 
headstone.  It  seems  a  lot  of  ballyhoo  for 
a  couple  of  mutts,  but  William  (Bill) 
Remkus  is  appropriately  solemn.  He  is 
the  third-generation  owner  of  the 
Hinsdale  Animal  Cemetery,  final  rest- 
ing place  for  75,000  animals — dogs,  cats, 
snakes  and  even  a  shark — buried  in  or 
scattered  around  the  Willowbrook,  111. 
property.  "You  can't  judge  the  way  peo- 
ple memorialize  a  pet,"  says  Remkus,  54. 


"It's  such  a  personal  choice." 

Stephen  King,  with  his  book  and  then 
screenplay,  helped  make  pet  cemeteries  a 
pop  culture  horror  joke.  Remkus,  by  con- 
trast, has  turned  the  funny  niche  into  a 
serious  business.  His  Hinsdale  Animal 
Cemetery  netted  $200,000  before  taxes 
on  $1.4  million  in  revenue  for  the  fiscal 
year  ended  Sept.  30.  Sales  were  up  28% 
over  the  previous  fiscal  year.  Now 
Remkus,  who  runs  the  outfit  with  his 
wife,  Nancy,  is  on  a  crusade  to  bring 
respect  and  professionalism  to  the  indus- 
try. "The  growth  would  be  tremendous 
in  this  industry,"  he  preaches.  "So  much  is 
swept  under  the  rug." 

Remkus'  grandfather  William  and 
father,  George,  purchased  the  then  5-acre 


pet  cemetery  in  1950  after  a  dying 
customer  of  George's  grocery  store 
implored  him  to  buy  and  maintain  it. 
Remkus  grew  up  in  a  house  on  the 
property,  where  grief-stricken  pet  own- 
ers sometimes  stopped  by.  Remkus 
started  working  for  his  dad  out  of  high 
school,  digging  graves  and  cutting  grass. 

In  1985  Remkus  bought  out  his 
parents  for  $150,000.  At  that  time  the 
cemetery  did  $180,000  in  sales  and  had  a 
steady  flow  of  customers  driving  the  20 
miles  out  from  Chicago.  In  1992  Remkus 
spent  $30,000  on  a  crematory,  which  his 
father  hadn't  wanted  to  bother  with. 
Today  60%  of  his  customers  cremate  their 
pets  ($160),  and  three-fourths  take  the 
ashes  home  to  keep  or  scatter.  Remkus 
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End-preneurs:  Jonathan,  William  and  Nancy  Remkus  at  Hinsdale  Animal  Cemetery. 


still  offers  burials,  which  can  cost  as  much 
as  $1,100,  including  the  coffin  ($850  in 
oak).  He  has  five  crematories  in  two 
buildings  running  six  days  a  week. 

Death  is  a  tricky  business  to  sell.  To 
gently  encourage  animal  lovers  to  think 
about  their  pets'  mortality,  Remkus 
sponsored  walks  held  by  shelters  and 
attended  pet  expos.  He  took  time  to 
soothe  potential  customers,  explaining 
that  with  his  help  Fluffy  would  rest  in 
peace,  not  in  a  dump  or  a  rendering 
facility.  He  also  advertised  in  newspa- 
pers and  yellow  pages,  featuring  photos 
of  his  well-manicured  graveyard. 

Competition  was  stiff.  After  he 
bought  the  crematory,  Remkus  asked  his 
own  vet  to  send  referrals  his  way,  but  the 
vet  was  already  working  with  another 
crematory  company.  Six  months  later 
Remkus  got  a  break.  The  other  company 
had  failed  to  pick  up  a  pet  on  time,  and 
the  owner  was  irate.  After  that  the  vet 
sent  more  business  to  Remkus,  then  all 
of  it.  Other  vets  followed  suit. 


I  f 


Ladies  and 
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has  left 
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Another  rival's  blunder  didn't  hurt.  In 
1998  a  pet  lover  named  Barbara  Dornan 
opened  the  urn  from  a  competitor  that 
held  her  lab  dalmatian,  Chips,  who  was 
cremated  in  1983.  She  found  rodent 
bones  and  a  bell  from  another  animal's 
collar.  (Not  that  unusual,  says  Thomas 
Carroll,  the  crematory  operator  she'd 
used,  who  says  dogs  eat  the  darnedest 
things.)  Dornan,  outraged,  hooked  up 
with  Remkus,  and  they  petitioned  law- 
makers to  take  action.  In  2001  state 
legislators  unanimously  passed  the  Com- 
panion Animal  Cremation  Act,  which 
instructs  cremation  companies  to  define 
their  services  in  detail  and  in  writing. 

While  celebrating  one  victory,  Remkus 
was  already  working  toward  another.  His 
parents  had  been  early  members  of  the 
International  Association  of  Pet  Ceme- 
teries &  Crematories.  A  few  years  ago 
Remkus  started  going  to  its  meetings  reg- 
ularly, proposing  that  the  group  draft 
bills  to  submit  to  state  legislatures  that 
would  crack  down  on  shady  practices 


(such  as  not  disclosing  when  a  cremation 
would  be  communal — several  dogs 
tossed  in  together).  He  hasn't  got  very  far 
with  that  effort,  although  at  the  group's 
meeting  last  March  he  got  polite  nods 
from  an  audience  of  80-odd  colleagues. 

Business  is  pretty  good  now.  Hinsdale, 
with  12  employees,  has  customers  who 

If 


to  1,440  square  feet.  But  after  buying 
another  2  acres  six  years  ago,  he  can't 
afford  the  few  neighboring  parcels  left  at 
today's  price  of  $600,000  an  acre.  The  area, 
once  unincorporated  and  rural,  is  now 
thoroughly  suburban.  Also  troubling:  Illi- 
nois law  doesn't  protect  the  graves  of  pets 
from  being  disturbed.  Remkus  calls  that 


It  has  become  socially  acceptable 
to  admit  you  have  a  pet  that's  really 

part  of  your  family." 


ship  pets  in  from  other  states.  Some 
of  those  customers  used  to  live  nearby; 
others  found  his  Web  site.  One  customer 
who  wanted  to  watch  the  cremation 
recently  drove  in  from  Nashville.  "It  has 
become  more  socially  acceptable  to 
admit  you  have  a  pet  that's  really  part  of 
your  family,"  says  Nancy. 

Remkus  is  in  the  process  of  doubling 
the  size  of  the  cemetery  office  from  720 


"our  next  issue"  and  has  met  with  legisla- 
tors to  discuss  future  planning. 

"It's  a  long-term  commitment.  You 
have  to  think  beyond  your  own  lifetime," 
he  says.  He's  not  just  talking  about  pets, 
of  which  he  has  ten  on  the  grounds, 
including  three  dogs  (Flame,  Molly  and 
Dan)  and  a  cat  (Katie).  His  two  sons, 
Jonathan,  24,  and  David,  22,  are  prepar- 
ing to  take  over  the  business  one  day.  F 
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VITAMINS 


D  Is  for  Debate 

A  controversy  is  brewing  over  vitamin  D.  Will  an  extra  dose  protect  you  from 
cancer  and  infections?  |  By  Robert  Langreth 


v 


ITAMIN  D  BUILDS  STRONG 
bones.  That's  what  everyone 
knows.  The  discovery  of  how 
to  isolate  this  nutrient  that 
helps  the  body  absorb  cal- 
cium led  to  a  Nobel  Prize  in  chemistry  in 
1928.  Once  authorities  started  adding  the  vi- 
tamin to  milk,  rickets,  a  previously 
common  bone  deformity, 
virtually  disappeared.  More 
recently  some  trials  have 
shown  that  supplements 
can  boost  bone  density  or 
reduce  fractures  and  falls 
in  the  elderly. 

But  now  a  vocal  band 
of  researchers  are  touting 
a  far  larger  role  for  this 
once  obscure  vitamin. 
They  cite  a  flurry  of 
intriguing,  if  preliminary, 
epidemiological  and  lab 
studies  hinting  that 
vitamin  D  may  play  a  role 
in  staving  off  a  wide  range 
of  diseases,  including  colon 
cancer,  infections,  multiple 
sclerosis  and  other  autoimmune 
ailments  and  possibly  even  heart 
disease.  "Up  until  now  we  looked  at 
vitamin  D  the  way  we  look  at  an  iceberg. 
Eighty-five  percent  of  its  function  has 
been  hidden,  and  we  had  no  idea  until 
two  or  three  years  ago,"  says  an  excited 
Robert  Heaney,  an  endocrinologist 
at  Creighton  University  in  Omaha. 
"The  field  has  just  exploded."  Adds 
Medical  University  of  South  Carolina 
biochemist  Bruce  Hollis:  "I  often  say  its 
skeletal  effects  are  the  least  interesting 


thing  we  know  about  it." 

Vitamin  D  is  naturally  found  in  few 
foods  other  than  oily  fish.  Most  of  what  we 
get  is  synthesized  in  the  skin  as  it  absorbs 
the  sun's  ultraviolet  light.  Just  15  short 
minutes  in  the  summer  sun  produces  a 
blast  of  10,000  international  units.  Ancient 


humans  spent  all  their  time  outdoors  and 
got  such  doses.  By  contrast,  the  govern- 
ment recommends  a  mere  200  to  600  IU  a 
day,  depending  on  age— what  you  get  in 
two  to  six  cups  of  fortified  milk. 

Vitamin  D  researchers  estimate  that 
up  to  half  of  Americans  might  be  getting 


inadequate  amounts,  especially  in  the 
winter  months  when  the  sun  is  low. 
Dark-skinned  people  living  in  northern 
locales  are  most  at  risk,  as  they  absorb 
sunlight  more  poorly  than  light-skinned 
folks.  The  wide  use  of  sunscreen  to 
prevent  skin  cancer  has  also  hastened 
the  decline  in  vitamin  D  levels. 

"Most  people  in  this  world  are  vitamin  D 
deficient.  It  is  a  major  health  issue," 
proclaims  Boston  University's  Michael 
Holick,  a  doctor  and  biochemist 
who  has  studied  vitamin  D 
I  _J  since  1969. 

Robert  Heaney,  who  sat 
on  the  panel  that  made  the 
dose  recommendations  in 
1997,  is  now  agitating  to  get 
them  raised,  calling  them 
"grossly  inadequate."  Many 
vitamin  D  researchers  take 
supplements  with  2,000  IU 
a  day  or  more. 

Holick  has  a  solution — 
limited  direct  exposure  to 
the  sun — that  infuriates  many 
dermatologists  worried  about 
the  skin  cancer  risk.  (A  far  bet- 
ter idea,  they  say:  take  a  supple- 
ment.) In  2004  he  published  his 
book  The  UV  Advantage, 
touting  the  benefits  of  sun 
exposure,  and  was  kicked  out  of  the  BU 
dermatology  department,  where  he 
previously  held  a  joint  appointment. 
Department  Chairman  Barbara  Gil- 
chrest  says  she  asked  him  to  resign 
because  of  his  ties  to  the  tanning  salon 
industry.  Holick  gives  speeches  to  salon 
owners  and  receives  some  research 
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funding  from  the  industry-funded  UV 
Foundation. 

A  wide  range  of  vitamin  D  benefits 
beyond  bone  growth  is  certainly  plausible. 
Vitamin  D  works  inside  the  cell  nucleus 
as  a  basic  building  block  to  help  turn 
genes  on  or  off.  Starting  in  the  1970s, 
researchers  began  finding  the  receptor  for 
vitamin  D  in  a  huge  variety  of  cells  that 
have  nothing  to  do  with  bone  growth, 
including  breast,  colon,  lung,  brain, 
prostate  and  white  blood  cells.  More 
recently  studies  using  DNA  chips  have 
found  that  vitamin  D  can  raise  or  lower 
the  activity  of  at  least  1,000  genes,  says 
McGill  University  molecular  biologist 
John  White. 

One  analysis  looked  at  the  effects  of 
vitamin  D  supplements  on  mortality  in 
18  randomized  trials  of  57,311  people 
(originally  performed  to  assess  vitamin 
D's  bone  effects).  It  found  that  the  supple- 
ments reduced  the  overall  death  rate  by  a 
statistically  significant  7%,  according  to 
results  published  in  the  Sept.  10,  2007 
Archives  of  Internal  Medicine.  This  might 
"translate  into  one  or  two  more  years  of 
life"  for  a  regular  supplement  taker,  says 
lead  author  Philippe  Autier  of  the  Interna- 
tional Agency  for  Research  on  Cancer.  By 
contrast,  high  doses  of  antioxidants  such 
as  beta  carotene  or  vitamin  E  slightly 
boosted  the  death  rate  in  trials,  a  giant 
Danish  study  found  last  year. 

Many  epidemiological  studies  link 
low  vitamin  D  levels  to  a  high  risk  of  get- 
ting or  dying  from  various  cancers  down 
the  road,  especially  colon  cancer.  In  1980 
researchers  at  Johns  Hopkins  University 
noticed  that  northern  states  in  the  U.S.  had 
higher  colon  cancer  death  rates  than 
southern  ones  and  theorized  that  vitamin  D 
might  be  responsible. 

Intrigued  by  the  concept,  Harvard 
epidemiologist  Edward  Giovannucci  in 
the  mid-1990s  began  examining  data 
from  a  continuing  study  of  33,000 
female  nurses  who  submitted  blood 
samples  in  1989  and  another  following 
18,000  male  health  workers  who  gave 
blood  samples  in  1993.  He  had  to  wait  a 
while  for  data  to  roll  in.  But  in  2004  he 
found  that  the  nurses  with  the  highest 
initial  vitamin  D  levels  had  a  47%  lower 
risk  of  colon  cancer  over  the  next 


CHECKUP: 

OTHER  VITAMINS 
IN  THE  NEWS 

Vitamin  C 

No  proof  yet  it  prevents  colds. 
Trial  last  year  found  no  heart  attack 
prevention  benefit  in 
high-risk  women. 

Vitamin  E 

This  antioxidant  has  fizzled  in  some 
big  trials  for  heart  attacks,  cancer  and 
Alzheimer's. 

Folic  acid 

Deficiency  can  increase  odds  of 
neural-tube  birth  defects. 
Women  of  childbearing  age  should 
take  400  micrograms  a  day. 

Niacin 

High  doses  can  lower  bad  cholesterol 
and  raise  good  cholesterol.  Can  cause 
flushing. 


decade;  in  2007  his  researchers  reported 
that  the  male  health  workers  with  the 
best  D  levels  had  a  54%  lower  colon 
cancer  risk. 

This  doesn't  prove  cause  and  effect, 
Giovannucci  admits.  But  if  there  is  that 
connection,  he  says,  "you  could  prevent 
30%  to  50%  of  colon  cancer  by  getting 
everyone  to  the  top  levels."  Muddying 
matters,  a  36,000-patient  government- 
sponsored  trial  in  2006  compared  modest 


doses  of  vitamin  D  with  a  placebo  and 
found  the  supplements  had  no  effect  on 
colon  cancer  rates.  It  could  have  been 
because  the  dose  was  too  low,  the  trial 
researchers  admitted. 

How  vitamin  D  might  ward  off  cancer 
is  murky.  But  it's  known  that  vitamin  D 
stimulates  white  blood  cells  to  produce  a 
powerful  natural  antibiotic  called  catheli- 
cidin.  In  the  Mar.  24, 2006  issue  of  Science, 
scientists  led  by  UCLA  dermatologist 
Robert  Modlin  found  that  when  white 
blood  cells  were  mixed  with  blood  serum 
samples  from  African-Americans  (who 
are  prone  to  low  vitamin  D  levels),  they 
produce  63%  less  of  this  antibiotic  than 
if  the  cells  were  mixed  with  blood  sam- 
ples from  Caucasians.  So,  says  George- 
town University  immunologist  Michael 
Zasloff,  "Vitamin  D  has  the  capacity  to 
turn  on  powerful  antimicrobial  genes." 
He  predicts  there  will  be  new  ways 
of  staving  off  infections  by  modulating 
vitamin  D  levels. 

None  of  this  proves  that  taking  extra 
vitamin  D  will  help  healthy  people.  "The 
links  beyond  bone  get  quite  speculative," 
says  Brown  University  dermatologist 
Martin  Weinstock.  "It  is  an  article  of  faith 
[to  say  that]  if  you  took  a  completely 
healthy  person  and  gave  them  vitamin  D 
supplements  that  they  would  be  healthier 
ten  years  later,"  says  Boston  University's 
Gilchrest,  who  calls  the  evidence  linking 
vitamin  D  to  nonskeletal  diseases 
"extremely  weak"  and  "inconclusive."  For 
every  study  showing  a  link,  "there  are 
studies  showing  the  reverse  that  the 
vitamin  D  advocates  don't  talk  about."  She 
worries  that  the  theoretical  benefits  of 
vitamin  D  are  being  "kidnapped"  by  the 
tanning  industry  to  stave  off  regulation 
and  boost  business — putting  people  at  risk 
of  getting  melanoma.  If  you  believe  in  the 
case  for  vitamin  D,  she  advises,  take 
supplements  and  stay  pale. 

Proving  vitamin  D  prevents  nonbone 
diseases  will  require  big  human  trials 
comparing  vitamin  D  supplements  with 
dummy  pills.  Such  trials  are  largely  in  the 
planning  stages,  and  it  is  not  clear  how 
fast  they  will  get  done.  "If  this  were  a 
patentable  drug  you  would  see  tremen- 
dous push  and  hype  on  this,"  says 
Creighton's  Heaney.  F 
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Cash  Me  Out 

The  end  of  open  source  as  counterculture. 

By  Daniel  Lyons 
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A FEW  YEARS  AGO  THE  POLIT- 
ical  journalist  Andrew  Sullivan 
published  an  essay  entitled 
"The  End  of  Gay  Culture,"  in 
which  he  argued  that  gay 
rights  activists  had  accomplished  so  much 
diat  it  no  longer  made  sense  to  think  of  gay 
culture  as  something  separate  and  apart  from 
mainstream  culture. 

Something  similar  is  happening  today 
in  computing.  A  decade  ago,  when  FORBES 
wrote  about  the  open  source  revolution  in 
a  cover  story  called  "Peace,  Love  and  Soft- 
ware," we  described  a  world  of  radical  hack- 
ers at  the  fringes  of  the  computer  industry 
who  weren't  interested  in  making  money. 

Fast  forward  to  last  month,  when 
MySQL,  one  of  the  few  open  source  com- 
panies that  has  managed  to  gain  traction 
in  the  market,  was  acquired  by  Sun 
Microsystems  for  $1  billion. 

The  acquisition  is  a  wild  bet  on  Suns 
part,  considering  that  MySQL,  which 
makes  a  database  program,  has  annual 
sales  of  only  $70  million  and  can't  be  gen- 
erating huge  profits.  (The  privately  held 
company  won't  say  if  it  has  any  at  all.)  But 


it  also  shows  just  how  mainstream  the 
concept  of  open  source  has  become.  Sun 
has  changed  its  entire  business  model  to 
focus  on  open  source  programs,  which 
can  be  used  and  copied  free  of  charge  and 
enhanced,  Wikipedia-style,  by  volunteers. 

Even  closed  source  holdouts  like 
Microsoft  now  release  some  code  in  open 
source  form  and  work  with  open  source 
partners  such  as  Novell  so  that  Microsoft's 
code  can  operate  smoothly  with  their  free 
programs.  Open  source  coders  are  reach- 
ing out  across  the  divide  as  well.  Software 
maker  SugarCRM  gladly  runs  its  free  code 
on  closed  source  databases  made  by 
Microsoft  and  Oracle,  and  counts  those 
old-guard  companies  among  its  best  part- 
ners. MySQL  teams  up  with  Microsoft, 
too.  Trolltech,  a  maker  of  open  source 
development  tools,  just  sold  itself  to  Nokia 
for  $153  million. 

These  deals  have  nothing  to  do  with 
peace,  love  and  software,  and  everything  to 
do  with  money.  The  open  source  guys 
realize  they  can't  build  a  decent  business 
unless  they  hook  up  with  the  old  closed 
source  guys. 


Meanwhile,  the  old  guard  have  figured 
out  that  open  source  code  can  be  a  wonder- 
ful way  to  inflict  pain.  IBM  pumps  money 
into  Linux  and  other  open  source  programs 
because  those  programs  undermine 
Microsoft.  Microsoft  has  pumped  money 
into  Novell,  the  number  two  Linux  player, 
to  undermine  Red  Hat,  the  number  one 
Linux  player.  Oracle  offers  to  support  cus- 
tomers of  Red  Hat  Linux  because  it  hurts 
both  Red  Hat  and  Microsoft. 

Sun  talks  a  good  game  of  embracing 
open  source  ideals,  but  the  company  is 
acting  out  of  desperation.  Having  fallen  upon 
hard  times,  Sun  has  open  sourced  its  crown 
jewels,  freely  sharing  the  blueprints  for  its 
Sparc  microprocessors,  Solaris  operating 
system  and  Java  programming  language. 

It's  a  great  publicity  stunt,  but  how  will 
giving  away  products  Sun  already  owns, 
and  spending  $1  billion  to  acquire  another 
free  product,  save  Sun?  Pixie  dust  would 
have  to  be  at  work  here.  It  reminds  me  of  a 
sketch  from  South  Park  where  gnomes 
steal  underpants  as  part  of  a  three-phase 
business  plan  which  goes  like  this: 

1.  Collect  underpants. 

2.  ? 

3.  Profit. 

In  a  similarly  fantastic  vein,  MySQL 
Chief  Executive  Marten  Mickos  insists  that 
his  outfit  can  reach  $1  billion  in  sales  and 
that  hitching  up  with  Sun  will  get  him  there 
faster.  A  less  captive  observer  might  com- 
ment that  when  it  comes  to  acquisitions 
Sun  is  like  the  Bermuda  Triangle — 
companies  (like  Cobalt  and  Pirus  Net- 
works) go  in  and  are  never  heard  from 
again.  This  promising  little  software  firm 
could  get  sucked  into  Sun  and  disappear. 

MySQL  had  to  know  this.  My  take?  The 
insiders  took  the  money  and  ran.  The 
lesson  of  this  deal  is  that  "open  source 
culture" — by  this  I  mean  that  noisy,  shaggy, 
countercultural,  money-hating  hacker 
rebellion— is  now  on  the  wane.  The  hippies 
have  built  a  weapon  that  the  big  guys  want, 
and  now  die  hippies  are  cashing  out. 

The  new  era  of  detente  will  be  a  great 
thing  for  customers  but  even  better  for 
shareholders  in  open  source  companies, 
who  will  enjoy  a  rich  payday,  thanks 
to  the  very  companies  they  used  to  rail 
against.  F 
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CDW  has  new  technology  that  can  help. 
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Fujitsu  LifeBook  T2010  Tablet  PC 

•  Inter  Centrino""  Duo  Processor  Technology 

-  Intel"  Core  "  2  Duo  Processor  U7500  (1.06GHz) 

-  Intel"  Wireless  WiFi  Link  4965AGN 

•  Memory:  1GB 

•  60GB  hard  drive 

•  12.1"  WXGA  display 

•  Windows""  XP  Tablet  PC  Edition 
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NEC  MultiSync  LCD205WXM-BK 

•  22"  analog/digital  widescreen  LCD 

•  Contrast  ratio  1000:1;  response  time:  5ms 

•  Three-year  limited  parts,  labor  and  backlight  warranty 

$384.99  CDW  1338356 


Kensington"  sd200v 

Notebook  Docking  Station  with  Video 

•  Instantly  converts  notebook  into  a  desktop  workstation 

•  Includes  one  VGA  port/five  USB  2.0  ports,  and 
Microphone  In  and  Stereo  Out  ports 


$113.99  CDW  1303339 


Ve're  there  with  the  technology  solutions  you  need. 

ure,  outdated  technology  can  serve  your  needs.  But  unfortunately,  not  your  work  needs.  When,  you 
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Deepwater  Wind 

Turbines  are  eyesores.  So  why  not  put  them  out  on  the  high  seas?  By  Andy  Stone 


Eystein  Borgen,  founder  of  Sway,  which  is  developing  floating  turbines  that  will  tap  the  ocean's  strong,  steady  winds  for  renewable  power. 


EYSTEIN  BORGEN  WAS  13  WHEN 
he  built  his  first  wind  turbine. 
He  taped  scavenged  aluminum 
sheets  to  a  bicycle  wheel  and 
attached  an  old  bicycle  head- 
lamp generator  to  this  makeshift  fan.  Then 
he  mounted  the  contraption  on  the  roof  of 
his  parents'  summer  home  on  the  western 
coast  of  Norway.  With  beginners  luck  and 
a  strong  gust  of  wind,  Borgen  brought  elec- 
tric lighting  to  the  place  for  the  first  time. 

Borgen,  44,  is  still  making  wind 
turbines.  His  company,  Sway  is  develop- 
ing an  arresting-looking  turbine  that  will 


float  20  miles  or  more  out  in  the  frigid 
waters  of  the  North  Sea,  where  stiff,  con- 
stant breezes  could  someday  power  vast 
fields  of  windmills. 

Environmentalists  have  mixed  emo- 
tions about  wind  power.  It's  clean,  it's 
renewable,  but  people  don't  want  to  look 
at  those  towers.  Also,  it's  getting  hard  to 
find  spots  for  turbine  farms  in  densely 
populated  areas.  The  80-turbine  Horns 
Reef  wind  farm  10  miles  off  the  coast  of 
Denmark  enjoys  20-knot  winds  and  pro- 
duces 160  megawatts  at  peak  power 
(maybe  65  megawatts  on  average).  But 


shallow-water  projects  ruin  sea  vistas, 
which  is  why  the  130-turbine  Cape  Wind 
project  planned  for  a  location  5  miles  out 
from  Hyannis,  Mass.  has  not  been  built. 

Borgen's  solution:  put  the  windmills 
farther  out,  where  no  one  but  the  whales 
can  see  them.  "Two  thousand  windmills 
would  power  all  of  Norway's  houses,"  says 
Borgen.  Such  a  park  would  cover  400 
square  miles,  a  speck  in  the  vast  northern 
sea.  The  catch  is  that  the  water  is  hun- 
dreds of  feet  deep,  so  no  ordinary  concrete 
platform  will  do.  Borrowing  technology 
from  the  offshore  drilling  industry,  Bor- 


62      FORBES       FEBRUARY  25,  2008 


I  Revolutionaries 


I 


Poseidon's 
Pinwheel 

Sway's  turbine  will  float  in 
900-foot-deep  water  miles  from 
shore,  taking  advantage  of 
stronger,  more  frequent  winds 
and  generating  more  electricity 
than  current  offshore  or 
terrestrial  designs. 


gen  has  designed  a  floating,  strawlike  mast 
on  which  to  mount  his  turbines.  These 
masts  will  be  tethered  to  the  ocean  floor 
by  a  3-foot-wide  steel  pipe  called  a  tension 
leg.  Sway  has  landed  a  $30  million  invest- 
ment from  Norway's  oil-and-gas  giant 
Statoil  Hydro. 

Borgen's  mast  extends  275  feet  above 
the  water  and  300  feet  below,  weighted  at 
the  bottom  with  2,400  tons  of  gravel  as  bal- 
last. Borgen  strengthened  his  narrow  struc- 
ture by  adding  a  brace-and-wire  support 
on  the  windward  side,  similar  to  the  wires 
that  stabilize  the  mast  of  a  yacht.  The  180- 
foot  blades  go  on  the  leeward  side  of  the 
mast.  To  keep  the  turbine  blades  facing  the 
wind,  Borgen  designed  a  joint  at  the  bot- 
tom of  the  mast  that  will  rotate  based  on  a 
computer  reading  of  wind  direction. 

Borgen  says  his  design  will  lean  no 
more  than  15  degrees  from  vertical  even 
when  hit  by  a  90-foot  wave.  The  entire 
unit  can  be  built  in  one  of  Norway's  deep 
fjords  and  towed  out  to  sea  by  one 
tugboat. 

In  two  and  a  half  years  Borgen 
intends  to  tow  his  first  test  turbine  to  a 
location  5  miles  off  Norway's  southwest- 
ern coast,  in  500  feet  of  water.  He'd  better 
hurry.  In  January  English  developer  Blue 


TURBINE 


Sway  Turbine 

NORTH  SEA 

Median  wind  speed':  21  knots 
Hours  of  wind  per  year2:  4,200 

Water  depth:  900  feet 
Distance  from  shore:  20  miles 


H  Technologies  towed  a  non- 
generating  prototype  turbine  1 1  miles 
off  the  Mediterranean  coast  of  southern 
Italy.  Blue  H,  which  uses  a  platform 
design  more  akin  to  an  offshore  oil  rig 
(see  photo),  says  it  could  sign  on  a  90- 
megawatt  project  this  summer. 


Statoil,  eager  to  power  its  drilling  rigs 
with  renewable  electricity,  is  also  pursuing 
a  floating  turbine  of  its  own.  Its  design,  called 
Hywind,  uses  a  standard  turbine  tower 
bolted  to  a  vertical  concrete  buoy  anchored 
by  three  cables  to  the  ocean  floor.  It's  not  as 
elegant  as  Sway's  design,  but  a  test  model 
could  be  ready  a  year  earlier.  Ultragreen 
Norway  already  meets  98%  of  its  electricity 
needs  with  hydropower,  so  any  excess  juice 
not  used  to  run  oil  rigs  will  be  sold  to  the 
rest  of  Europe.  The  U.K.  aims  to  get  20%  of 
its  electricity  from  clean  sources  by  2020. 


Shallow-Water  Turbine 

HORNS  REEF,  DENMARK 
Median  wind  speed1:  20  knots 
Hours  of  wind  per  year2:  3,750 

Water  depth:  50  feet 
Distance  from  shore:  10  miles 


The  economics  of  the  Borgen 
design  are  good  but  not  great.  A  2.5- 
megawatt  turbine  on  level  terrain  costs 
about  $4  million,  including  installation 
but  not  the  land  lease.  Those  numbers 
are  attractive  enough;  the  top  four  wind 
turbine  producers  have  delivered  10,000 
megawatts  of  capacity  in  the  past  year. 
A  2.5-megawatt  shallow-water  turbine 
costs  $5  million  to  $7  million,  according 
to  Michael  McNamara  at  investment 
bank  Jefferies  &  Co. 

Borgen  estimates  that  a  Sway  turbine 
will  produce  at  least  5  megawatts  and  cost 
$20  million  installed,  including  the  price 
of  the  20-mile  cable  connecting  the 
turbine  to  land.  That  turbine  is  supposed 
to  deliver  22  million  kilowatt-hours  a 
year.  A  similar-size  turbine  would  pro- 
duce 15  million  kwh  on  land.  Amortize 
the  capital  costs  over  20  years,  allow 


Land  Turbine 

SM0LA,  NORWAY 
Median  wind  speed1: 1 7  knots 
Hours  of  wind  per  year2:  3,000 

At  90  meters  above  surface  level.  2Full-load  hours. 

something  for  maintenance,  and  this 
wind  juice  will  cost  9  cents  per  kwh. 

Statoil,  Sway's  benefactor,  isn't  sure 
about  Borgen's  math  and  is  pursuing  its 
own  design  to  hedge  its  bet  on  Borgen.  "I 
think  the  inventor  of  this  project  probably 
needs  a  reality  check,"  says  Anne  Lycke, 
director  of  wind  energy  at  Statoil.  "We 
think  it's  feasible,  and  think  it  will  operate, 
but  it  will  be  costly  electricity." 

If  Sway's  prototype  proves  successful, 
Norwegian  power  utility  Lyse  hopes 
to  erect  a  300-megawatt  deepwater 
wind  farm  by  2015.  Lyse  has  invested 
$6  million  in  the  company.  "The  price 
may  not  be  the  most  important  thing," 
says  Aarne  Aamodt,  production  manager 
at  Lyse.  "The  European  Union  will  need 
to  have  an  economic  framework  to  make 
new  renewable  technology  possible." 

Sway  board  member  Simen  Hesleskaug 
admits  deepwater  wind  could  be  twice  as 
expensive  to  tap,  but  oceans  offer 
limitless  scale:  "You  can  produce  a  lot  of 
electricity."  F 


Blue  H's  deepwater  turbine  uses  a  platform 
for  stability;  Statoil's  uses  three  tethers. 


re  you? 


BMO  S   Capital  Markets 
Ambition,  meet  execution. 


Revolutionaries 


NUTRITION 


Kunio  Torii 
says  monosodium 

glutamate 
can  fight  world 

hunger  and 
shrink  America's 
waistlines. 
By  Chana  R. 
Schoenberger 


IN  A  SUSHI  RESTAURANT  NEAR  HIS 
lab  outside  Tokyo,  Kunio  Torii  picks 
up  a  steaming  bowl  of  arajiru,  Japan- 
ese fish-head  soup,  and  gestures  at 
the  swirling  seaweed.  "Delicious,"  he 
says.  What  gives  the  soup  its  richness  is 
the  strong  presence  of  umami,  the  savory 
taste  also  inherent  in  meat,  Parmesan 
cheese,  soy  sauce  and  mushrooms.  "Plenty 
of  glutamate,"  he  says,  before  drinking  it. 

To  the  American  diner,  "glutamate"  is 
a  bad  word,  conjuring  up  an  evening  of 


hot  flashes  after  a  close  encounter  with 
Kung  Pao  chicken  in  a  Chinese  restau- 
rant. But  to  the  rest  of  the  world 
monosodium  glutamate  (the  salty,  ion- 
ized variation  of  the  glutamic  amino  acid) 
is  a  beloved  tabletop  companion, 
especially  in  Asia,  where  it's  sprinkled 
liberally  to  enhance  flavors. 

Torii,  a  61 -year-old  veterinarian  with 
two  Ph.D.s  in  animal  nutrition,  is  one  of 
the  world's  leading  experts  on  mono- 
sodium glutamate  and  is  the  highest- 


ranking  scientist  at  Tokyo  food  company 
Ajinomoto.  Ajinomoto  discovered  MSG 
a  century  ago  and  last  year  sold  $980  mil- 
lion worth  of  the  flavor-enhancing  white 
crystals,  9%  of  its  total  revenue. 

Torii  doesn't  feel  the  need  to  defend 
MSG;  repeated  studies  have  failed  to  find 
a  link  between  it  and  "Chinese  restau- 
rant syndrome."  Torii  is  too  busy  trying 
to  establish  MSG's  ability  to  improve 
nutrition  for  hospital  patients,  the  eld- 
erly, babies  and  the  world's  hungry. 

Last  year  the  Torii  lab  in  Kawasaki 
proved  that  the  stomach  has  its  own 
umami  receptors,  suggesting  that  even 
if  the  tongue  can't  taste  it,  the  brain 
can  still  sense  its  presence  via  the 
vagus  nerve. 

Thus,  administering  glutamate 
directly  to  the  stomach,  via  a  hospital 
patient's  feeding  tube,  say,  might  trick 
the  body's  metabolic  pathways  into 
thinking  that  they  are  getting  regular 
food.  Early  work  toward  this  discovery 
led  to  an  Ajinomoto  product  launched 
in  2006,  an  umami-packed  liquid  food 
for  hospitals  that  is  selling  well  in  Japan. 

In  an  Ajinomoto-funded  study  pre- 
sented in  the  fall,  researchers  found  that 
elderly  hospital  patients,  who  have 
decreased  sensitivity  to  umami,  ate  more 
of  their  rice  porridge  when  MSG  was 
added,  improving  their  nutrition  levels. 
"I'm  very  concerned  with  how  to  eat  ade- 
quately and  keep  the  balance  of  the  nutri- 
ents at  every  meal,"  Torii  says. 

Ajinomoto  researcher  Eiichiro 
Kimura  just  returned  from  Ghana's  Prin- 
cess Mary's  Hospital,  where  the  Torii  lab  is 
overseeing  a  study  of  40  malnourished 
children.  Kimura  hopes  to  show  that 
adding  glutamate  to  soup  made  of 
peanuts,  the  only  protein  widely  available 
in  the  impoverished  country,  will  improve 
nutrient  absorption. 

Torii  is  also  trying  to  find  out  if 
umami  trips  the  same  neural  pathways 
that  protein  does.  If  that's  true,  adding 
MSG  to  food  might  fool  the  brain  into  a 
sensation  of  fullness,  a  potential  weapon 
against  obesity.  Maybe  inserting  glutamate 
into  a  head  of  broccoli  would  make  kids 
think  they  were  eating  a  cheeseburger. 
One  can  only  hope.  F 
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BMO  CAPITAL  MARKETS  HELPED  THESE 
COMPANIES  REACH  NEW  HEIGHTS  IN  2007 


MERGERS  & 
CQUISITIONS 


H 
■pi 


'AVE  MART 
Supermarkets 


Advisor  on  Acquisition  of 
Albertsons  LLC 
Northern  California  Division 

February  2007 


Portfolio  Company  of 
^Associates 

Advisor  on  Sale  to 
Abrams  Capital,  LLC  and 
Greenhill  Capital  Partners 

June  2007 


Matrix 

Portfolio  Company  of 
Tricor  Pacific  Capital,  ^nc. 

$210,000,000 


Advisor  on  Sale  to 
Sonoco  Products 


TR ANZ ACT 

 — 'Direct  Results 

Portfolio  Company  of 

^HALYARD 
$185,000,000 

Advisor  on  Sale  to 
Veronis  Suhler  Stevenson 

October  2007 


Great  Lakes  Carbon 
Income  Fund 


$765,000,000 

Advisor  on  Sale  to 
Oxbow  Carbon  and  Minerals 

July  2007 


$2,800,000,000 

Advisor  on  Sale  to 
Yamana  Gold 


October 2007 


W 

WW  rttEH  ENEKliY  CORPORATION 

Arlington  Capital  Partners 

$188,000,000 

Advisor  on  Acquisition  of 
Daily  Racing  Form 

Advisor  on  Sale  to 
Sterling  Energy  PLC 

October  2007 

January  2007 

FCStone  I  <s 


UNDERSTAND- SIMPLIFY- SUCCEED 

$140,760,000 

Initial  Public  Offering 


NORTHSTAR  HEAI.THCARL  INC 


CAD$  170,285,437 

Initial  Public  Offering 


^CXDMSYS 


$49,000,000 

Bought  Deal 


Blprk  W*t  Corporation 

$1,000,000,000 

Acquisition  Bridge  Facility 


|oint  Bookrunner 

March  2007 


Sole  Bookrunner 

May  2007 


Sole  Bookrunner 

January  2007 


Co- Arranger 

May  2007 


-  EjYBCOR 

knowimc/go  ti 


$675,000,000 

Senior  Secured  Credit  Facilities 

Sole  Lead  Arranger, 
Sole  Bookrunner  & 
Administrative  Agent 

September  2007 


$195,000,000 

Senior  Secured  Credit  Facilities 


Joint  Lead  Arranger  & 
Co-Syndication  Agent 

November  2007 


$325,239,727 

Senior  Secured  Credit  Facilities 


Lead  Arranger  & 
Administrative  Agent 

February  2007 


The  Parker  Group 


$185,000,000 

Unit  Tranche 
Credit  Facility  with  Warrants 


Sole  Placement  Agent 

September  2007 


MESSAGE  IN  A  BOTTLE 


Drinking 
The  Xanfio 

This  magic  potion  will  cure  all  your  ills.  If  it  doesn't  do  that, 
it  will  make  you  rich.  Or  maybe  not  By  Helen  Coster 


pi 
\ 
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Drink  it  up:  Distributors  use  Web  videos  and  social  networks,  including  Facebook  (far  right),  to  get  people  to  buy — and  sell — XanGo. 


DOZEN  PEOPLE  SITTING  ON 

A tot-size  chairs  in  a  gym's  day 
care  center  in  Patchogue, 
N.Y.  are  urged  to  share  the 
good  things  they  have  expe- 
rienced after  drinking  XanGo,  a  tart, 
pulpy  beverage  made  from  the  southeast 
Asian  mangosteen  fruit. 

Holding  a  maroon  folder  labeled 
"Medical  Breakthrough,"  John  Machlovitz, 
a  XanGo  distributor,  asks  attendees  to  share 
feedback  from  "doing"  the  juice,  one  of  the 
hottest  products  in  the  dietary-supplement 
market.  Hands  shoot  up  and  the  testimo- 
nials begin:  Antioxidant-loaded  XanGo 
|  calms  acid  reflux,  cures  migraines,  chases 
I  away  brown  spots  on  the  skin  of  someone's 
I  mother.  Spend  time  with  enough  XanGo 
1  vendors  and  you'll  hear  just  about  any  claim. 
I  The  juice,  say  the  fans,  can  cure  or  prevent 
!  everything  from  cataracts  to  cancer. 

Such  grandiose  claims,  spread  by  word 
I  of  mouth  and  all  over  the  Web,  have  made 
I  XanGo  LLC,  the  Lehi,  Utah  producer  of  the 
I  juice,  perhaps  the  nation's  fastest-growing 
1  pyramid  marketing  company.  XanGo 
reports  it  has  800,000  distributors  in  23 
countries.  The  company  won't  disclose 
sales  but  industry  watchers  say  revenue 
probably  exceeded  $350  million  last  year. 

The  parent  company  cannot  make 
lavish  health  claims  for  XanGo  juice,  not 
without  having  the  Food  &  Drug  Ad- 
ministration come  after  it  demanding 
scientific  proof.  But  there's  just  no  stop- 
ping those  resellers.  How  could  the  FDA 
possibly  police  what  800,000  people  say? 

XanGo  is  structured  much  like 
Amway.  For  a  $35  fee,  anyone  can  become 
a  distributor.  That  fee  allows  you  to  buy 
four-bottle  packs  of  the  juice  for  $100  and 
to  resell  the  25-ounce  bottles  for  $38  each. 


The  membership  also  entitles  you  to 
recruit  other  vendors.  A  distributor  gets  at 
least  5%  of  the  sales  made  anywhere  in  the 
pyramid  below  him — to  his  recruits,  their 
recruits  and  so  on. 

The  system  inspires  distributors  to 
believe  in  the  beverage,  or  at  least  to  say 

By  the  Numbers 


Strange  Fruit  i 


The  fine  NuSkin,  a  Utah  multi- 
level marketer,  paid  the  Federal  Trade 
Commission  after  claiming  its  supplements 
reduced  fat  and  built  muscle. 

w^r  w£  m  |  m  %W  %#  Amount  XanGo 
staffers  and  their  families  contributed  through 
2006  to  Utah  Senator  Orrin  Hatch,  a  champion 
for  the  dietary-supplement  industry. 


§9  '  ^  Price  of  a  100ml  bottle  of 
Mangosteen  Eau  de  Parfum  from  retailer  Fresh. 


Number  of  dietary-supplement 
companies  based  in  Utah,  a  popular  spot  for 
multilevel  marketers. 


Cost  of  a  mangosteen  at  the  Orchard, 
a  produce  store  in  Brooklyn,  N.Y. 


in  Thailand. 


Cost  of  a  mangosteen 


Sources:  Federal  Trade  Commission;  Center  for  Responsive  Politics; 
Economic  Development  Corp.  of  Utah. 


they  believe.  "I  am  completely  pain  free 
and  medication  free  ...  coming  from 
someone  [who]  was  spending  most  of  her 
days  in  bed  prior  to  XanGo,"  one 
distributor  wrote  recently  on  Facebook. 
On  XanGo  TV,  a  company-sponsored 
Web  site  where  distributors  are  encour- 
aged to  post  testimonial 
flj^  videos,  Robert  Hoskins 
of  Owensboro,  Ky, 
%  says  drinking  the 
\  deep-purple  bever- 
age for  three  years 
has  kept  his  two 
aging  dogs  peppy 
Gayle  Goldapp,  a 
XanGo  distributor  in 
Branson,  Mo.,  says  drinking 
the  juice  alleviates  the  head- 
aches and  fatigue  she  suffers 
from  chronic  Lyme  disease.  If 
you  don't  believe  her  medical 
claims,  maybe  you'll  believe 
her  financial  ones — she  says 
she  is  selling  $40,000  worth 
of  XanGo  a  month. 

On  XanGo's  30-acre 
campus  in  Utah,  XanGo 
executives,  tan  from  a  recent 
distributors'  rally  in  Cancun, 
won't  disclose  how  much 
mangosteen  goes  into  each 
bottle,  or  how  much  they  pay 
for  the  fruit,  which  sells  for  a 
few  cents  each  in  places  like 
Thailand  and  Puerto  Rico. 
Brothers  Joseph  and  Gordon 
Morton,  who  founded  the 
company  in  2002,  dismiss 
the  threats  issued  by  the  FDA 
a  few  years  ago  about  the 
wording  in  some  sales  bro- 
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chures  as  being  misdirected.  "It  wasn't 
our  literature,"  says  Gordon,  41.  And 
what  about  claims  made  in  meetings 
and  on  the  Web,  despite  a  compliance 
department  at  HQ  that  keeps  a  lookout 
for  such  things?  "I  can't  monitor  indi- 
vidual conversations,"  says  he. 

The  Morton  brothers  grew  up  helping 
their  dad,  a  manager  for  Natures  Sunshine, 
pack  vitamin  orders  in  Shelburne,  Ont. 
They  moved  to  Utah  after  they  graduated 
from  college  and  worked  at  several  differ- 
ent diet-supplement  companies.  Joseph,  38, 
learned  about  the  mangosteen  in  Malaysia, 
where  he  worked  with  Enrich 
International,  a  multilevel  peddler  of 
vitamins  and  minerals.  He  heard  that  the 
mangosteen,  a  tangerine-size  fruit  (un- 
related to  the  mango)  with  a  hard  purple 
rind  and  a  fleshy  white  interior,  had 
medicinal  properties. 

Then  another  Morton  brother, 
David,  35,  unearthed  obscure  papers 
from  the  University  of  Madras  in  India 
and  Tohoku  University  in  Sendai,  Japan 
that  suggested  a  connection  between  the 
mangosteen  rind  and  xanthones,  which 
have  antioxidant  properties.  That  whiff 
of  science  was  good  enough  to  get 
XanGo  (the  name  blends  "xanthone"  and 
"mangosteen")  under  way.  The  Mortons 
asked  Aaron  Garrity,  a  colleague  from 
Enrich,  to  be  chief  executive. 

Cure-all  fruit  drinks  are  all  the  rage 
in  the  world  of  multilevel  marketing, 
where  distributors  often  sign  up  with 
the  idea  that  they  will  get  rich  quick. 
Former  Fruit  of  the  Loom  chief 
executive  William  Farley  is  backing  a 
multilevel  marketing  company  that 
sells  a  juice  concoction  called  Zrii, 
made  from  the  amalaki  fruit.  And  then 
there's  Tahitian  Noni  International,  the 
Provo  maker  of  a  "health"  drink  from 
the  noni  fruit  (FORBES,  May  24,  2004). 

In  Patchogue,  Machlovitz,  who 
oversees  7,000  distributors,  is  eager  to 
reel  in  a  few  more.  "How  do  you  think 
Bill  Gates  got  to  be  the  worlds  richest 
man?"  he  says.  "He's  getting  paid  off 
86,000  people!"  So  do  fat  checks  "just 
start  showing  up  in  your  mailbox?"  one 
attendee  asks.  It's  the  only  moment 
when  Machlovitz  looks  uneasy.  "Yeah," 
he  says.  "Something  like  that."  F 


LUXE  WEB 


By  Invitation  Only 

Discounters  Alexis  Maybank 
and  Alexandra  Wilkis  Wilson  are 
in  tune  with  the  hoity-toity  brands 
they  sell:  Act  exclusive. 

By  Lauren  Sherman 
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THE  SAMPLE  SALE  IS  A  CHER- 
ished  ritual  of  the  urban  fash- 
ionista.  Luxury  brands  hold 
these  events,  usually  by  invita- 
tion only,  to  unload  inventory 
at  discounts  of  50%  to  70%.  In  Paris  they 
call  it  the  vente  privee.  In  New  York  the 
semiannual  Barneys  Warehouse  Sale  has 
them  lined  up  around  the  block.  Sales  are 
always  final,  so  shoppers  strip  down  to 
their  skivvies  between  the  racks  to  make 
sure  a  $3,000  dress  is  a  good  fit  at  $600. 

The  Web  has  given  luxury  closeouts  a 
new  life.  The  granddaddy  of  the  bargain-luxe 
Web  is  Frances  vente-privee.com,  which  in 


six  years  has  amassed  5  million  members. 
It  grossed  $500  million  last  year  and  inspired 
dozens  of  copycats,  including  Spain's  BuyVip, 
which  started  up  in  2006  with  $2.5  million 
in  venture  funding. 

Now  Alexis  Maybank  and  Alexandra 
Wilkis  Wilson,  founders  of  the  Gilt  Groupe, 
are  bringing  the  idea  to  the  U.S.,  where  "bar- 
gain luxury"  is  not  an  oxymoron  (witness 
the  success  of  Costco  in  selling  high-end 
brands).  Maybank,  33,  and  Wilkis  Wilson, 
31,  known  inside  the  company  as  A&A,  have 
been  friends  since  college,  when  they  met 
in  Portuguese  class  at  Harvard.  After  they 
both  finished  Harvard  Business  School, 
Maybank  joined  Ebay  in  its  early 
days  before  it  went  public,  help- 
ing it  launch  Ebay  Canada  and 
Ebay  Motors  before  she  jumped 
to  AOLs  e-commerce  division. 
Wilkis  Wilson  worked  as  a  mer- 
chandising executive  at  both 
Bulgari  and  Louis  Vuitton. 

Last  summer,  when  brain- 
storming ideas  for  a  new  busi- 
ness, Maybank  seized  on  the 
idea  of  selling  to  "aspirational" 
luxury  buyers,  that  is,  people  who 
want  luxury  goods  but  can't  quite 
afford  them.  Many  brands,  wor- 
ried about  having  their  cachet 
sullied,  don't  sell  directly  via  the 
Web,  and  a  few,  such  as  Balenci- 
aga,  forbid  other  companies  to 
sell  their  goods  online.  But  the 
right  site  could  offer  brand  own- 
ers a  quick,  painless  exit  for  their 
slow-selling  items. 

"Existing  online  channels 
weren't  protective  of  the  fashion 
and  luxury  brands,  resulting  in 
a  bit  of  a  heartburn  for  those 
companies,"  says  Maybank. 

So  she  raised  some  seed 
money  from  Kevin  Ryan,  the  co- 
founder  of  DoubleClick,  and 
Gilt.com  went  live  in  November 
2007.  Matrix  Partners  put  $5  mil- 
lion of  equity  funding  into  Gilt  a 
few  weeks  later.  For  the  company 
name  the  founders  borrowed  a 
debonair  "e"  from  French  (or 
was  it  from  "shoppe"?). 

Gilt's  site  is  invitation-only, 
which  lends  it  the  air  of  exclusiv- 


ity that  labels  are  looking  for  (and  it  keeps 
shopping  search  services  like  Shopzilla 
from  trawling  Gilt's  site  for  sale  information). 
But  scoring  a  free  membership  is  easy;  you 
can  either  be  invited  by  one  of  the  75,000 
existing  members  or  by  requesting  an 
invitation  through  customer  service. 

Gilt  acquires  its  merchandise  directiy 
from  the  fashion  houses  instead  of  buying 
from  wholesalers  as  most  discounters  do.  It 
runs  at  least  three  sales  per  week  and  hires 
its  own  models  and  photographers  to  pres- 
ent the  clothing  straight  for  the  camera  (no 
Vogue-like  high-concept  shoots  that  make 
the  clothes  hard  to  see).  So  far  the  site  has 
hosted  sales  for  31  women's  wear  and  jew- 
elry designers,  including  Zac  Posen,  Judith 
Ripka  and  Rachel  Roy.  A  $3,175  ostrich 
feather  jacket  from  Alessandro  Dell'Acqua 
recentiy  went  for  $618.  A  silk  chiffon  ruffle 
gown  from  Notte  by  Marchesa  that  retails 
for  $990  went  for  $320. 

Maybank  plans  to  add  more  sales  as  she 
adds  staff,  branching  into  menswear  and 
home  goods  later  this  year.  The  sales  are 
announced  a  day  to  a  week  in  advance  by 
e-mail  and  last  for  24  hours,  or  until  every- 
thing is  sold.  Goods  are  shipped  out  in  black 
boxes  from  a  nondescript  warehouse  at  the 
Brooklyn  Navy  Yard.  Buyers  can  return  un- 
worn clothes  and  shoes  within  14  days;  ac- 
cessories can't  be  returned.  Maybank  says  the 
sales  have  been  grossing  close  to  $70,000 
each,  with  92%  of  goods  sold.  Profits  are  se- 
cret, but  Gilt  says  it's  profitable. 

Maybank  brags  that  her  site  is  selling 
goods  that  are  still  going  for  full  price  at 
Bergdorf  Goodman  and  Eluxury.com,  but 
it's  far  from  clear  yet  that  Gilt's  growth  will 
cut  into  profits  at  established  retailers.  "Ten 
years  ago  they  said  the  Internet  would 
replace  traditional  brick-and-mortar.  It 
didn't  quite  turn  out  that  way,  and  both  have 
learned  to  coexist,"  says  Marshal  Cohen,  a 
retail  analyst  with  the  NPD  Group. 

Wilkis  Wilson's  job  is  to  sweet-talk 
luxury  designers  into  selling  their  unsold 
inventory  to  Gilt.  "I  have  so  many  brands 
banging  down  our  door  that  I  have  to  say 
no,"  she  says. 

Eventually  the  far  larger  vente-privee.com 
will  set  up  in  the  U.S.,  giving  Gilt  competi- 
tion it  hasn't  had  in  its  early  life.  But  A&A  will 
have  staked  out  some  nice  territory  before 
then.  F 
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YOTHI RAMULLA  NAGA  IS  4  FEET  TALL. 
From  sunup  to  sundown  she  is  hunched  over  in  the 
fields  of  a  cottonseed  farm  in  southern  India,  earning  20 
cents  an  hour.  Farmers  in  the  Uyyalawada  region 
process  high-tech  cottonseeds  genetically  engineered  to 
contain  a  natural  pesticide,  on  behalf  of  U.S.  agriculture 
giant  Monsanto.  To  get  the  seeds  to  breed  true  the  farm- 
ers have  to  cross-pollinate  the  plants,  a  laborious  task 
that  keeps  a  peak  of  a  dozen  workers  busy  for  several 
months  on  just  one  acre.  And  to  make  a  profit  the  farm- 
ers have  to  use  cheap  labor.  That  means  using  kids  like 
Jyothi,  who  says  she's  15  but  looks  no  older  than  12. 
(Monsanto  points  to  papers  indicating  she  is  15.)  To 
harvest  the  bolls  three  months  later,  the  farmers  use 
cheap  labor  again,  not  the  machinery  that  is  used  to  pick 
cotton  in  the  U.S. 

At  the  edge  of  where  Jyothi  is  working,  a  rusting  sign 
proclaims,  "Monsanto  India  Limited  Child  Labour  Free 
Fields."  Jyothi  says  she  has  been  working  in  these  fields  for 
the  past  five  years,  since  her  father,  a  cotton  farmer,  com- 
mitted suicide  after  incurring  huge  debts.  On  a  recent 
December  morning  there  were  teens  picking  cotton  in 
nearly  all  of  a  half-dozen  Monsanto  farms  in  Uyyalawada, 
250  miles  south  of  India's  high-tech  hub  Hyderabad.  Last 
year  420,000  laborers  under  the  age  of  18  were  employed 
in  cottonseed  farms  in  four  states  across  India,  estimates 
Glocal  Research,  a  consultancy  in  Hyderabad  that  moni- 
tors agricultural  labor  conditions.  Of  that  total  54%  were 
under  the  age  of  14  and  illegally  employed. 

The  law  prohibits  children  under  14  from  working 
in  factories,  slaughterhouses  or  other  dangerous  loca- 
tions. There  are  some  exceptions  for  farmwork — if  the 
hours  are  limited,  the  kids  are  in  school  and  there  are  no 
machines  to  be  operated.  But  children  like  Jyothi  put  in 
ten-hour  days  in  the  field  and  miss  school.  Teenagers  14 
to  18  years  old  can  work  during  the  day  in  factories  but 
no  more  than  36  hours  a  week.  Employer  penalties 
include  fines  and  imprisonment.  But  enforcement  of  the 
law  is  lax. 

Even  as  India  gallops  toward  First  World  status— with 
its  booming  economy,  roaring  stock  market  and  rapid 
progress  in  autos  and  steel— it  is  still  a  giant  back-yard 
sweatshop  to  the  world,  staffed  by  underage  boys  and 
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Thousands  of  teenagers  like 
Jyothi  Ramulla  Naga,  15,  ply 
the  fields  of  southern  India 
on  behalf  of  farmers  who 
work  for  multinational 
giants.  She  earns  20  cents 
an  hour.  Monsanto  insists  it 
does  not  use  child  labor, 
defined  as  kids  under  the 
age  of  14.  Jyothi  says  she 
has  been  working  in  these 
fields  for  five  years. 
Monsanto  explains  it 
introduced  its  human  rights 
policy  in  April  2006  and 
relies  on  spot  checks  by 
field  inspectors  for 
enforcement. 
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girls.  The  government  itself,  in  its  most  recent  account 
(from  a  2001  census),  estimates  that  12.6  million 
children  under  the  age  of  14  are  at  work  in  India.  NGOs 
that  make  a  career  of  exposing  excesses  put  the  number 
much  higher — 50  million. 

Child  labor  is  as  old  as  the  earliest  settlements  in  the 
Indus  Valley  thousands  of  years  ago.  It  is,  for  that  matter, 
not  unknown  in  the  U.S.  As  recently  as  2001  Nebraska's 
legislature  was  debating  whether  to  outlaw  the  use  of  12- 
and  13-year-olds  in  seed  corn  fields,  where  youngsters  of 
this  age  accounted  for  25%  or  more  of  detasseling  labor. 
(This  job  is  like  Jyothi's,  except  that  in  hybrid  seed  corn 
production  the  game  is  to  prevent  self-pollination.)  The 
difference  is  that  the  teenagers  in  the  Midwest  get  $7  an 
hour  so  they  can  spend  it  at  the  mall.  Their  Indian  coun- 
terparts are  getting  20  cents  an  hour  to  buy  food. 

Every  time  you  buy  an  imported  handmade  carpet, 
an  embroidered  pair  of  jeans,  a  beaded  purse,  a  deco- 
rated box  or  a  soccer  ball  there's  a  good  chance  you're 
acquiring  something  fashioned  by  a  child.  Such  goods 
are  available  in  places  like  GapKids,  Macy's,  ABC  Carpet 
&  Home,  Ikea,  Lowe's  and  Home  Depot.  These  retailers 
say  they  are  aware  of  child-labor  problems,  have  strict 
policies  against  selling  products  made  by  underage  kids 
and  abide  by  the  laws  of  the  countries  from  which  they 
import.  But  there  are  many  links  in  a  supply  chain,  and 
even  a  well-intentioned  importer  can't  police  them  all. 

"There  are  many,  many  household  items  that  are 
produced  with  forced  labor  and  not  just  child  labor,"  says 
Bama  Athreya,  executive  director  of  the  International 
Labor  Rights  Forum  in  Washington,  D.C.  It's  a  fact  of  a 


global  economy,  and  will  continue  to  be,  as  long  as 
Americans  (and  Europeans)  demand  cheap  goods— and 
incomes  in  emerging  economies  remain  low.  If  a  child  is 
enslaved,  it's  because  his  parents  are  desperately  poor. 

The  UN  International  Labor  Organization  guesses  that 
there  are  218  million  child  laborers  worldwide,  7  in  10  of 
them  in  agriculture,  followed  by  service  businesses  (22%) 
and  industry  (9%).  Asia-Pacific  claims  the  greatest  share 
of  underage  workers  (122  million),  then  sub-Saharan  Africa 
(49  million).  Noteworthy  offenders:  Cambodia,  Mali, 
Burkina  Faso,  Bolivia  and  Guatemala  (see  chart).  A  decade 
ago  India  ratified  the  UN  convention  on  children's  rights 
but  refused  to  sign  one  key  clause  that  set  the  standard  for 
child  labor — 14  and  under.  "This  already  waters  down  their 
obligations  under  international  law,  which  of  course 
remains  a  voluntary  matter,"  says  Coen  Kompier  at  the  ILOs 
New  Delhi  bureau. 

Cottonseed  farmer  Talari  Babu  is  a  slim,  wiry  man 
dressed,  when  a  reporter  visited  him,  in  black  for  a  Hindu 
fast.  "Children  have  small  fingers,  and  so  they  can  remove 
the  buds  very  quickly'  he  says,  while  insisting  that  he  no 
longer  employs  the  underage.  "They  worked  fast,  much 
faster  than  the  adults,  and  put  in  longer  hours  and  didn't 
demand  long  breaks.  Plus,  I  could  shout  at  them  and  beat 
or  threaten  them  if  need  be  to  get  more  work  out  of  them." 
He  could  also  tempt  them  with  candy  and  cookies  and 
movies  at  night.  Babu  says  that  pressure  from  Monsanto 
and  the  MV  Foundation,  an  NGO  in  Andhra  Pradesh 
backed  by  the  Dutch  nonprofit  Hivos,  forced  him  to  quit 
using  child  labor.  But  minutes  after  a  visitor  arrives  at  his 
field,  he  receives  a  call  on  his  cell  phone  asking  him  if  a 


Big  Numbers  From  Small  Hands 


Child  labor  is  a  global 
phenomenon.  Still,  some 
of  the  poorest  regions  of 
the  world — and  certain 
countries  in  particular — 
stand  out  for  their 
reliance  on  work  done 
by  the  underaged. 


CAMBODIA 

3,386,743 


BANGLADESH 

34,082,174 


BOLIVIA 

1,783,061 


BURKINA  FASO 

3,462,184 


%  of  children  in 
labor  force 


GUATEMALA 

3,225,382 


INDIA 

199,791,198 


MALI 

3,664,237 


f 


Figures  are  for  the  total  number  of  children  5  to  14  years  old,  except 
Bolivia  and  India,  7  to  14  years  old.  Sources:  ILO;  UNICEF;  World  Bank  Group. 
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raid  was  being  carried  out  on  his 
farm.  In  2006,  he  says,  Monsanto 
paid  him  a  $360  bonus  for  not  using 
child  laborers.  The  bonus,  though, 
doesn't  make  up  for  the  higher 
wages  that  adults  command.  Says 
Babu:  "Had  I  used  children,  I 
would've  earned  more." 

Monsanto's  competitors,  the 
Swiss  Syngenta  and  the  German 
Bayer,  also  contract  with  farmers 
in  India  to  produce  seed.  For  all 
three  the  arrangement  is  like  the 
one  that  governs  chicken  produc- 
tion in  the  U.S.,  with  a  giant  cor- 
poration supplying  inputs  to  a 
small  farmer  and  then  picking  up 
the  output  at  harvest  time. 

A  typical  Monsanto  farmer 
owns  only  1  to  4  acres  of  intensely 
cultivated  cotton  plants  and  keeps 
up  to  a  dozen  workers  busy  for 
the  better  part  of  a  year  tending 
to  the  plot.  Often  the  farmer  is 
from  a  higher  caste  (Brahmin), 
the  laborers  from  a  landless  lower 
caste  (Dalit).  The  pay,  typically 
$38  to  $76  a  month,  goes  directly 
to  the  parents  of  the  workers. 
Sometimes  the  farmer  pays  for 
the  labor  in  advance,  or  offers 
a  loan,  charging  the  parents  inter- 
est of  1.5%  to  2%  a  month.  There 
may  be  deductions  from  the  pay 
envelope  for  food.  Boarding 
for  migrant  laborers  is  usually 
free — often  a  spot  on  the  farmers 
veranda  or  in  a  shed  with  fertiliz- 
ers or  on  a  rooftop,  next  to  the  drying  cotton. 

The  season  starts  with  the  sowing  of  seed,  staggered 
over  a  three-month  period  that  begins  in  April.  Two 
months  after  a  row  is  planted  the  bushes  are  in  bloom 
and  the  real  work  begins.  Pollen  from  male  plants  must 
be  dusted  by  hand  onto  the  flowers  of  female  plants.  The 
pollination  work  lasts  for  70  to  100  days  and  is  followed 
by  cotton-picking  staggered  over  several  months.  Chil- 
dren's hands  are  ideal  for  the  delicate  work  with  stamens 
and  pistils.  Their  bodies  are  no  better  at  withstanding 
the  poisons.  At  least  once  a  week,  says  Davuluri 
Venkateshwarlu,  head  of  Glocal,  farmers  spray  the 
fields  with  pesticides  like  Nuvacron,  banned  by  the  U.S. 
Environmental  Protection  Agency,  and  endosulfan, 
methomyl  and  Metasystox,  considered  by  the  EPA  to  be 
highly  toxic.  Venkateshwarlu  ticks  off  the  effects  of  over- 
exposure: diarrhea,  nausea,  difficulty  in  breathing,  con- 
vulsions, headaches  and  depression. 


The  farmers  buy  the  starter  seed  from  Monsanto  at  a 
cost  that  comes  to  the  equivalent  of  $30  an  acre.  That  acre 
will  produce  something  like  900  pounds  of  cottonseed,  to 
be  sold  back  to  Monsanto  at  $3.80  a  pound,  or  $3,400  an 
acre.  The  cotton  fiber  is  sold  separately  by  a  middleman. 

In  a  magnanimous  gesture  that  accomplished  noth- 
ing, the  Indian  government  cracked  down  on  the  seed 
companies  by  putting  a  ceiling  on  the  cost  of  the  starter 
seed  (it  used  to  be  $64  an  acre)  but  did  nothing  to 
change  the  price  paid  for  the  product  seed,  left  to  the 
seed  companies.  The  product  price  has  remained  essen- 
tially flat  in  rupee  terms  over  the  past  six  years,  despite 
4.7%  average  annual  inflation  in  India. 

Farmers  say  their  cost  squeeze  forces  them  to  use 
child  labor.  "That  allegation  is  not  true,"  says  Monsanto 
spokesperson  Lee  Quarles.  "Indian  cottonseed  produc- 
ers actually  realize  almost  seven  times  the  financial 
benefits  growing  cottonseed  for  local  seed  companies 


Santosh,  7  years 
old,  spent  her 
first  week  on  the 
job  at  a  quarry 
in  the  state  of 
Rajasthan. 
She  gets  paid  by 
the  cobble.  At  a 
nearby  quarry, 
Raju,  15,  has 
been  at  it  four 
years,  a  veteran 
of  the  piles  of 
sandstone  waste. 
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than  if  they  were  to  sell  that  same  yield  at  farm  gate 
prices" — using  their  land,  that  is,  primarily  to  produce 
cotton  rather  than  seed. 

In  the  neighboring  states  of  Karnataka,  Maharashtra 
and  Gujarat,  you  find  children  producing  genetically 
modified  seeds  for  such  vegetables  as  okra,  tomatoes, 
chilies  and  eggplant,  in  the  service  of  Syngenta,  says 
Venkateshwarlu.  The  tomato  and  chili  flowers  are  even 
smaller  and  more  delicate  than  the  cotton  buds.  The 
pesticides  are  more  frequently  applied,  Venkateshwarlu 
says,  and  the  pay  is  less,  5  to  10  cents  an  hour,  even 


though  the  mandated  minimum  wage  is  17  cents.  Not 
so,  Syngenta  insists.  "Our  contracts  require  payment  of 
minimum  wage,"  says  Anne  Burt,  a  spokesperson, 
adding  that  Syngenta  has  a  strict  policy  against  child 
labor.  The  seeds  are  sold  to  U.S.  farmers,  the  tomatoes 
and  eggplant  to  U.S.  consumers. 

Monsanto,  Syngenta  and  Bayer,  all  working  under 
the  glare  of  labor  monitors  like  Glocal,  are  grappling 
with  ways  to  prevent  the  abuse  of  children.  They  have, 
in  fact,  a  symbiotic  relationship  with  these  outside 
groups,  sometimes  paying  them  to  keep  watch  over  the 
fields  or  scold  parents  into  sending  their  children  to 
school.  Monsanto  says  if  it  finds  a  farmer  employing 
children,  it  cans  him.  But  in  interviews  farmers  say  that 
happens  only  after  a  third  offense.  "The  problem,"  says 
Mohammad  Raheemuddin  of  the  MV  Foundation  in 
Hyderabad,  "is  that  too  few  people  have  been  assigned 
to  monitor  a  vast  area." 

"One  reason  [monitoring  groups]  are  so  impor- 
tant in  India  is  because  the  government  has  been  an 
utter  failure  in  implementing  the  law,"  says  Zama 
Coursen-Neff,  deputy  director  at  Human  Rights 
Watch  in  New  York  City.  "But  in  any  situation  where 
there's  funding  available  there  is  room  for  corruption 
and  abuse"  (see  box). 


Caveat  Donor 

India  has  46  billionaires,  and  it  has  300  million  people  living  on  less 
than  $1  a  day.  As  the  nation's  experiment  with  socialism  collapsed,  a 
swarm  of  do-gooder  organizations  moved  in,  offering  services  tradi- 
tionally provided  by  government — or,  at  least,  pretending  to  do  so.  Their 
backers  include  newly  affluent  Indians,  Westerners  and  the  World  Bank. 
At  last  count,  according  to  the  Indian  government,  32,100  NGOs  were 
registered  to  receive  money  from  abroad  and  18,600  were  doing  so. 

Is  the  money  well  spent?  Says  Dipankar  Gupta,  a  professor  of  social 
sciences  at  Jawaharlal  Nehru  University,  "95%  of  the  NGOs  are  giving  the 
remaining  5%  a  bad  name."  The  World  Bank  would  agree:  Last  month,  for 
the  second  time  since  2006,  it  alleged  fraud,  bribery  and  fake  documents 
among  bogus  health  care  charities. 

Many  Indian  nonprofits  have  done  good  works  with  slender  means. 
Pratham,  a  group  in  Mumbai,  has  helped  hundreds  of  kids  get  a  decent  ed- 
ucation. CanSupport,  in  New  Delhi,  provides  free  care  for  terminally  ill  cancer 
patients.  Sanjay  Bapat,  founder  of  lndianNGOs.com,  says  NGOs  played  an 
important  role  in  the  passage  of  the  Right  to  Information  Art,  which  lets 
citizens  find  out  how  members  of  parliament  are  spending  taxpayer  funds, 
among  other  things.  Other  groups  have  forced  American  and  European 
corporations  to  come  to  terms  with  child  labor  problems. 

But  with  little  accountability  come  opportunities  for  skulduggery.  Local 
groups  may  register  with  their  charity  commissions;  those  seeking  funds 
from  non-Indians,  with  the  Ministry  of  Home  Affairs.  Both  must  file  finan- 
cial reports,  Bapat  says.  But  release  of  those  reports  to  the  public  is  op- 
tional, and  no  agency  oversees  or  audits  the  work  of  charities.  Professor 
Gupta  says  a  lot  of  folks  running  nonprofits  are  retired  government  offi- 
cials who  exploit  their  political  connections  for  money,  often  putting  their 
families  on  the  payroll.  Some  of  the  larger  groups,  he  says,  devote  70%  of 
their  budgets  to  administrative  costs,  like  air  conditioners  and  chauffeurs. 
"There's  an  expression,"  says  IndianNGOs.com's  Bapat,  '"More  people  are 
living  off  AIDS  than  dying  from  it.'" 

Even  some  legitimate  groups  play  loose  with  the  truth  in  order  to  gamer 
publicity  and  money.  A  recent  visitor  to  the  Carpet  Belt  in  northern  India  was 
invited  by  Bachpan  Bachao  Andolan,  the  group  that  busted  the  subcontrac- 
tor supplying  goods  to  GapKids,  to  witness  child  labor.  At  the  purported  site, 
two  boys,  6  years  old  or  so,  sat  before  a  loom.  When  asked  to  show  their 
weaving  skills,  they  didn't  have  a  clue  what  was  expected  of  them. 

Plenty  of  desperate  problems  go  begging  for  want  of  media  attention. 
Among  them:  domestic  abuse,  child  prostitution  and  pollution  of  drinking  water. 

How  to  tell  a  good  charity  from  a  rotten  one?  Givelndia.org  and 
Aidlndia.org  research  charities  and  say  they  can  ensure  that  90%  to  96% 
of  a  contribution  to  a  charity  that  passes  muster  goes  to  the  intended  cause. 

—Megha  Bahree  and  Emily  Stewart 
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At  the  very  least,  the  watchdogs  have  learned  to 
exploit  the  media.  Sometimes  they  tip  off  journalists 
before  persuading  the  police  to  raid  a  sweatshop.  In 
October  2007  the  New  Delhi  group  Global  March 
Against  Child  Labor  informed  the  Observer,  the  British 
daily,  that  14  kids,  some  as  young  as  10,  were  spending 
16  hours  a  day  at  a  subcontractor  embroidering  blouses 
for  GapKids.  Gap,  which  has  placed  that  vendor  on  pro- 
bation and  cut  its  orders,  recently  met  with  suppliers  to 
underscore  its  zero-tolerance  policy  and  created  a 
$200,000  grant  to  improve  workshop  conditions. 

The  labor  organizations  can't  agree  on  how  to  ame- 
liorate the  situation.  Some  say  that  children  of  poor 
families  have  to  work  in  order  to  make  ends  meet  and 
that  the  government  should  offer  them  night  classes  to 
prepare  them  for  better  jobs.  Others  want  to  end  child 
labor  by  finding  jobs  for  parents,  thereby  eliminating  the 
necessity  for  kids  to  work.  "There  is  obviously  a  demand 
for  labor,"  says  labor  economist  Ashok  Khandelwal, 
who  works  with  unions.  "But  if  a  child  is  working  that 
[usually]  means  the  parents  aren't." 

Seven-year-old  Santosh  hadn't  been  in  her  new  job  a 
week  yet  in  Dabbi,  in  the  western  desert  state  of 
Rajasthan,  when  a  reporter  visited.  Chiseling  quarry 
waste  into  blocks,  she  hurt  her  thumb  and  several  fin- 
gers while  figuring  out  how  to  hold  a  piece  of  sandstone 
in  place  with  her  foot  in  order  to  shape  it  to  the  desired 
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size.  India  is  the  third-largest  exporter  of  decorative 
stone— marble,  granite,  slate,  sandstone— after  Italy  and 
China,  with  $1.2  billion  in  export  revenue  in  fiscal  2006. 
Her  work  will  likely  end  up  in  the  garden  and  patio 
shops  of  American  retail  chains. 

"We  mandate  an  age  of  16  or  older,"  says  Karen 
Cobb,  speaking  for  Lowe's.  "Our  inspections  cover  quar- 
ries and  have  found  that  our  vendors  are  in  compliance 
with  our  standards." 

Laborers  get  paid  by  the  cobble— a  penny  for  a  piece 
of  8  square  inches,  7  cents  for  one  of  66  square  inches. 
Children  are  ideal  because  of  their  flexible  hands  and 
gende  pressure  on  die  chisel  and  the  hammer,  says  Rana 
Sengupta  with  the  Mine  Labor  Protection  Campaign 


Rakit  Momeen, 
14,  dropped  out 
of  school  and 
trekked  half 
way  across  the 
country  to  start 
working  at  a 
loom  in  the 
northern  state  of 
Uttar  Pradesh. 
Like  many  other 
carpetmakers, 
he  works  from 
6  a.m.  until 
11  p.m.  and  earns 
$25  a  month. 


(Trust)  in  Rajasthan.  Hammer  bruises  are  as  common  as 
cuts  from  flying  pieces  of  the  stone  or  slices  from  the 
chisel.  So,  too,  says  Sengupta,  is  silicosis,  tuberculosis 
and  bronchitis  from  inhaling  dust  particles. 

Leela,  10,  has  been  at  this  work  for  two  years  now.  In 
a  nine-hour  workday  she  can  turn  out  50  pieces  and  earn 
$1.26.  She  takes  two  days  off  a  month.  At  another  Rajasthan 
quarry,  1 5-year-old  Raju  has  spent  his  adolescence  among 
the  piles  of  sandstone  waste.  He  dropped  out  of  school  four 
years  ago  to  make  cobbles.  He's  become  something  of  a 
veteran.  "I  used  to  get  hit  by  these  broken  pieces  in  my 
shins  all  the  time,"  Raju  says.  "But  with  practice  I  finally 
got  it  right."  Occasionally  a  piece  of  the  chisel  breaks  and 
flies  off  like  shrapnel.  Raju  points  to  a  worker  who  has  such 
a  wound,  just  under  his  ribs.  "It  doesn't  hurt,"  he  assures. 

Further  north,  in  the  state  of  Uttar  Pradesh,  hand-knot- 
ted carpets  are  made  and  sent  to  showrooms  in  the  U.S. 
You'll  find  such  goods,  says  Washington  D.C.  NGO  Rug- 
mark,  at  Bloomingdale's,  ABC  Carpet  &  Home  and  Ikea. 
The  chains  insist  they  do  not  tolerate  child  labor. 
In  Mirzapur  most  looms  are  inside  people's  homes  or 
in  communal  sheds.  Workers  live  and  sleep  in  the  same  low- 
slung  sheds,  stepping  down  into  3-foot-deep  trenches  dug 
into  the  earthen  floors  to  house  the  looms.  Two  or  three 
people  sit  at  a  loom.  The  pits  get  damp,  especially  during 
the  monsoons,  and  after  the  daylight  fades,  weavers  must 
rely  on  a  single  naked  lightbulb. 
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For  the  past  year  14-year-old  Rakil  Momeen 
has  been  working  at  a  loom  in  a  shack  in  Mirza- 
pur.  A  fourth -grade  dropout,  he  left  his  parents 
in  West  Bengal  and  trekked  halfway  across  the 
country.  In  his  new  life  he  works  from  6  a.m.  to 
1 1p.m.  and  earns  $25  a  month.  After  every  knot 
the  threads  must  be  cut  precisely  with  a  sharp, 
curved  blade.  Rakil  complains,  not  about  nicks 
in  fingers,  but  about  homesickness.  His  face 
lights  up  as  he  remembers  his  childhood  in 
the  Malda  district.  "I  used  to  hang  out  with  my 
friends  and  my  parents  all  the  time,"  he  says.  "I 
really  miss  that."  A  cricket  fan,  he  keeps  his 
worn-out  cricket  bat  next  to  him  at  the  loom; 
occasionally  he  gets  to  play  a  game  on  Sundays. 

India  is  full  of  painful  incongruities.  In  the 
capital,  on  Asaf  Ali  Road,  just  across  from 
the  Delhi  Stock  Exchange  and  behind  a  wall  of 
tiny  storefronts,  is  a  maze  of  alleyways  2  feet 
wide,  with  exposed  rooms  on  both  sides.  In 
some  places  rickety  metal  ladders  go  three  floors 
high  to  the  rooftop.  Crammed  into  rooms  no 
bigger  than  a  king-size  bed,  six  to  eight  young 
boys,  some  as  young  as  5  years  old,  are  hard  at 
work.  They're  decorating  photo  frames,  diaries, 
shoe  heels  and  such  with  sequins  and  pieces  of 
glass.  You  can  find  similar  items  at  stores  like 
Pier  1  and  Target,  says  Athreya  of  Labor  Rights 
Forum.  The  companies  insist  that  their  vendors 
not  employ  underage  children. 

In  one  such  room,  where  the  only  piece  of  furniture  is 
a  low  workbench,  10-year-old  Akbar  sits  on  the  floor  and 
mixes  two  powders  into  a  doughy  adhesive,  his  fingers 
blackened  by  the  chemicals.  Another  boy  spreads  a  thin 
layer  of  the  mixture  on  a  photo  frame  and  a  third,  seated 
on  his  haunches,  starts  pasting  tiny  pieces  of  mirrors  and 
sequins  along  the  border.  He  sways  back  and  forth,  a  habit 
most  kids  have  developed  to  keep  the  blood  flowing 
through  their  limbs  as  they  sit  for  several  hours.  Decorat- 
ing one  5-by-5-inch  frame  consumes  six  child-hours.  The 
boys,  who  all  live  in  the  room  and  cook  their  own  food 
here,  typically  work  from  9  a.m.  to  1  a.m.  for  $76  a  month. 
Many  have  teeth  stained  from  cigarettes  they  smoke  and 
tobacco  they  chew  to  relieve  the  tedium. 

Sometime  within  the  next  few  months  Gap  intends  to 
convene  a  global  forum  to  consider  "industrywide  solu- 
tions" to  child  labor.  Good  luck.  Since  October  Gap  has 
cut  in  half  its  orders  from  a  contractor  in  New  Delhi  it 
claims  had  subcontracted  embroidery  work  out  to  an 
unofficial  vendor  without  the  company's  knowledge.  But 
in  the  wake  of  the  bust,  middlemen  have  found  new  ways 
to  duck  responsibility  by  removing  labels  that  identify  the 
origin  of  apparel.  Says  Bhuwan  Ribhu,  whose  organization, 
Bachpan  Bacho  Andolan,  helped  bust  the  contractor, 
"Now  it's  even  harder  to  trace  who  the  shipment  is  for  and 
to  hold  the  companies  accountable."  F 
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Insights  Peter  Huber 


TECHNO- 

OPTIMISM 


ON'T  PANIC  ABOU  T  SUBPRIME  MINDING  OR  ROGUE 
m  traders.  This  is  a  time  to  be  optimistic.  Prosperity 
I  and  profit  still  depend,  above  all,  on  human  ingenu- 
Kf  ity.  Wetware  is  still  the  main  asset  you're  holding  in 
any  well-diversified  stock  portfolio.  No  serious 
student  of  science  technology  can  be  anything  but  bullish  about 
the  long-term  prospects  for  profit  and  growth  in  the  ingenuity- 
driven  economy. 

Information  technology.  IT  translates  human  ingenuity  into 
binary  code,  imprints  it  on  molecular-scale  substrates  and  mass- 
produces  it  more  cheaply  than  newsprint.  The  quantity  of  pro- 
cessing power  or  storage  capacity  you  get  per  device  and  per 
dollar  still  doubles  every  few  years.  Because  they  materialize 
our  own  intelligence,  these  technologies  can  streamline,  improve 
and  automate  anything.  Nothing  will  stop  them  from  continu- 
ing to  boost  labor  productivity  in  every  sector  of  the  economy. 
The  highly  automated  factory,  to  pick  only  one  example,  can 
out-compete  any  assembly  line  in  the  world  that  runs  the  old- 
fashioned  way,  even  if  its  workers  are  plugging  in  widgets  and 
tightening  bolts  for  30  cents  an  hour. 

High-speed  communication.  Wired  and  wireless  technologies 
are  still  improving,  and  faster  than  ever  before.  So  the  cost  of 
trade  continues  to  fall,  and  that  lowers  the  effective  cost  of  every- 
thing that's  traded:  raw  materials,  labor,  durable  assets,  consumer 
goods,  capital,  commodities  and  money  itself.  In  every  market — 
and  at  every  step  from  suppliers  of  raw  materials  to  consumers  of 
finished  goods— faster,  cheaper  communication  lowers  the  cost 
of  producing  and  consuming. 

Digital  power.  Electrical  drive  trains  are  displacing  mechanical 
ones  in  factories,  ships,  hybrid  cars  and  all  the  other  heavy-lifting 
sectors  of  the  economy.  They're  made  possible  by  semiconductor 
chips  that  can  handle  megawatts  of  power,  rather  than  the  microwatts 
that  move  the  bits  through  a  laptop.  Moving  power  this  way  is 
tar  lighter,  faster,  more  precise  and  more  efficient  than  moving 
it  mechanically  through  shafts  and  gears.  Sibling  semiconduc- 


tors are  used  in  light -emitting  diodes,  solid-state  lasers  and  other 
technologies  that  generate  heat  and  light  far  more  precisely  and 
efficiendy  than  conventional  welders,  torches,  ovens  and  bulbs.  Solar 
cells  use  similar  materials  to  do  the  same  in  reverse.  And  as  every- 
where else  in  the  semiconductor  industry,  performance  doubles  and 
redoubles,  and  prices  keep  falling. 

Biotech.  Yet  another  hockey  stick,  and  this  one  is  right  at  the 
bend,  at  about  the  point  where  silicon  was  two  decades  ago.  Gene 
sequencers  can  now  read  all  the  code  that  makes  life  tick.  Bio- 
chemists can  cut,  splice  and  reassemble  it.  Scientists  now  have  the 
tools  readily  at  hand  to  copy  anything  that  life  can  build,  and  beat 
it  at  its  own  game.  They  will  soon  bioengineer  bacteria  to  melt  oil 
out  of  tar  sands,  turn  grass  into  diesel  fuel  and  scavenge  natural 
resources  of  every  kind  out  of  low-grade,  thinly  dispersed 
deposits.  They  can  design  drugs  to  replace,  boost  or  suppress 
anything  in  nature.  While  the  designing  isn't  cheap,  pharmacol- 
ogy is  much  cheaper  and  vastly  more  effective  than  hands-on 
medicine.  The  real  cost  of  health  care  is  falling  and  will  fall  faster 
as  these  technologies  continue  to  improve. 

Nanotech.  The  tools  of  the 
semiconductor  industry  are 
now  being  harnessed  to  mass- 
produce  microsensors  that  let 
microprocessors  see,  hear  and 
feel  what's  going  on  all  around. 
Chip-scale  sensors  already  tell 
an  SUV's  master  computer 
when  the  vehicle  is  about  to  roll 
over  and  the  Wii  game  con- 
troller when  the  live  player 
wants  to  swing  the  virtual  bat. 
Within  a  decade  or  two  sensors 
will  allow  microprocessors  to 
see,  hear  and  feel  far  better 
than  we  can.  Microengineered  materials  are  simultaneously 
transforming  the  manufacture  of  clothes,  cars,  jets — just  about 
everything  people  make — because  they're  far  stronger,  lighter 
and  more  functional  than  metals,  plastics  and  natural  fibers. 

Can  bad  government  policies  impoverish  us  all,  neverthe- 
less? Not  easily.  Ingenuity  is  too  compact,  powerful  and  portable 
to  be  defeated  by  inept  public  policy  that's  implemented  only 
here  or  there.  Know-how  is  as  portable  as  capital;  it  can  go 
where  it's  welcome  and  walk  away  from  incompetent  central 
bankers,  kleptocrats,  tax  collectors  and  economically  irrational 
regulators  of  every  stripe.  Lower  prices,  higher  wages,  better 
health  insurance  and  a  clean  environment  can  attract  enterprise, 
capital  and  skilled  labor  from  places  that  lack  them.  No  individual 
government  runs  the  show  anymore. 

So  sell  everything  and  buy  gold  if  you  think  that  terrorists, 
despots  or  feudal  theocracies  might  soon  pull  off  something  big 
enough  to  stifle  global  trade.  Otherwise,  buy  and  hold.  F 


Here  are  five 
scientific 
reasons  to  be 
bullish  about 
growth, 
prosperity 
and  longevity. 
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Peter  Huber  is  a  senior  fellow  of  the  Manhattan  Institute  and 
coauthor  of  The  Bottomless  Well  (Basic  Books,  January  2005). 
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TALKING 

EXPLORES  HISTORY. 

DOING 

REWRITES  IT 

IBM  and  National  Geographic  have  teamed  up  on  the  Genographic  Project  -  a  five-year  study 
that  uses  sophisticated  computer  analysis  of  DNA  contributed  by  over  200,000  people  to  map 
how  humankind  has  populated  the  globe  and  uncover  the  genetic  roots  we  all  share.  Start  seeing 
the  bigger  picture  at  ibm.com/dna  STOP  TALKING  START  DOING 
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The  Big 

Engine 

That 
Couldn't 


France's  Dassault 

has  a  great  new  fighter  jet — 

that  no  one  wants  to  buy. 

By  Joshua  Levine 


HERVfi  MORIN,  FRANCE'S  NEW  DEFENSE  MIN- 
ister,  has  an  easy  smile,  but  he  didn't  have 
an  easy  time  keeping  it  during  the  press  confer- 
ence he  gave  in  mid-December.  Morin  was 
outlining  a  new  program  to  cut  through  the 
bureaucratic  logjam  that  was  hampering  French 
weapons  exports. 

Weapons  mean  almost  as  much  to  the  French  economy  as 
wine.  The  nation  sells  three  times  as  many  dollars'  worth  of  fighter 
planes,  frigates  and  tanks  as  it  does  champagne — $9  billion  a  year. 
But  France  is  no  longer  the  global  arms  merchant  it  used  to  be  and 
has  lately  slipped  from  number  three  in  the  world  to  number  four, 
behind  the  U.S.,  Great  Britain  and  Russia.  Reporters  kept  picking 
at  the  scab:  Wasn't  this  all  the  fault  of  France's  fancy  new  Rafale 
fighter  bomber?  In  October  France  thought  it  had  a  $2.7  billion 
contract  for  1 8  Rafales  from  King  Mohammed  VI  of  Morocco.  At 
the  last  minute  the  king  changed  his  mind  and  bought  24  F-16s 
from  Lockheed  for  $2.1  billion.  Morocco  is  a  former  French 
protectorate;  the  snub  still  rankles.  "That  was  a  failure,"  Morin 
grimaced  at  the  press  conference.  "I  don't  want  to  go  over  it  again." 

Rafale  means  a  violent  gust  of  wind  in  French,  but  the  two- 
engine  Mach  2  all-purpose  fighter-bomber  has  yet  to  stir  even  a 
faint  breeze  in  the  export  market.  You  can't  blame  France's  flagging 


sale  after  abortettsale.  the  filter  jet  Rafale,  once  the 


82      FORBES      FEBRUARY  25,  2008 


STOP 


WAITING  FOR  OUTBREAKS. 

START 

PREDICTING  THEM. 

IBM  and  The  Scripps  Research  Institute  are  using  supercomputers  to  help  determine  which  of  the  one 
billion  possible  mutations  of  the  avian  flu  virus  are  the  most  infectious  so  that  vaccines  can  be  developed 
before  outbreaks  happen.  Start  anticipating  change  at  ibm.com/avianflu  STOP  TALKING  START  DOING 
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weapons  business  entirely  on  the  Rafale,  of 
course.  Still,  the  bad-luck  fighter-bomber 
illustrates  all  the  ways  the  world  has 
changed  and  France  hasn't. 

In  the  early  1980s  France  decided  to 
replace  the  seven  warplanes  in  its  fleet 
with  one  all-purpose  fighter-bomber.  The 
Rafale's  big  selling  point  is  versatility.  Its 
avionics,  from  the  Neuilly-sur- Seine  elec- 
tronics firm  Thales,  lets  it  switch  instantly 
among  air-to-air,  air-to-ground  and  air- 
to-sea  missions.  In  the  past,  fighters  had  to 
reprogram  if  they  wanted  to  shift  from 
vaporizing  tanks,  say,  to  eliminating  ships. 

That  might  have  been  a  bigger  selling 
point  in  the  export  market  if  the  Rafale  had 
appeared  on  schedule  in  1996.  But  the 
plane  took  off  ten  years  late  as  successive 
French  governments  skimped  on  develop- 
ment funding.  At  one  point  Dassault  and 
its  principal  Rafale  partners,  enginemaker 
Snecma  and  Thales,  ponied  up  $3  billion 
to  avoid  even  further  delays.  By  the  time  it 
started  to  compete  for  contracts  earlier  this 
decade,  the  Rafale  was  something  of  an 
also-flew  on  a  crowded  tarmac.  Competi- 
tion among  the  world's  deadliest  warplanes 
now  includes  two  new  American  planes, 
the  F-22  and  the  F-35,  the  Typhoon  from  a 
European  consortium  and  the  budget- 
priced  Swedish  Gripen  from  Saab.  Not  to 
mention  two  hardy  perennials,  the  fear- 


some Boeing  F-15  and  the  McDonald's  of 
fighter  planes,  Lockheed  Martin's  F-16 
(4,000  sold  and  counting). 

Like  software  and  prescription  drugs, 
airplanes  need  fat  margins  to  cover  the 
huge  development  costs.  The  gross  margin 
on  a  fighter  is  as  high  as  60%;  maintenance 
and  service  contracts  over  a  plane's  20-year 
life  run  three  times  the  sticker  price  and 
are  even  more  profitable.  Since  the  early 
1960s  much  of  those  profits  have  found 
their  way  into  the  pockets  of  the  Dassault 
family,  which  owns  just  over  half  of  $6  bil- 
lion (estimated  2007  sales)  Dassault  Avia- 
tion; EADS,  the  European  aerospace 
consortium,  owns  46.3%,  and  the  remain- 
ing 3.5%  trades  on  the  Paris  bourse. 

Dassault  pretty  much  is  the  French 
fighter  business,  which  during  the  Cold 
War  could  claim  close  to  1 5%  of  the  planes 
sold  each  year  on  the  other  side  of  the  Iron 
Curtain.  Charles  de  Gaulle  relied  on 
Dassault's  Mirage  to  carry  France's  nuclear 
bombs.  When  founder  Marcel  Dassault 
moved  to  diversify  into  commercial  airline 
production,  the  Paris  government  said  non. 
(Dassault  has  always  made  private  business 
aircraft.)  Since  1962  Dassault  has  exported 
almost  2,800  Mirage  III,  Mirage  F-l  and 
Mirage  2000  fighter  planes,  worth  some 
$96  billion.  The  last  7  Mirage  2000s  were 
delivered  to  Greece  in  November,  adding 
an  extra  $25  million  to  Dassault's  bottom 
line,  according  to  Goldman  Sachs. 

The  Rafale  is  potentially  far  more 
i     profitable.  Its  electronically  scanned 
radar,  Europe's  first,  processes  a  bil- 
ion  operations  a  second.  It  can 
calculate  data  for  eight  targets 
simultaneously,  firing  its  missiles  at 
I     a  rate  of  one  every  two  seconds.  A 
Rafale  loaded  with  air-to-air  Micas 
air-to-ground  Scalps  and  air-to-sea 


Praying  for  profits: 
Charles  Edelstenne, 
Dassault  Aviation's 
chairman  and  chief 
executive,  is  still 
banking  on  the 
defense  business. 
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Exocets  costs  $100  million  to  $130  million. 

Six  years  after  its  first  competition, 
however,  the  Rafale  has  yet  to  book  its  first 
export  dollar.  Future  prospects  are  dim— 
which  can't  please  French  taxpayers,  who 
have  already  shelled  out  $40  billion -plus 
in  development  and  production  costs.  Says 
Francis  Tusa,  who  edits  the  London  news- 
letter Defence  Analysis,  "It's  gotten  the 
reputation  of  being  a  loser." 

The  losing  streak  started  in  2002. 
That's  when  the  Netherlands  chose  Lock- 
heed's F-35  over  the  Rafale,  even  though 
that  plane  isn't  due  to  leave  the  assembly 
shop  until  201 1.  Six  years  ago  South  Korea 


Armement,  the  government  arms-export 
agency,  offered  Morocco  the  flyaway  price 
of  $2.2  billion  for  18  planes  and  threw  in 
an  export-challenged  frigate  in  a  $3  bil- 
lion package.  But  Dassault  quoted  a  price 
that  was  $444  million  higher.  With  King 
Mohammed  miffed  but  ready  to  sign,  the 
French  finance  ministry  turned  thumbs 
down  on  the  loan  that  dead-broke 
Morocco  needed  to  pay  for  its  shiny  new 
planes.  Not  until  Nicolas  Sarkozy  took 
over  four  months  later  did  France's 
financiers  bite  the  bullet,  offering  100% 
financing,  with  no  money  down. 

By  then  it  was  too  late.  Mohammed 


Nicolas  Sarkozy  offered  100%  financing 
for  18  Rafale  jets.  Too  late.  Morocco 
had  bought  Lockheed  F-16s  instead. 


picked  Boeing's  F-15  instead  of  the  Rafale 
for  a  $4  billion  contract.  The  process  to 
award  a  big  fighter  contract  stretches  out 
over  years,  during  which  political  muscles 
get  flexed  and  inducements  get  dangled — 
sometimes  on  the  up-and-up.  In  the  case 
of  the  Seoul  buy,  Senator  Christopher 
Bond  (R-Mo.)— the  F-15  plant  was  in  St. 
Louis — leaned  so  hard  on  then-president 
Kim  Dae-jung  that  even  the  Pentagon  was 
embarrassed.  "It  was  so  rude  and  crude,  we 
had  to  cover  our  eyes,"  says  a  retired  U.S. 
general.  The  French  still  believe  the  Rafale 
bested  Boeing  in  the  air.  They  were  livid. 

In  2005  the  Rafale  lost  once  again,  this 
time  in  Singapore.  The  French  started  talk- 
ing conspiracy.  "I  think  the  U.S.  wants  to 
destroy  the  French  fighter  capacity,"  fumes 
one  Parisian  marketer  of  fighter  jets. 

But  even  the  French  concede  they 
have  no  one  to  blame  but  themselves  for  le 
choc  in  Morocco.  "A  profoundly  French 
screwup,"  is  what  the  business  daily  Les 
Echos  called  it,  and  indeed  the  nego- 
tiations couldn't  have  been  clumsier.  In 
the  summer  of  2006  Morocco's  King 
Mohammed  VI  told  lacques  Chirac  he 
needed  to  modernize  his  rickety  air  force 
and  wanted  to  buy  French.  Chirac  pro- 
posed the  Rafale,  knowing  the  plane  far 
exceeded  both  Morocco's  needs  and  its 
means.  France's  Delegation  Generale  pour 


had  bought  Lockheed  F-16s  instead.  The 
French  never  saw  the  Americans  coming. 
"It  was  always  easy  for  us  to  get  our  com- 
petitive juices  flowing  going  up  against 
Jacques  Chirac,"  chuckles  a  Lockheed 
consultant. 

Dassault  insists  it  will  end  up  in  the 
black  with  the  Rafale — even  though  no 
one  expects  the  French  army,  which  has 
ordered  294  planes  over  20  years,  to  ever 
take  delivery  of  all  that  titanium.  So  Das- 
sault is  now  staking  its  future  on  seducing 
oligarchs,  not  generals.  Its  Falcon  busi- 
ness jets  account  for  62%  of  Dassault's 
total  sales  and  $7  billion  in  orders  for 
future  aircraft. 

The  Rafale's  brightest  hope:  Libyan 
dictator  Muammar  Qaddafi,  who  came  to 
Paris  for  a  controversial  state  visit  in 
December.  By  the  time  he  packed  up  his 
tent,  France  and  Libya  jointly  announced 
an  "exclusive  negotiation"  for  the  sale  of  14 
Rafales  as  part  of  a  $6.7  billion  arms  pack- 
age. This  deal  probably  won't  fall  apart. 

Will  Qaddafi's  order  wipe  the  stain 
from  the  Rafale's  fuselage?  Not  entirely.  "It's 
important  to  show  the  world  that  the  plane 
can  sell,  but  it's  got  to  be  sold  to  a  real  air 
force,"  says  analyst  Tim  Ripley  of  Jane's 
Defence  Weekly.  Libya's  clearly  doesn't 
qualify.  But  in  this  business,  you  take  any 
business  you  can  get.  F 
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is  transitioning  MGM  Mirage  from  a 
debt-heavy  casino  builder  into  a  diversified  real  estate 
developejM£ing  other  people's  money.  By  Matthew  Miller 


Beyond  Blackj 


86      FORBES       FEBRUARY  25,  2008 


MGM 


Hi 
i  « 


******* 


N  A  BRISK  DECEMBER  EVENING 
in  Macau,  China,  J.  Terrence 
Lanni  was  all  smiles.  Cameras 
flashed  as  Lanni,  chief  executive  of  MGM 
Mirage,  the  second-largest  casino  firm  in  the  world 
with  $8.2  billion  in  estimated  2007  revenue,  arrived  on 
a  red  carpet  to  attend  the  black-tie  opening  of  MGM 
Grand  Macau.  He  greeted  Pansy  Ho,  his  partner  in 
the  project  and  daughter  of  Macau  casino  mogul  Stan- 
ley Ho,  with  a  kiss  on  each  cheek. 

After  participating  in  several  ceremonies  for  good 
luck — including  one  involving  bowing  in  front  of  a 
roasted  pig  and  then  slicing  into  its  back  with  a  large 
butcher  knife — Lanni  retreated  to  a  private  dinner 
where  400  guests,  including  Stanley  Ho  and  rival  Steve 
Wynn,  enjoyed  shark  fin  soup  and  Kobe  beef.  Opera 
singer  Sarah  Brightman  sang  "Con  Te  Partiro,"  backed 
by  the  Hong  Kong  Philharmonic  Orchestra.  When  the 
casino  doors  opened  an  hour  before  midnight,  masses 
of  eager  Chinese  gamblers  rushed  in  to  face  their  des- 
tinies at  one  of  the  joints  baccarat  tables. 

For  Lanni  the  celebration  marked  more  than  the 
opening  of  MGM  Mirages  first  casino  in  China:  The  party 
capped  off  a  stellar  year  for  the  company  and  its  major- 
ity shareholder,  billionaire  investor  Kirk  Kerkorian,  the 
seventh-richest  man  on  The  Forbes  400.  Earnings  were 
expected  to  rise  14%  to  $740  million  for  2007;  despite  a 
post-October  crash  the  stock  ended  the  year  ahead  46%. 

But  now  Lanni  has  embarked  on  a  new  strategy  that 
is  aimed  at  remaking  MGM  Mirage  from  a  debt-heavy 
casino  builder  into  a  diversified  real  estate  developer 
that  uses  other  peoples  money  for  expansion.  That 
expansion  will  include  not  only  more  casinos  but  also 
hotels,  condos  and  other  noncasino  properties. 

The  traditional  casino  model  goes  like  this:  borrow 
billions,  build  casino,  operate  casino,  minimize  losses 
at  the  tables,  borrow  against  first  casino,  design  new 
casino,  repeat.  Instead  Lanni  is  partnering  with  deep- 
pocketed  firms  in  joint  ventures.  The  strategy  is  not 
defensive,  he  insists,  but  it  will  allow  MGM  to  expand  more  rapidly  and 
diversify  revenue  while  keeping  a  lid  on  debt.  The  plan  puts  Lanni  in  sharp 
contrast  to  his  counterparts  at  Harrahs  Entertainment,  Wynn  Resorts  and 
Las  Vegas  Sands,  who  borrow  large  sums  for  expansion.  The  downside: 
MGM  will  have  to  share  profits  and  lose  some  control  over  projects. 

To  push  the  noncasino  projects,  Lanni  created  a  subsidiary,  MGM 
Mirage  Hospitality.  Its  first  deal  will  develop  a  $3  billion  condo/hotel 
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project  in  Abu  Dhabi,  part  of  a  joint  venture  with  Mubadala 
Development.  MGM  Mirage  will  invest  no  cash  but  will  be  paid 
licensing,  branding  and  development  fees  in  exchange  for  the 
use  of  the  MGM  name  and  design,  construction  and  operational 
expertise.  This  development  will  provide  $20  million  to  $22  mil- 
lion in  annual  fees  to  MGM,  Lanni  says. 

MGM  Mirage  Hospitality  will  also  soon  be  developing 
boutique  hotels  in  China  with  partner  Diaoyutai  State 
Guesthouse— a  move  that  will  bring  licensing  income  and  the 
opportunity  to  sell  the  MGM  name  to  Asian  high  rollers.  The 
subsidiary  is  also  developing  a  casino  under  the  MGM  Grand 
name  at  Foxwoods  for  the  Mashentucket  Pequot  Indians  in 
/  .  Connecticut;  that  partnership  with  the 
///  /         Pequots  will  also  explore  opportunities 


casino  business  will  generate,  but  he  volunteers  that  some  ana- 
lysts have  speculated  the  licensing  and  development  fees  could 
bring  in  $300  million  to  $500  million  annually  within  a  few 
years.  Based  on  the  Abu  Dhabi  project  numbers  the  company 
would  need  to  license  and  develop  15  projects  worth  $45  billion 
to  yield  the  $300  million  estimate — an  ambitious  target,  espe- 
cially given  the  stalling  of  development  around  the  world  amid 
the  credit  crunch. 

The  deal  with  Dubai  World  was  the  finest  example,  Lanni  says, 
of  how  he  wants  to  partner  on  new  projects.  The  sale  of  shares 
and  part  of  CityCenter  allowed  MGM  Mirage  to  take  $3.7  billion 
in  debt  off  its  balance  sheet  and  put  the  company  in  a  position  to 
partner  with  Dubai  World  on  real  estate  developments  it  has 
planned  around  the  world. 


A  Worldwide  Gamble 


Here  are  some  of  the  casino — and  noncasino — projects  MGM  Mirage  is  building  with  partners. 
PROJECT  PARTNER  COST  LOCATION  OPENING 


MGM  GRAND  CASINO 
AT  FOXWOODS 

Mashentucket 
Pequot  Indians 

$700  million 

Connecticut 

June  2008 

CITYCENTER— 
MULTICASINO,  HOTEL, 
CONDO  COMPLEX 

Dubai  World 

$8  billion 

Las  Vegas  Strip 

2009 

MGM-BRANDED 
BOUTIQUE  HOTELS 

Diaoyutai  State 
Guesthouse 

Unknown 

China 

Unknown 

CONDO  AND 
HOTEL  RESORT 

Mubadala 
Development 

$3  billion 

Abu  Dhabi 

2012 

CASINO  RESORT 

Undetermined 

$5  billion 

Atlantic  City 

2012 

CASINO  RESORT 

Kerzner  International 
and  Istithmar  Hotels 

$5  billion 

Las  Vegas  Strip 

2012 

to  develop  other  casinos  across  the  U.S. 

Last  year  Lanni  finalized  a  multibillion-dollar  joint  venture 
with  Kerzner  International  and  Istithmar  Hotels  to  develop  a 
new  casino  resort  at  the  north  end  of  the  Las  Vegas  Strip.  In  this 
off-balance-sheet  move  MGM  Mirage  will  provide  an  $800  mil- 
lion, 40-acre  plot  of  land  to  the  project.  Kerzner  and  Istithmar 
will  throw  in  $600  million  cash,  then  all  three  partners  will 
finance  the  resorts  construction,  and  split  the  operational  costs 
and  income  the  casino  brings  in  when  completed  in  2012.  In 
October  MGM  announced  it  would  build  a  $5  billion  casino 
complex  in  Atlantic  City,  a  project  Lanni  says  could  be  done 
with  partners  once  construction  begins. 

Lanni  also  says  that  by  roughly  2010  he  can  foresee  MGM 
Mirage  Hospitality  being  involved  in  as  many  as  15  noncasino 
real  estate  projects  around  the  world,  several  in  the  Middle  East 
and  Far  East  with  Dubai  World.  Last  year,  for  $3.7  billion,  Dubai 
World  bought  a  50%  stake  in  MGM's  $8  billion  multiresort  proj- 
ect CityCenter,  currently  the  largest  privately  funded  construc- 
tion project  in  the  world  (see  FORBES,  Oct.  3,  2005),  along  with 
4.5%  of  MGMs  stock. 

Lanni  says  it  is  too  early  to  tell  how  much  money  this  non- 


"Had  we  not  done  the  sale  to  Dubai  World  and  gone  along 
with  all  of  the  other  projects  we  plan  to  build,  we  would  have 
$18  billion  in  debt  on  our  balance  sheet  in  2010,"  he  says.  "Instead 
we  will  have  $11  billion.  That's  nearly  $650  million  in  interest  we 
wont  have  to  pay  each  year,  which  can  go  towards  capital  projects, 
paying  down  debt,  dividends  or  buying  back  stock" 

When  the  company  purchased  Mandalay  Resort  Group  in 
2005  for  $7.9  billion,  it  bought  some  of  the  older  themed  prop- 
erties on  the  Strip,  including  Luxor  and  Excalibur.  Those  need 
upgrades.  MGM  could  also  do  something  more  with  the  850 
acres  it  owns  on  the  Strip,  a  quarter  of  which  are  undeveloped  or 
underdeveloped.  Or  it  could  pick  up  a  few  shares  of  its  own 
stock,  which,  at  $73,  is  off  27%  from  its  fall  high. 

Lanni  says  MGMs  main  rival,  Harrah's  Entertainment,  the  largest 
casino  operator  in  the  world  with  $10.5  billion  in  revenues,  will 
spend  the  next  few  years  paying  down  debt,  while  MGM  Mirage 
pours  its  cash  into  refurbishing  its  existing  casinos.  Harrah's  was 
recendy  bought  by  private  equity  firms  Texas  Pacific  Group  and 
Apollo  Group  for  $27.8  billion  in  cash  and  assumed  debt.  "We 
partnered  with  a  bank,"  says  Lanni,  when  speaking  of  Dubai  World 
"They  married  a  mortgage  company'  F 
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Israel's  high-tech  wizards  are 
now  heading  for  the  United 
States,  Africa  and  Asia  to  expand 
their  business  empires. 

As  Israel  marks  the  60th  anniver- 
sary of  its  re-creation  this  year,  the 

country's  buoyant  economy  is  taking  on 
an  international  dimension. 

Comprehensive  deregulation  across 
all  sectors  has  enhanced  the  business 
environment  and  boosted  foreign 
investment  to  record  levels.  Capital 
flows  have  been  liberalized,  inflation 
kept  below  3%  and,  for  the  past  five 
years,  the  economy  has  grown  steadily 
at  a  solid  annual  average  of  5%.  Last 
year,  it  maintained  this  average  in  spite 
of  the  war  against  Hizbollah. 

However,  with  7  million  people  living 
in  an  area  slightly  smaller  than  New 
Hampshire,  the  Jewish  state's  entrepre- 
neurs know  that  to  expand  their  thriv- 
ing businesses  even  further,  they  have 
to  extend  their  horizons. 

Israeli  companies  have  made  $16.4 
billion  in  acquisitions  at  home  since  a 
domestic  stock  market  rally  began  five 
years  ago,  according  to  data  compiled 
by  Bloomberg.  But  economic  analysts 
believe  that  prospects  for  further  signif- 
icant, internally  driven  growth  are  slim 
because  of  the  limits  of  the  country's 
own  consumer  market. 

Having  created  a  high-tech  hub  at 
the  eastern  end  of  the  Mediterranean, 
Israel's  business  tycoons  are  now  head- 
ing abroad  to  make  their  mark  in  the 
burgeoning  economies  of  America, 
Africa  and  Asia. 

"I  believe  very  much  in  Israel,  and  I 
have  great  faith  in  the  Israeli  economy, 
but  it  is  clear  that  our  expansion  must 
be  overseas,"  says  Nochi  Dankner, 
chairman  of  the  IDB  Group,  the  coun- 
try's largest  conglomerate,  which 
employs  40,000  people  and  is  responsi- 
ble for  1 5.1  %  of  the  revenues  of 
Israel's  500  top  companies.  He  intends 
to  continue  to  increase  the  proportion 
of  IDB's  business  abroad,  mainly 
through  the  companies  it  already  owns, 
and  in  cooperation  with  leading  inter- 
national entities. 

Dankner  demonstrated  this  intention 
in  spectacular  fashion  in  the  U.S.  last 


Israel  goes  global 
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November  when  the  IDB  Group,  in  part- 
nership with  Israeli  billionaire  Yitzhak 
Tshuva,  demolished  the  16-story  New 
Frontier  Hotel,  the  second-oldest  casino 
on  the  Las  Vegas  Strip.  The  joint  venture 
company  for  the  project,  Elad  IDB  Las 
Vegas  LLC,  is  currently  developing  an  $8 
billion  luxury  complex  that  will  include  a 
hotel  with  more  than  3,500  rooms,  pri- 
vate skyscraper  residences,  retail  space 
and  a  casino  designed  to  attract  the 
highest  of  high  rollers. 

The  IDB  Group  has  substantial  business 
stakes  around  the  world.  Last  year  alone, 
it  acquired  control  of  the  AIM-traded 
U.S.  investment  firm  Titanium  Asset 
Management  Corporation,  entered  a 
joint  venture  with  Kimberly-Clark  in 
Turkey  and  provided  broadband  Internet 
services  in  Brazil. 

One  analyst  noted  that  IDB  has 
increased  its  holdings  abroad  to  approxi- 
mately 21  %  of  its  total  holdings. 
Property  &  Building  Corporation,  an  IDB 
subsidiary,  has  expanded  its  operations 
with  local  partners  into  India,  Germany, 
Switzerland,  Romania,  the  U.K.  and 
Ukraine,  as  well  as  the  U.S. 

Another  subsidiary,  Makhteshim  Agan, 
the  world's  leading  producer  and  distrib- 


utor of  branded  off-patent  crop  and 
non-crop  protection  products,  has  manu- 
facturing facilities  in  Brazil,  Columbia, 
Spain  and  Greece  and  sells  its  merchan- 
dise in  more  than  100  countries.  Sales  in 
the  first  nine  months  of  2007  totaled 
$1 .6  million,  of  which  only  about  4% 
were  in  Israel-. 

In  Brazil,  IDB  has  a  share  in  GVT  Brazil,  a 
telecommunications  company  that  last 
year  completed  its  initial  public  offering  by 
raising  $480  million,  reflecting  a  company 
value  of  $1 .2  billion,  which  today  has  a 
market  cap  of  more  than  $2.3  billion. 

IDB  executives  believe  that  one  day  the 
company  will  be  regarded  as  a  global 
business  that  simply  happens  to  have 
holdings  in  Israel. 

Nochi  Dankner  is  reputedly  the  most 
powerful  businessman  in  Israel,  but  he  is 
not  the  only  top  tycoon  involved  in  the 
globalization  of  the  Israeli  economy.  His 
cousin,  Dani  Dankner,  chairman  of  Bank 
Hapoalim,  aims  to  have  30%  of  the 
bank's  activity  in  the  international  arena 
by  2010.  "We  are  completing  a  deal  in 
Kazakhstan  and  looking  at  possible 
transactions  in  Russia,  Ukraine  and 
Greece,  among  others,"  he  says. 

Bank  Hapoalim's  acquisitions  are  only 
one  aspect  of  a  larger  picture.  According 
to  Shari  Arison,  chairman  of  the  Arison 
Business  Group,  which  owns  Bank 


Hapoalim,  "We  start  in  Israel  because 
that  is  our  center,  but  we  are  also  look- 
ing globally." 

In  addition  to  banking,  the  group  is 
involved  primarily  in  real  estate  and  sus- 
tainable development,  and,  through  its 
subsidiary  Housing  &  Construction 
Holding  Co.  Ltd.,  is  active  in  locations  as 
diverse  as  Israel,  Eastern  Europe,  Africa, 
India,  Guatemala  and  Romania. 

The  diamond  and  real  estate  tycoon 
Lev  Leviev,  famous  for  cracking  the  De 
Beers  diamond  cartel,  is  another  Israeli 
billionaire  who  is  expanding  internation- 
ally. His  Africa  Israel  Investments  Group 
has  13  publicly  traded  companies  in 
stock  markets  around  the  world,  and  he 
is  active  with  a  variety  of  projects  in  the 
U.S.,  Europe  and  Russia.  "Ten  years  ago, 
100%  of  the  activities  of  Africa  Israel 
Group  were  here  in  Israel.  Since  then  I 
have  taken  90%  outside,"  he  says.  "But 
the  10%  of  activities  that  we  do  still 
have  in  Israel  is  five  times  what  the 
100%  was  ten  years  ago." 

The  expansion  is  taking  place  in  all 
directions,  as  proven  by  the  success  of 
Infinity,  the  first  onshore  venture  capital 
fund  in  China.  "We  are  witnessing  the 
globalization  of  the  Israeli  economy," 
says  Managing  Partner  Amir  Gal-Or.  ❖ 


By  Michael  Knipe 


Israeli  bank  spreads 
its  wings 

While  the  credit  crunch  rocks  world  economies, 
one  financial  pioneer  with  U.S.  links  is  eyeing 
emerging  markets. 

Israel's  banking  system  is  in  robust  health,  despite  the 

uncertainties  spreading  through  the  international  banking  sector. 

Controversial  reforms  were  introduced  five  years  ago,  after  a 
crisis  that  left  the  banking  system  near  bankruptcy.  This  resulted 
in  the  sale  of  mutual  and  provident  funds  of  the  country's  banks 
to  reduce  conflicts  of  interest. 

The  changes,  known  as  the  Bachar  reforms  after  the  former 
director  general  of  the  Ministry  of  Finance  who  chaired  the 
committee,  were  designed  to  create  and  consolidate  a  more 
competitive  and  efficient  capital  market  and  to  provide  alterna- 
tive sources  of  business  financing. 

Bank  Hapoalim,  Israel's  leading  financial  group  and  largest 
bank,  has  adapted  well  to  the  changes.  The  bank  posted  a  record 
performance  in  2006  and  expects  to  deliver  a  return  on  earnings 
of  above  15%  from  last  year's  regular  banking  activities. 

Chairman  Dani  Dankner  says  his  primary  goal  now  is  to  trans- 
form the  bank  into  a  fully  global  institution  with  its  core  center 
in  Israel,  rather  than  an  Israeli  bank  with  global  activities. 


"Our  very  promising  area  of  expansion  is  in  emerging  mar- 
kets," he  says.  "We  believe  that  several  of  the  emerging  mar- 
kets will  undergo  similar  processes  of  market  liberalization, 
modernization  and  reform  as  those  we  experienced  in  Israel  in 
recent  decades." 

A  key  feature  of  this  process,  he  says,  is  the  rapid  develop- 
ment of  financial  markets  and  new  banking  products,  such  as 
long-term  mortgage  loans.  "Given  Hapoalim's  pioneering  role 
in  this  process,  we  believe  we  have  a  lot  to  contribute  to  other 
countries  facing  similar  changes,"  he  said. 

As  a  successful  example  of  this  process,  Dankner  mentions 
Hapoalim's  investment  in  Bank  Pozitif  in  Turkey.  "I'm  delighted 

to  report  that  Pozitif  is  reaching 
the  financial  goals  we  set  for 
this  year  much  faster  than 
expected." 

Hapoalim  is  now  interested  in 
buying  a  bank  in  Switzerland, 
which  it  will  merge  with  its 
existing  operations.  "This  was 
the  model  we  followed  with  our 
acquisition  of  Bank  of  New 
York-Inter  Maritime  Bank, 
Geneva,  which  was  quite  suc- 
cessful," he  says. 

(continued  on  page  5) 


We  are  focused 
on  maximizing 
returns  and  are 
strongly  committed 
to  social  and 
community 
involvement." 

Doni  Donknec 
Chairman,  Bank  Hapoalim 
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Innovative  Israel  joins  world's  top  club 


The  country  is  a  leader  in 
research  and  development  and  a 
center  of  excellence  for  engineer- 
ing expertise  in  the  Middle  East. 

Israel's  ability  to  attract  capital 
market  business  will  be  strongly 
enhanced  with  its  formal  entry  in  June 
into  the  Organization  for  Economic 
Cooperation  and  Development  (OECD)  - 
the  exclusive  group  of  the  world's  most 
developed  countries. 

Israel  is  an  outpost  of  high  technology 
in  the  Middle  East,  with  more  engineers 
in  the  workforce  than  Japan  and  the  U.S. 
combined.  It  hosts  more  than  100  for- 
eign research  and  development  centers, 
and  on  a  per  capita  basis,  it  is  a  world 
leader  in  the  patents  it  holds  in  a  variety 
of  research  fields. 

Scores  of  Israeli  companies  are  operat- 
ing at  the  cutting  edge  of  scientific  and 
technological  advances. 

From  its  corporate  headquarters  in 
Yoqneam  in  northern  Galilee,  Israeli 
medical  device  manufacturer  Given 
maging  has  redefined  the  field  of  gas- 


trointestinal diagnosis  by  developing  and 
marketing  disposable  miniature  cameras 
that  patients  swallow  to  detect  internal 
disorders. 

Evogene,  a  biotechnology  enterprise  in 
Rehovot  in  central  Israel,  is  developing 
ways  to  convert  inedible  crops  into 
biodiesel  fuel.  This  could  alleviate  con- 
cern over  the  diversion  of  edible  crops  to 
production  of  biofuel,  thereby  forcing  up 
food  prices  and  causing  world  shortages. 

With  so  much  innovative  potential  on 
hand,  foreign  investment  rose  from  $9.9 
billion  in  2005  to  $16.6  billion  in  2006 
and  was  expected  to  reach  around  $9.5 
billion  in  2007. 

Shraga  Brosh,  president  of  the  Israel 
Manufacturers  Association,  points  out 
that  while  half  of  the  country's  industrial 
capacity  is  high-tech,  the  other  half  is 
traditional  industrial  production. 

With  few  natural  resources,  Israeli 
manufacturers  have  to  import  most  of 
the  raw  material,  and  with  an  open  mar- 
ket and  no  tax  barriers  on  imports,  they 
have  to  compete  both  locally  and  abroad 
with  international  traders. 


"The  fact  that  our  traditional  industry  is 
competing  very  well  shows  that  our  man- 
ufacturers are  smart  enough  to  adapt 
their  technology  and  adopt  innovative 
measures  to  make  their  products  worth 
buying,"  says  Brosh.  "Our  industrial  pro- 
duction is  not  based  on  cheap  labor  costs 
but  on  quality  and  innovation." 

A  third  of  Israel's  exports  go  to  the 
U.S.,  with  another  third  going  to  Europe. 
Sixty  percent  of  Israel's  exports  to  the 
U.S.  are  high-tech  products.  But,  says 
Brosh,  only  32%  of  Israel's  exports  to 
Europe  are  high-tech. 

This  puzzles  him.  "Why  is  so  little 
investment  coming  from  Europe?"  he 
asks.  "Maybe  they  do  not  know  of  the 
opportunities."  ❖ 
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Profile:  Nochi  Dankner 

Magnate, 
mountaineer  and 
philanthropist 

From  air  force  major  to  mega 
mogul,  the  highflier  with  a  heart 
of  gold 


Dankner's  holding  company,  IDB 
Group,  is  the  largest  business  concern  in 
Israel  and  touches  every  aspect  of  life  in 
the  country  and  far  beyond. 

For  instance,  you  may  be  reading  this 
article  online  on  a  computer  screen  in  a 
high-tech  park  in  Hyderabad,  India,  on 
land  Dankner  developed.  If  you  are  a 
farmer  in  Brazil  or  in  more  than  a  hun- 
dred other  countries,  you  may  have 
bought  agricultural  products  from 
Makhteshim  Agan,  one  of  his  biggest 
companies.  If  you  are  flying  between 
New  York  and  Tel  Aviv,  you  may  find 
yourself  on  the  Israir  airline  he  owns. 

At  52,  Dankner  has  had  a  meteoric 
rise.  After  serving  for  five  years  in  the 
Israeli  Air  Force  and  attaining  the  rank  of 
major,  he  studied  political  science,  inter- 
national relations  and  law  at  Tel  Aviv 
University,  from  which  he  graduated  with 
distinction. 

He  began  his  career  by  opening  a  pri- 
vate law  firm  through  which  he  master- 
minded his  family's  successful  bid  to  buy 
a  controlling  share  in  Bank  Hapoalim, 
where  he  was  appointed  vice  chairman. 

Seeking  greater  independence,  he  later 
parted  ways  from  the  extended  Dankner 
family  and,  together  with  his  father,  sis- 
ter and  business  partner  Avi  Fischer, 
established  Ganden  Holdings,  an  invest- 
ment company  named  after  a  monastery 
village  in  Tibet  that  Dankner  and  Fischer 
visited  together. 

In  2003,  a  consortium  headed  by 
Dankner  and  the  Ganden  Group,  together 
with  its  partners  the  Manor  and  Livnat 
families,  acquired  the  majority  interest  in 
the  IDB  Group  for  $841  million. 

Since  then,  Dankner  has  dramatically 
turned  the  group  around.  In  the  past 
four  years,  IDB  has  made  over  $5.8  bil- 
lion in  investments,  sold  more  than  $4.2 
billion  of  its  asset  holdings  and  raised 
$8.7  billion  in  capital.  The  holding  com- 
pany now  has  total  assets  of  $28  billion 


and  in  2007  alone  listed  nine  companies 
on  the  stock  exchanges  of  Tel  Aviv,  the 
U.S.,  London  and  Brazil. 

Twenty-four  of  Dankner's  companies 
form  1 5%  of  the  TA  25  index  and  14% 
of  the  TA  1 00,  the  key  index  of  the  Tel 
Aviv  Stock  Exchange.  Sixteen  of  his  com- 
panies are  traded  on  the  NASDAQ, 
NYSE,  AMEX,  AIM  and  BOVESPA  stock 
markets. 

People  who  know  Dankner  regard  him 
as  a  fair  and  talented  manager,  and  in 
2007  he  was  chosen  as  the  country's 
best  manager  by  Yediot  Aharonot,  the 
largest  newspaper  in  Israel,  and  Globes, 
Israel's  leading  financial  newspaper. 

IDB  companies  encompass  all  aspects 
of  the  Israeli  economy:  Clal  Insurance 
Enterprises  is  the  largest  insurance  group 
in  Israel  with  $33  billion  in  assets  under 
management;  Cellcom  is  the  largest  cel- 
lular provider;  Makhteshim  Agan  is  the 
world's  leading  manufacturer  and  distrib- 
utor of  generic  agrochemicals;  Super-Sol 
is  the  largest  retail  chain  in  Israel; 
Property  &  Building  Corporation  is  one  of 
Israel's  largest  real  estate  groups  with  an 
extensive  global  presence;  Nesher  Israel 
Cement  Enterprises  is  the  sole  Israeli 


cement  producer;  and  NetVision  is  one 
of  the  leading  Internet  and  telecommuni- 
cations providers. 

Under  Dankner's  leadership,  IDB  has 
become  known  for  its  ability  to  create 
value  in  the  companies  it  invests  in.  One 
example  of  a  rapid  turnaround  is 
Cellcom. 

In  2005,  IDB  bought  the  controlling 
share  in  Cellcom  from  the  Safra  family  of 
Brazil  and  the  communications  giant 
BellSouth.  Dankner  replaced  the  man- 
agement and  brought  in  Goldman  Sachs 
and  several  Israeli  banks  as  minor  part- 
ners. The  success  of  his  actions  can  be 
discerned  from  the  figures:  Cellcom, 
which  in  2005  was  worth  $1 .25  billion, 
was  valued  on  the  NYSE  at  $2  billion  at 
the  start  of  2007  and  today  has  a  mar- 
ket cap  of  more  than  $3  billion. 

But  there  is  more  to  Dankner  than 
shrewd  business  sense  and  determina- 
tion. Every  year  he  takes  a  ten-day  trek 
in  the  Himalayas.  The  perspective  he  gets 
from  these  trips  is  that,  no  matter  how 
important  you  are 


The  holding 
company  now 
has  total 
assets  of  $28 
billion  and  in 
2007  alone 
listed  nine 
companies  on 
the  stock 
exchanges  of 
Tel  Aviv,  the 
U.S.,  London 
and  Brazil. 


and  how  many 
companies  you 
control,  in  a  tent 
on  a  freezing-cold 
mountain,  what 
really  matters  is 
the  warm  water 
in  your  flask  and 
the  batteries  in 
your  flashlight. 

Given  his  busi- 
ness success, 
Dankner  feels  a 
sense  of  responsi- 
bility not  only  for 
his  employees  but 
also  for  all  Israelis, 
and  this  manifests 


itself  in  a  variety 
of  philanthropic  ways.  Dankner  has  con- 
tributed more  than  $60  million  to  sup- 
port communities  damaged  by  last  year's 
war  with  Hizbollah  in  the  north  and  the 
continuing  rocket  attacks  from  Gaza  in 
the  south. 

Education  is  also  one  of  his  philan- 
thropic priorities.  He  finances  thousands 
of  scholarships,  which  go  to  students 
from  the  friction  zones  near  the  country's 
northern  and  southern  borders. 

Tellingly,  among  the  numerous  awards 
Dankner  has  received,  there  are  honorary 
citizenships  from  all  the  confrontation-line 
towns  and  villages  in  the  north  of  Israel  - 
a  sign  of  their  gratitude  for  his  generosity 
and  activism  on  their  behalf.  ❖ 
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Banking 

continued  from  page  2 


Dankner  explains  that  Hapoalim's 
philosophy  is  to  "go  local"  in  foreign 
markets.  "We  believe  that  the  local 
bank  should  be  run  by  the  most  talent- 
ed local  managers  who  know  the 
country  and  the  potential  clientele." 

Hapoalim  is  the  second-largest  com- 
pany listed  on  the  Tel  Aviv  Stock 
Exchange.  It  has  a  market  capitalization 
of  $5.8  billion  and  total  assets  of  $67 
billion.  As  part  of  its  multifaceted  inter- 
national strategy,  Hapoalim  established 
a  Level  1  ADR  Program  in  the  U.S.  in 
2006,  giving  international  investors 
greater  access  to  its  shares.  It  is  esti- 
mated that  foreign  institutional 
investors  hold  38%  of  its  shares. 

Hapoalim's  opportunistic  approach  to 
growth  is  indicated  by  its  involvement 
with  Signature  Bank  New  York. 
Signature  was  established  in  2001  by 
Hapoalim,  taken  public  in  2004  and 
sold  at  a  profit  of  $439  million  in 
2005.  Dankner  says  that  in  North 
America,  Hapoalim  is  not  looking  at 
local  banking  activities  but  rather  at 
specific  niches  where  it  might  have  a 
comparative  advantage. 

"Working  with  Israeli  companies  that 
do  business  in  the  U.S.  is  one  example 
of  this  advantage.  Beyond  that,  the  new 
activities  we  are  developing  in  New  York 
are  focused  on  the  global  investment 
interest  in  the  Israeli  shekel." 

Global  investors  have  a  clear  appetite 
for  investing  in  Israeli  bonds,  stocks 


■  e  ;    and  currency,  he  says,  and  Hapoalim 


ot  only  tot 
ployeesbo 
r  alt  Israelis 
is  manifest 
ia  variety 
er  has  con- 
m  to  sup- 
*y  last  year* 
th  and  the 
n  Gaza  in 


should  definitely  be  there  with  its  prod- 
ucts. "Bank  Hapoalim  has  a  growing 
global  footprint,"  says  Dankner.  "We 
are  focused  on  maximizing  returns  and 
are  strongly  committed  to  social  and 
:ommunity  involvement. 

"The  great  potential  of  the  Israeli 
narket  and  its  workforce  has  only 
'ecently  been  recognized,  and  I  believe 
i:hat  Bank  Hapoalim  will  play  a  central 
lole  in  deepening  Israel's  ties  to  the 
; global  marketplace."  ♦> 
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Loaded  Situation 


DryShips  is  a  public  company.  But  the  way  GEORGE  ECONOMOU  runs 
the  place,  you'd  hardly  know  it  |  By  Nathan  Vardi 


ITTING  IN  THE  LIBRARY  BAR  OF 
Manhattan's  Regency  Hotel, 
Greek  shipping  billionaire  George 
Economou  throws  back  a  salted 
nut  before  confronting  the 
shareholder  complaints  that  have  been 
swirling  around  him.  "Listen,  guy,"  he  says 
as  if  conducting  a  fractious  conference  call. 
"If  you  don't  like  it,  you  don't  have  to  be  here. 
Sell  the  stock." 

Many  investors  have  taken  this  advice, 
recently  slashing  $2  billion,  almost  half  the 
market  value,  from  Economou's  DryShips, 
which  owns  38  dry  bulk  carriers  (from 
46,000  deadweight  tons  to  170,000)  that 
shuttle  iron  ore,  coal,  fertilizers  and  grain 
around  the  globe.  But  Economou  is  com- 
fortable in  choppy  waters.  DryShips  char- 
ters its  vessels  in  the  volatile  spot  market, 
and,  despite  the  recent  dip,  the  stock  has 
quadrupled  in  the  past  year  to  $74. 

With  his  blond  hair  and  perfect  English, 
Economou  has  led  a  flotilla  of  Greek  ship- 
owners to  the  U.S.  capital  markets.  He  listed 
DryShips  on  the  Nasdaq  in  2005.  Since  then 


12  mostly  Greek  dry-bulk  shipping  firms 
have  followed  to  New  York  exchanges  as  the 
sector  raised  $4  billion,  reports  Dealogic. 
Not  that  they've  thanked  him  for  helping 
to  pave  the  way  to  Wall  Street. 

On  the  contrary,  some  shippers  and  in- 
vestors have  pilloried  Economou  for  tarring 
the  entire  industry  by  signing  controversial 
deals,  often  involving  family  members,  that 
blur  the  lines  between  DryShips  and  his 
privately  held  Cardiff  Marine,  a  ship  man- 
agement outfit.  Peter  Georgiopoulos,  chair- 
man of  rival  Genco  Shipping  &  Trading, 
blasted  Economou  in  public  recendy,  say- 
ing shippers  like  Economou  "play  games 
with  their  shareholders'  money'  For  his  part 
Economou  says  his  15-year  friendship  with 
Georgiopoulos  is  over.  "Maybe  it  reflects 
how  he  feels  about  himself  and  not  how  he 
feels  about  me,"  Economou  opines  before 
swatting  the  thought  away.  "Peter  doesn't 
have  feelings;  he  is  too  self-centered." 

Economou  has  also  infuriated  profes- 
sional investors.  "I  believe  he  runs  DryShips 
as  if  it's  his  own  private  company'  says  Steven 


Abernathy,  who  heads  a  New  York  hedge 
fund  that  recently  dumped  its  DryShips 
holdings.  "I  am  not  going  to  be  part  of  any- 
thing where  a  chief  executive  is  self-dealing." 

Abernathy's  frustration  stems  from 
Economou's  abrupt  announcement  late  last 
year  that  DryShips  had  ventured  out  of  the 
shipping  sector  and  into  oil  drilling.  With  no 
prior  notice  Economou  persuaded  his 
board — five  people  including  himself  and 
Aristidis  Ioannidis,  general  manager  of  Cardiff 
Marine— to  spend  $405  million  for  a  30% 
stake  in  Ocean  Rig,  a  Norwegian  firm  that 
owns  two  deepwater  drilling  rigs.  Economou, 
who  also  bought  a  4%  stake  in  Ocean  Rig  for 
himself,  says  he  feels  strongly  that  deepwater 
drilling  presents  a  glorious  opportunity.  A 
Cardiff  Marine  affiliate  recently  ordered  two 
newly  constructed  drill  ships  from  Samsung 
Heavy  Industries  for  $1.4  billion. 

The  sudden  tacking  by  DryShips  hasn't 
played  well  with  shareholders.  In  a  Decem- 
ber 2007  conference  call  investors  com- 
plained about  DryShips'  intention  to  pay 
Cardiff  Marine  a  $4  million  fee  for  broker- 
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Loaded  Situation 


ing  the  Ocean  Rig  deal.  They  also  expressed 
concern  that  Economou  was  using  the 
public  company  to  fund  his  private  interests. 
Would  Economou  now  press  Ocean  Rig  to 
buy  Cardiff's  new  ships?  "The  more  salient 
issue  is  that  DryShips'  balance  sheet  is 
potentially  being  deployed  as  bridge 
financing  for  Mr.  Economou's  long-term 
entry  into  the  drill-rig  sector,"  says 

"Listen,  guy, 
if  you  don't  like 


it,  you  don 
have  to  be  here. 
Sell  the  stock" 


treatment  to  vessels  owned  wholly  by 
Economou?  They  can  read  DryShips'  securi- 
ties filings,  Economou  says. 

Born  in  Athens,  Economou  first, came 
to  America  to  attend  MIT,  where  he  received 
two  masters  of  science,  one  in  naval  archi- 
tecture and  marine  engineering,  another  in 
shipping  and  shipbuilding  management.  His 
dad  owned  a  small  paper-products  firm,  but 
Economou  was  drawn  to  the  sea.  "The  only 
people  who  made  it  where  I  am  from  were 
involved  in  shipping,"  he  explains.  He  toiled 
at  shipping  outfits  in  New  York  before  re- 


Oppenheimer  &  Co.  analyst  Tim  J.  Tiberio. 

But  Economou,  who  owns  34%  of 
DryShips,  has  learned  he  can  do  nearly 
anything  he  wants  in  the  capital  markets  as 
long  as  it's  fully  disclosed.  "Once  you  have 
full  disclosure,  if  you  don't  like  it,  don't 
invest,"  he  says.  He  does,  however,  sometimes 
seem  to  be  disdainful  of  his  shareholders. 
"Who  are  my  investors?  Computer  models, 
hedge  funds  and  some  institutions  that  go 
in  and  make  $10  and  get  out." 

So  much  for  consensus.  DryShips  has 
been  operating  with  two  employees 
(Economou,  54,  and  his  internal  auditor) 
since  his  chief  financial  officer  quit  in  May, 
the  second  to  split  in  three  years.  The  com- 
pany's fleet  is  managed  by  Cardiff,  70% 
owned  by  Economou,  which  gets  more  than 
$7  million  a  year  for  its  troubles.  Cardiff  also 
manages  Economou's  private  fleet  of  13  dry 
bulkers  and  21  oil  tankers.  How  do  investors 
know  that  when  a  sweet  chartering  deal 
comes  up  Cardiff  wont  give  preferential 


ember 

of  DryShips'  expanding  fleet. 


turning  to  Greece,  buying  his  first  ship  in 
1986  and  later  setting  up  Cardiff. 

Economou  returned  to  New  York  in  1 998 
to  raise  $  1 75  million  in  junk  bonds  to  expand 
his  fleet  with  a  company  called  Alpha  Ship- 
ping. A  year  after  raising  the  cash,  Alpha  failed 
to  make  an  interest  payment  and  defaulted 
on  the  bonds,  which  largely  ended  up  with 
Credit  Suisse.  Operating  smoothly  in  bank- 
ruptcy court,  Economou  struck  a  deal  that 
let  him  pay  creditors  37  cents  on  the  dollar 
and  left  him  in  possession  of  most  of  the  fleet 

In  2005  Economou  tapped  Wall  Street 
again,  taking  DryShips  public  and  raising 
$250  million.  Good  timing.  The  company 
rose  on  the  growth  in  global  trade,  particu- 
larly iron  ore  demand  from  China,  which 
pushed  charter  rates  higher.  The  price  to 
charter  one  of  DryShips'  bigger  vessels 
jumped  from  $30,000  a  day  in  January  2006 
to  $170,000  in  November  2007,  though 
prices  have  weakened  lately  in  the  global  eco- 
nomic slowdown.  Meantime  DryShips  bor- 


rowed $819  million,  at  5.98%  to  7.33%  inter- 
est rates,  to  add  ships.  DryShips'  net  profit  rose 
749%  to  $177  million  in  the  nine  months 
ended  Sept.  30. 

A  family  business,  this.  Economou's  two 
former  wives  own  a  total  1 5%  of  DryShips. 
Chryssoula  Kandylidis,  his  sister,  holds 
30%  of  Cardiff  Marine.  With  proceeds 
from  its  initial  offering,  DryShips  bought  six 
ships  that  had  recently  been  picked  up  by 
Kandylidis.  Five  were  sold  at  cost,  but 
DryShips  paid  his  sister  a  $3  million  fee. 
Economou  says  she  made  very  little  money 
on  the  deal  and  bore  great  risk. 

Kandylidis'  son,  Antonios  Kandylidis,  is 
also  in  this  cozy  network.  The  30-year-old 
Antonios  is  the  founder  and  largest 
shareholder  in  OceanFreight,  which  raised 
$218  million  when  it  went  public  on  the 
Nasdaq  last  year.  Cardiff  helped  Ocean- 
Freight  pick  up  its  first  dry-bulk  vessels,  helps 
manage  that  fleet  and  shares  office  space 
with  OceanFreight. 

A  rocky  maiden  voyage.  OceanFreight 
had  to  clarify  its  reporting  in  October,  an- 
nouncing third-quarter  earnings  per  share 
were  really  7  cents  as  opposed  to  the  1 1  cents 
it  had  advertised  a  day  earlier.  In  December 
Antonios  fired  his  chief  executive,  who  says 
he  intends  to  sue  for  wrongful  termination. 
Then  OceanFreight's  chief  financial  officer 
quit;  Antonios  took  over  both  the  executive 
roles.  Within  days  of  the  fuss  OceanFreight 
announced  it  was  buying  the  first  of  two 
tankers  privately  owned  by  Economou  for 
$112  million.  Antonios  says  the  first  tanker 
has  already  been  chartered  to  ExxonMobil 
for  three  years  thanks  to  Cardiff's  efforts  and 
that  Economou  gave  him  a  "break"  on  price 
with  the  second  tanker. 

Conflict  of  interest?  Antonios  insists  the 
decision  to  buy  the  tankers  was  made  by 
OceanFreight's  directors,  of  whom  there  are 
five,  including  Antonios'  dad.  "Everything 
was  done  at  arm's  length;  they  are  not  going 
to  approve  a  transaction  that  is  overpriced," 
Antonios  says.  OceanFreight's  stock  re- 
cently traded  at  its  offering  price,  but 
Natasha  Boyden,  a  Cantor  Fitzgerald  ana- 
lyst, recommends  buying  both  DryShips  and 
OceanFreight.  Boyden  shrugs  at  all  the 
interfamily  dealings.  "They  have  been  doing 
business  like  this  for  hundreds  of  years," 
Boyden  says.  "They  are  not  going  to  stop 
doing  it  just  because  they  are  public."  F 
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Creative  Giving 


An  Avedon 
For  the  Poor 

Lynn  Blodgett,  when  not  running 
a  big  data  company,  photographs 
the  homeless  to  raise  money — 
and  pursue  his  passion. 

By  Alan  Farnham 

Ml  HflTH  A  SHRUG  OF  THE  SHOULDERS  AND  A  FACIAL 

aH  BH  mm  expression  that  says,  "Okay,  so  I  was  naive" 
lH|  flB  Bj|  wB  Lynn  Blodgett,  53,  chief  executive  officer  of 
f  data  processing  company  ACS  (sales  $5.8  bil- 
lion), recalls  his  first  attempt  to  photograph  the 
homeless.  The  year  was  2004.  The  place  was  Salt  Lake  City.  He 
approached  some  men  standing  outside  a  shelter  and  asked  them 
if  he  could  take  their  pictures.  "I  thought  they  would  view  it  as  a 
great  philanthropic  cause." 
They  didn't. 

Their  response,  he  says,  was  "FU." 

So  he  segued  to  Plan  B:  Would  they  do  it  for  ten  bucks?  That 
worked:  "They  followed  me  around  like  the  Pied  Piper."  Today — 
four  years,  12  cities  and  several  thousand  portraits  later — Blodgett 
appreciates  that  his  subjects  want  more  than  cash:  "They  see  this  as 
their  moment.  It's  their  chance  to  tell  their  story." 

Last  year  he  compiled  100  portraits  into  a  book,  Finding  Grace: 
The  Face  of  America's  Homeless  (Earth  Aware  Editions,  $55),  which 
American  Photo  magazine  called  one  of  the  top  ten  books  of  2007. 
Royalties  go  to  Blodgett's  charity,  the  Finding  Grace  initiative,  which 
funds  groups  promoting  low-cost  housing.  An  amateur  photogra- 
pher since  he  was  10,  he  says  that  having  his  work  recognized  as  art 
was  "cool."  The  book,  though,  is  not  the  one  he  set  out  to  make. 

He'd  first  envisioned  one  that  matched  poems  with  photos. 
To  illustrate  some  verses  about  people  who  live  on  sidewalks,  he'd 
gone  to  a  shelter,  where  among  the  men  he  photographed  was 
one  who  really  was  a  poet.  The  man's  verses  on  the  Iraq  war 
impressed  Blodgett:  "He  was  very  articulate.  I  thought,  there's 
more  to  these  people  than  meets  the  eye."  From  there  he  went  on 
to  photograph  homeless  people,  encouraged  by  a  teacher  who 
saw  his  best  work  in  those  portraits. 

In  Boston,  Dallas,  Los  Angeles  and  other  cities,  Blodgett  has 
joined  with  local  or  national  charities  to  use  his  images  to  raise 
$6  million  so  far  for  welfare  programs.  In  L.A.,  for  example,  he 
helped  the  United  Way  raise  $1  million  with  a  walkathon  in 
which  5,000  participants  walked  past  displays  of  Blodgett's 
pictures.  In  New  York  City  last  year  Sotheby's  auctioned  off  six 
prints  for  $20,000.  "Those  were  the  first  prints  I  ever  sold,"  says 
Blodgett  with  still  audible  amazement.  The  money  went  to 
A.C.E.,  a  Manhattan  charily  that  finds  work  and  eventually  hous- 
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ing  for  people  who  have  neither. 
"We  hope,"  he  says,  "to  do  20  or  30 
more  events  and  to  raise  $20  mil- 
lion to  $30  million  more." 

His  immersion  among  the  dis- 
possessed has  given  him  a  con- 
noisseurs appreciation  for  which 
aid  programs  work.  He  especially 
likes  Metro  Dallas  Homeless 
Alliance.  "In  Dallas  they  are  build- 
ing a  $25  million  shelter  with  a 
heated  porch.  Why?  Because  some 
"They  deserve  homeless  won't  go  inside.  Others 

acknowledgment,"  wjH»  what  causes  homelessness? 

Lynn  Blodgett  says.  Schizophrenia?  Drug  addiction? 

And  what  is  the  cure?  Says  Blodgett:  "Its  complicated.  There's 
no  one  solution." 

He  keeps  on  shooting,  using  his  downtime  during  frequent 
business  trips  to  photograph.  His  methods  have  varied  little  over 
the  years.  All  he  needs  is  a  roll  of  white  seamless  paper  from  a 
photo  supply  store  (for  background),  some  gaffer's  tape  and 
about  $500  in  cash,  to  pay  his  subjects  and  the  bystanders  he 
hires  on  the  spot  to  be  assistants.  His  camera  is  a  digital  Hassel- 
blad  H2D  medium  format  with  39  megapixels.  "If  it  came  down 
just  to  the  equipment,"  says  Blodgett,  "I  could  be  an  Ansel 
Adams.  It's  a  fabulous  camera." 

Many  subjects  are  initially  reluctant  to  look  into  his  lens.  "I  need 
for  them  to  face  me,"  he  explains.  "That's  not  something  the  home- 
less usually  do."  He  tries  different  strategies  to  draw  them  out.  "A 
guy  in  Florida  just  would  not  look  into  the  camera,  so  I  said  to  him, 
'You're  a  handsome  man.'  He  choked  up.  'Well,'  he  replied  modestly, 
'I  was  voted  third-most-handsome  in  my  yearbook.'" 

It's  this  humanity  that  Blodgett  tries  to  get  on  film.  He  asks 
subjects  to  let  the  camera  see  their  tattoos  and  scars.  Each  person 
stands  against  a  plain  white  backdrop,  so  nothing  will  distract  the 
viewer's  eye.  Professional  photographer  Andrew  Eccles,  once 
Blodgett's  teacher,  calls  the  images  "alarmingly  sharp,"  detailed, 
intimate  and  moving.  A  palpable  dignity  inhabits  them  all.  Some 
70%  are  men,  the  rest  women  and  children. 

He  still  gets  the  same  cold  shoulder  as  he  got  when  he  first 
started  out  from  shelter  managers,  who,  he  speculates,  view  him 
as  a  challenge  to  their  authority.  Only  one  has  ever  given  him 
permission  to  shoot  on  shelter  property.  Yet  Blodgett  in  person 
exhibits  a  disarming  modesty  and  aw-shucksness;  phrases  like 
"honest  to  goodness"  pepper  his  speech. 

Asked  if  he  gives  money  on  the  street  to  beggars,  he  says:  "I 
do.  Some,  I  don't  feel  inclined  to  give  to — for  whatever  reason. 
Typically  it's  that  I  think  they're  career  panhandlers.  I  don't  feel 
compelled  to  give  money  to  somebody  like  that.  But  I  err  on  the 
side  of  trying  to  help."  Even  when  he  doesn't  give,  he  looks  them 
in  the  eye:  "They're  human  beings.  They  deserve  acknowledg- 
ment." He  puts  no  stock  in  social  Darwinism,  which  he  describes 
as  "the  idea  that  if  somebody  is  struggling,  they  should  be 
weeded  out  to  strengthen  the  herd."  If  that  were  true,  he  says,  "I'd 
have  been  weeded  out  many  times."  F 


Labor  Monopolies  

MORTGAGE  BROKERS  PASSED 
along  some  bum  loans,  and 
now  the  subprime  market  is 
in  tatters.  What's  to  be  done? 
Impose  tougher  license  requirements  on 
brokers.  So  declares  one  interested  group. 

Cynics  and  students  of  the  history  of  oc- 
cupational licensure  will  not  be  surprised 
where  the  call  for  the  crackdown  came 
from— the  brokers  themselves.  Responding 
to  criticism  of  the  mortgage  industry  by 
Hillary  Clinton,  the  National  Association  of 
Mortgage  Brokers  put  out  a  statement  reit- 
erating its  call  for  "an  increase  in  professional 
standards,  education  requirements  and 
criminal  background  checks."  Mortgage 
brokers  already  must  be  licensed  in  23  states, 
but  if  the  requirements  are  tightened  there 
wont  be  quite  so  many  brokers  fighting  over 
what  business  is  left. 

So  it  goes  in  a  lot  of  professions.  In  Cal- 
ifornia you  are  not  welcome  if  you're  an  out- 
of-state  contractor  looking  to  help  rebuild 
the  areas  destroyed  by  last  fall's  fires.  The 
government  rushed  out  a  press  release 
while  the  fires  still  raged  warning  that  work- 
ing without  a  state  license  to  remove  debris, 
repair  a  roof  or  rewire  a  home  is  a  felony. 
The  punishment:  a  fine  of  up  to  $10,000  or 
16  months  in  prison. 

In  Ohio  a  parent  was  fined  $10,000  after 
the  Cleveland  Bar  Association  filed  a  com- 
plaint that  he  didn't  hire  a  lawyer  and  instead 
represented  his  autistic  son  when  he  sued  the 
Akron  school  board  over  the  boy's  educa- 
tion. In  South  Carolina  dentists  intent  on  pro- 
tecting their  turf  blocked  oral  hygienists  from 
examining  the  teeth  of  poor  schoolchildren 
without  a  dentist's  supervision.  The  Amer- 
ican Dental  Association  backed  the  move. 

Such  occupations  are  the  new  unions. 
These  modern-day  guilds  have  replaced 
organized  labor  as  the  main  vehicle  for 
workers  seeking  to  shield  themselves  from 
competition.  As  the  economy  has  switched 
from  manufacturing  to  services,  some  28% 
of  U.S.  workers— or  43  million  people- 
now  belong  to  a  licensed  profession, 
according  to  a  Princeton  University/Gallup 
survey  last  year.  That's  up  from  4.5%  50 
years  ago.  Over  the  same  period  union 
membership  has  fallen  from  35%  to  12%. 

University  of  Minnesota  economist 
Morris  Kleiner  recendy  estimated  what  oc 
cupational  licenses  cost  the  U.S.  through 


.  wildfires 


The  New  Unions 


In  the  Middle  Ages  you  couldn't  be  a  baker 
unless  you  were  admitted  to  the  guild.  In 
Louisiana  you  can't  sell  flowers. 

By  Suzanne  Hoppough 


higher  fees  and  the  lost  output  of  people 
excluded  from  the  roped-off  professions: 
$100  billion  a  year.  Some  guilds  are  especially 
adept  at  keeping  out  new  members  even  as 
demand  balloons.  The  population  has  grown 
22%  since  1990,  but  the  number  of  dentists 
and  hairdressers  hasn't  budged.  The  short- 
age of  dentists  has  pushed  up  their  average 
real  hourly  pay  45%  over  that  period. 

Milton  Friedman  complained  about 
the  excesses  of  occupational  licensing  in  his 
1962  book,  Capitalism  and  Freedom.  Since 
then  the  phenomenon  has  only  accelerated. 
Today  there  are  1,100  occupations — from 
secretaries  and  librarians  in  Georgia  to  wall- 
paper hangers  in  California — that  require  a 
license  in  at  least  one  state,  according  to  the 
Council  of  State  Governments.  That's  up 
from  roughly  80  in  1981.  "These  are  mo- 
nopolies created  by  the  government,"  says 
William  Mellor,  president  of  the  Institute  for 
Justice,  a  nonprofit  in  Arlington,  Va.  that 

iles  on  behalf  of  property  rights  and 
other  civil  liberties.  "They  have  requirements 
so  onerous  that  they  deter  everyone  except 


the  most  well-heeled  or  persistent."  Indeed, 
in  Louisiana  florists  face  a  harder  test  to  get 
their  licenses  than  do  lawyers:  The  pass  rate 
for  the  bar  exam  in  2006  was  76%;  for  the 
florist  test  it  was  only  68%. 

But  tough  rules  protect  consumers, 
don't  they?  Not  necessarily.  A  1981  study  in 
the  Southern  Economic  Journal  found  that 
in  states  that  make  it  toughest  to  become  an 
electrician — keeping  the  numbers  low  and 
the  fees  high — accidental  electrocutions 
happened  more  often  because  customers  are 
tempted  to  do  the  work  themselves.  Strict 
rules  in  some  states  on  the  types  of  work  that 
can  be  done  only  by  doctors — protecting 
them  from  competition  from  nurse  practi- 
tioners, for  instance — help  slow  the  spread 
of  chains  of  low-cost  medical  clinics.  Says 
Shirley  Svorny,  the  economics  department 
chairman  at  California  State  University, 
Northridge:  "It's  like  the  [unionized]  enter- 
tainment industry,  where  only  one  guy  can 
work  the  lights." 

Licensing  laws  hit  the  poor  particularly 
hard.  They're  often  shut  out  of  jobs  that 
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would  hoist  them  onto  the  first  rungs  of  the 
economic  ladder — shampoo  assistant,  pipe 
layers  helper,  home  health  aide — because 
they  lack  the  time  and  money  to  take  the 
classes  and  serve  the  apprenticeships  to  pass 
the  exam.  All  consumers  miss  out  on  the  cre- 
ativity and  added  quality  that  entrepreneurs 
and  other  innovators  would  bring  to  many 
lines  of  work,  says  Mellor.  In  some  states  only 
funeral  directors  are  allowed  to  sell  caskets, 
so  discounters  such  as  Costco  are  kept  from 
expanding  into  those  markets. 

There  are  occasional  victories  for  com- 
petitive markets.  Without  legal  help  Brian 
Woods,  the  parent  of  the  autistic  boy,  won 
the  case  against  the  school  board — and 
$160,000 — while  the  lawyers'  group  dropped 
its  complaint  after  a  storm  of  bad  publicity. 
In  June  2007  the  dentists  who  were  stopping 
hygienists  from  giving  checkups  to  children 
settled  a  complaint  from  the  Federal  Trade 
Commission,  allowing  the  checkups  to  re- 
sume. Last  May  Florida  Governor  Charlie 
Crist  vetoed  a  bill  that  called  for  tougher 
requirements  for  nail  salon  workers  and 
cosmetologists.  New  manicurists  and  pedi- 
curists  would  have  needed  350  hours  of 
classroom  training,  110  more  than  now. 
(California  sets  the  highest  bar,  mandating 
600  hours.) 

But  fans  of  licensing  are  winning  more 
battles  than  they  are  losing.  Accountants 
once  needed  120  hours  of  college  study;  now 
they  need  150  in  most  states.  And  it  seems 
that  states  will  get  tougher  on  people  who 
want  to  be  interior  designers. 

Rose  Botti-Salitsky,  an  interior  design 
professor  at  Mount  Ida  College  in  Newton, 
Mass.  spends  her  free  time  lobbying  the  state 
to  license  interior  designers,  as  23  other  states 
do.  The  proposed  requirements:  a  four-year 
college  degree,  a  two-year  apprenticeship  and 
a  $720  fee  to  take  an  exam  that  only  49% 
now  pass.  She's  irked  that  the  little-known 
occupation — which  involves  picking  the  lo- 
cation of  ramps  for  the  handicapped,  as  well 
as  plumbing  and  other  fixtures  inside  build- 
ings— is  often  confused  with  interior  deco- 
rating. That's  why  the  bill  would  prohibit 
decorators  from  using  the  title  Registered  In- 
terior Designer.  "Students  leave  for  other 
states  after  graduating,  and  it's  discouraging," 
she  says.  "I  owe  it  to  the  next  generation." 

Botti-Salitsky's  campaign  helps  explain 
why  licensing  laws  proliferate.  Her  bill  was 


getting  nowhere  until  she  called  on  the 
American  Society  of  Interior  Designers  for 
help  and  went  to  its  symposium  for 
prospective  lobbyists,  in  Minneapolis.  With 
its  coaching  and  funding,  she  rewrote  the 
bill,  recruited  senators  as  cosponsors  and 
hired  a  professional  lobbyist.  Last  year  the 
society  and  Botti-Salitsky's  coalition  hosted 
a  reception  honoring  the  chairman  of  the 
Joint  Committee  on  Consumer  Protection 
&  Professional  Licensure,  her  bill's  first  stop. 
Nationwide  the  society  imposes  a  $15  an- 
nual fee  on  top  of  its  dues  for  its  38,000 
members  to  fund  lobbying  efforts  such  as 
Botti-Salitsky's. 

Her  students  pitch  in,  too.  Colleen 
Anderson,  a  senior,  created  a  database  to 
track  each  legislator's  constituents  who  have 
signed  an  online  petition  for  the  bill;  2,000 
have  signed  so  far.  In  2006  she  placed  sec- 
ond in  the  society's  nationwide  contest  to 
pick  the  best  student  lobbyist,  winning  a 
$1,500  scholarship.  Getting  the  bill  passed 
"is  going  to  make  a  difference  in  my  career," 
she  says.  "It's  huge." 

"Occupations  are  politically  powerful," 
says  economist  Kleiner.  "Members  get 
together  and  say,  'We  need  to  protect  the 
public'  If  you  oppose  it,  they  campaign 
against  you."  Often  there  is  no  one  lobby- 
ing against  the  bills.  So  with  all  the  pressure 
and  contributions  coming  from  one  side,  it's 
an  easy  bill  for  governors  to  sign.  "It  would 
be  nice  if  there  was  an  American  Clients 
Association  protecting  the  people,"  says 
Larry  E.  Ribstein,  a  visiting  law  professor  at 
New  York  University. 

Is  this  country  going  to  get  tougher  on 
mortgage  brokers?  It  seems  that  way.  Mass- 
achusetts says  it's  hiring  50  more  people  this 
year  to  beef  up  its  oversight  of  die  profes- 
sion. Is  that  going  to  help  home  buyers?  Prob- 
ably not.  A  National  Bureau  of  Economic 
Research  paper  in  December  by  Kleiner  and 
Richard  Todd  of  the  Federal  Reserve  Bank 
of  Minneapolis  showed  that  there  is  no 
relationship  between  tough  education 
requirements  for  mortgage  brokers  and  bet- 
ter outcomes  for  borrowers.  But  financial 
hurdles  (a  requirement  for  bonding  or  a  min- 
imum net  worth  for  brokerage  firms)  appear 
to  have  an  impact.  The  result,  the  economists 
found,  is  fewer  brokers,  fewer  subprime 
mortgages,  higher  foreclosure  rates  and 
more  high-interest-rate  mortgages.  F 
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Big  Splash 


ike  the  China  Clipper  live  on  for  collectors  and  for  o 
of  the  few  remaining  craft  By  Zack  O'Malley  Greenburg 


DURING  THE  WORST  OF  SOUTHERN  CALIFORNIA'S 
wildfires  last  October  residents  of  Lake  Elsinore  saw 
something  as  unlikely  as  a  reincarnated  Andrea 
Doria  steaming  into  Long  Beach  Harbor:  Out  of  the 
smoky  sky  came  a  craft  the  size  and  color  of  a  big 
red  barn,  its  wingspan  larger  than  a  747s.  It  skimmed  the  surface 
of  the  lake  at  80  mph,  ingesting  (through  a  probe)  7,200  gallons 
of  water  in  27  seconds.  Then  it  lifted  off  to  irrigate  the  fires.  What 
locals  had  just  seen  was  a  vestige  of  the  flying  boat  era— a  1940s 
Martin  Mars. 

Before  WWII,  when  airports  were  rarer,  planes  that  could 
land  and  take  off  from  water  enjoyed  an  advantage.  Passengers 
who  wanted  to  fly  from  San  Francisco,  say,  to  Hawaii  or 
the  Philippines  had  a  choice  of  flying  boats  or  nothing.  As 
operated  by  Pan  Am,  these  planes  had  romantic  names  like  the 
China  Clipper  and  offered  comforts  you  don't  even  see  in  first 
class  today 


The  Boeing  314,  which  Pan  Am  started  flying  in  1939, 
accommodated  up  to  74  passengers.  Thomas  Flanagan,  a  B-314 
captain  from  1942  to  1946,  remembers  that  meals  were  made 
from  scratch  and  served  in  a  14-seat  dining  room.  Passengers 
enjoyed  36  sleeping  berths,  six  private  compartments,  two  dress- 
ing rooms,  a  lounge,  even  an  overnight  shoe-polishing  service. 
The  crew  was  four  pilots,  two  engineers,  two  radio  operators,  one 
navigator  and  two  cabin  attendants.  Clippers  carried  the  likes  of 
Bogart  and  Hemingway.  The  one-way  fare  in  1940  from  S.F  to 
Hong  Kong  was  $760  (about  $1 1,000  today). 

Boeing  built  a  dozen  before  World  War  II  halted  commercial 
transatlantic  and  transpacific  flight.  During  the  war  the  British 
and  American  navies  purchased  all  12  planes  from  Pan  Am  and 
used  them  to  carry  soldiers,  officers  and  even  the  commander  in 
chief:  President  Roosevelt  rode  a  B-314  to  Yalta  in  1943. 

When  Pan  Am  went  bust  in  1991  hundreds  of  ex-employees 
took  it  upon  themselves  to  preserve  the  airline's  legacy.  Now 
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I  thousands  of  collectors  have  embraced  this  obsession.  Anything 
with  a  Pan  Am  logo  draws  bids  on  Ebay,  from  swizzle  sticks  ($12) 
to  cigarette  lighters  ($260).  A  single  chipped  plate  from  a  clipper 
kitchen  fetches  $200.  A  set  of  wings  for  your  lapel  can  cost  $800. 

Kelly  Cusack,  a  former  Pan  Am-er  who  worked  his  way  from 
baggage  handler  to  manager  of  a  $40  million  corporate  airline 
account,  has  devoted  an  entire  room  of  his  Rancho  Mirage,  Calif. 


Pan  Am  used  flying  boats  like  the  Boeing  314  Dixie 
Clipper  (1939),  above,  to  span  the  Pacific  and  Atlantic. 
Surviving  boats  today  include  the  Short  Sunderland 
(1944),  below,  and  Hawaii  Mars  (1945),  left. 


home  to  his  Pan  Am  collection.  His  Clipper  Club 
contains  4,000  items,  which  he  has  catalogued  in 
30  spreadsheets  in  order  to  avoid  duplication 
in  future  purchases.  Cusacks  specialty  is  dinner- 
ware,  and  one  of  his  most  prized  possessions  is  a 
flying  boat  china  platter.  "Drop  your  china  teapot," 
he  says,  "and  you've  just  blown  $1,000." 

The  most  desirable  item  would  be  a  B-314 
itself.  Of  the  12  clippers  built  by  Boeing  out  of  alu- 
minum alloy,  1 1  made  it  through  World  War  II. 
One  crashed  off  the  coast  of  Lisbon  in  1943;  2  were 
fatally  damaged  in  storms  after  the  war.  The  Allies 
offered  to  sell  the  surviving  clippers  back  to  Pan 
Am,  but  airports  built  during  the  war  had  turned 
the  flying  boat  into  an  albatross.  According  to 
Stan  Cohen,  author  of  Wings  to  the  Orient:  Pan 
American  Clipper  Planes  1935  to  1945,  the  U.S. 
Navy  sank  the  last  of  the  B-314s  off  the  coast  of 
Baltimore  in  1951. 
Kermit  Weeks,  an  oil  heir  who  operates  a  Florida  museum 
and  theme  park  called  Fantasy  of  Flight,  wishes  he  could  get  his 
hands  on  one.  His  $40  million  collection  of  vintage  planes 
includes  a  1944  Short  Sunderland,  the  last  four-engine  passenger 
flying  boat  in  the  world  still  capable  of  flight.  In  1993  Weeks 
bought  the  57,000-pound  aircraft  for  $500,000  from  an  owner 
who  had  acquired  it  from  former  Pan  Am  pilot  Charlie  Blair. 
Weeks  flew  it  across  the  Atlantic,  becoming  the  last  flying  boat 
pilot  to  complete  a  transatlantic  hop.  He  estimates  the 
Sunderland  is  now  worth  at  least  $1  million.  Hed  love  a  314,  he 
says,  but  doubts  any  of  the  sunken  clippers  is  worth  salvaging.  If 
one  should  turn  up  intact,  he  speculates,  it  could  fetch  $6  million. 

The  only  other  boats  of  the  B-314's  heft  now  flying  are  a  pair 
of  Martin  Mars.  (Howard  Hughes'  wooden  Hercules  H-4,  a.k.a. 
the  "Spruce  Goose,"  is  mothballed  in  an  Oregon  museum;  see  box, 
page  104).  Originally  built  as  long-range  military  transports,  each 
Mars  could  fly  from  San  Francisco  to  Hawaii  on  a  third  of  its 
10,000-gallon  gas  tank.  In  1959  the  two  survivors  were  converted 
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into  water  bombers  by  Flying  Tankers,  a  firefighting  company 
serving  the  timber  industry. 

Even  though  no  clippers  survive,  the  next-best  thing  exists  at 
the  Foynes  Flying  Boat  Museum,  at  Pan  Ams  former  Atlantic  fly- 
ing boat  terminus  in  Foynes,  Ireland.  In  2006  the  museum  com- 
missioned a  $700,000  life-size  replica  of  a  B-314  (about  $150,000 
more  than  Pan  Am  paid  for  each  plane  originally,  in  1936  dollars). 
Museum  founder  and  director,  Margaret  O'Shaughnessy,  expects 
the  new  exhibit  will  double  the  museums  annual  attendance  of 
25,000.  Her  one  lament:  Visitors  from  the  U.S.  won't  be  arriving  via 
flying  boat.  "There  is  no  comparison,"  she  muses,  referring  to  the 
clippers.  "They  were  more  spacious,  more  leisurely.  It  wasn't  so 
much  about  numbers  in  those  days."  F 


IN  BOOKS,  ON  FILM  AND  AT  MUSEUMS 

The  following  can  help  you  imagine  what  it  was  like  to  travel 
via  clipper. 

Movies:  China  Clipper,  with  Humphrey  Bogart  as  the  crusty  clipper 
skipper  (1936);  Foreign  Correspondent,  directed  by  Alfred  Hitchcock 
(1940). 

Books:  Wings  to  the  Orient,  by  Stan  Cohen  (2005),  a  pictorial  history; 
Night  Over  Water,  by  Ken  Follett  (1991),  a  spy  novel. 
Museums  and  attractions:  Foynes  Flying  Boat  Museum 
(Foynes,  Ireland,  near  Limerick)  has  a  life-size  B-314  replica; 
www.flyingboatmuseum.com. 

Evergreen  Aviation  &  Space  Museum  (McMinnville,  Ore.,  near  Portland) 
has  Howard  Hughes'  "Spruce  Goose":  www.sprucegoose.org. 
Fantasy  of  Flight  (Polk  City,  Fia  ,  i  ear  Orlando)  has  a  big  WWII  British 
flying  boat— the  Short  Sunderland— plus  many  other  vintage  planes: 
www.fantasyofflight.com. 
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Nice  Kitty 

Tiger  hunting  today  in  India, 
if  done  legally,  means  peeking  at — 
not  shooting — the  subcontinent's 
great  cats  |  By  Gerald  Eskanazi 


I TOLD  YOU  WE'D  SEE  A  TIGER!"  EXCLAIMED  OUR  GUIDE, 
Ateeq.  His  face  creased  into  the  broadest  of  smiles  as  we 
bounded  along  in  a  four-wheel-drive  Jeep  through  the 
Ranthambhore  National  Park  in  Rajasthan,  India's  largest 
state.  This  was  surely  the  best  part  of  our  safari — one  that 
had  evoked  the  days  of  the  maharajas,  when  they  and  their 
entourage  of  a  hundred  sat  on  silk  cushions  atop  elephants  and 
went  looking  for  the  elusive  Royal  Bengal  tiger.  These  rulers 
took  every  luxury  with  them,  including  claw-foot  bathtubs. 
They  were  living,  after  all,  like  kings. 

And  so  were  we.  The  posh  Oberoi  hotel  chain  has  created  a 
jungle  resort  called  the  Oberoi  Vanyavilas,  consisting  of  25  tents, 
each  one  fitted  with  a  19th-century  bathtub,  a  flat-screen  televi- 
sion, Wi-Fi  and  a  canopied  king-size  bed. 

Of  course  no  one  (legally)  shoots  tigers  anymore  in  India. 
Consider  yourself  lucky  if  you  even  see  one.  They  are  wary  and 
reclusive,  but  beautiful — perhaps  the  most  beautiful  wild  crea- 
tures of  all,  with  coats  that  range  in  color  from  orange  to  tan  and 
tails  that  stretch  almost  half  their  body  length. 

We  were  visiting  the  resort  in  December,  when  the  rate 
($800  a  night  for  a  tent)  is  about  twice  that  of  summer.  Each 
tent's  top  billows  in  the  wind,  creating  a  whooshing  sound  that 
serves  as  background  music  for  the  night.  We  arrived  in  the 
early  evening,  greeted  by  hostesses  in  classic  saris.  My  wife  and  I 
each  got  a  tikka  (a  mark  on  the  forehead  made  with  vermilion 
powder).  Soon  we  were  in  a  courtyard  dining  under  the  stars. 
We  ate  a  mixture  of  Indian  and  continental  cuisine  off  Noritake 
china.  It  is  chilly  at  night  in  northern  India,  but  five  wood-burn- 
ing fires  kept  the  courtyard  comfortable. 

In  the  morning,  before  dawn,  we  went  on  the  prowl  for  a 
tiger.  Before  entering  the  preserve  you  can,  if  you  like,  climb 
aboard  one  of  Oberoi's  two  pet  elephants,  Lakshmi  or  Mala,  for 
a  taste  of  what  safari  life  was  like  in  the  maharajas'  day.  Once  you 
enter  the  preserve,  however,  you  must  trade  in  your  elephant  for 
a  leep,  complete  with  a  driver  and  a  guide.  Ours,  who  were 
knowledgeable  and  worked  for  tour  operators  Abercrombie  & 
Kent,  were  well  worth  their  combined  cost  of  $50  per  person. 

Unlike  African  safaris  on  private  game  preserves,  Indian 
safaris  do  not  venture  off  the  main  roads.  That's  by  regula- 
tion: The  Indian  government  does  not  want  tourists  tram- 
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Ming  the  habitat  of  wild  animals. 

Ateeq  suddenly  blurted,  "There!  Over  there!"  We  saw  not  one 
>ut  two  tigers,  sitting  next  to  a  tree  in  a  clearing.  The  landscape  is 
nore  evocative  of  the  American  Southwest  than,  say,  the  African 
msh.  The  tigers  were  calm,  even  peaceful.  One  of  them  stirred. 
:ifty  yards  away,  a  small  deer  had  appeared.  The  tiger  rose  slowly 
kit  the  deer  quickly  disappeared.  The  tigers  wandered  off. 
We  followed  them  for  20  minutes,  joined  by  other  watchers. 


As  modern  maharajas  gape,  a  The  tigers  rarely  looked  in  our 
tiger  lopes  across  the  road  at  direction.  They  left  the  main 
Ranthambhore  National  Park;  ^  then  Kbmi^  then  walked 
(left)  the  terrace  of  a  guest 

tent  at  Vanyavilas  Resort.  off  a§ain-  For  a  ma§lc  moment 

the  pair  slunk  over  to  a  deserted 
temple  and  sat  in  front  of  it  as  if  guarding  it.  I  felt  a  sudden  empa- 
thy with  nature:  Our  guide  had  talked  to  us  about  the  dwindling 
tiger  population,  and  now,  for  the  first  time,  I  saw  the  significance 
of  this  animal  in  the  setting  it  was  meant  to  inhabit — and  under- 
stood how  humankind  would  be  diminished  by  its  loss. 

After  returning  to  our  two-room  tent,  we  showered  and  then 
feasted  on  a  breakfast  that  included  an  assortment  of  Indian 
stuffed  breads,  croissants,  omelets  and  traditional  dishes.  Since 
we  had  seen  a  tiger  at  Ranthambhore,  we  decided  to  try  another 
preserve  a  little  farther  away,  Belas  Park,  known  for  its  leopards 
and  hyenas.  We  scoured  the  place  for  tigers  but  didn't  catch  a 
glimpse,  although  Ateeq  showed  us  a  paw  print  on  the  road. 

After  lunch  we  walked  into  our  private  garden  and  sat  under 
an  enormous  umbrella.  The  trees  swayed  slightly  in  the  wind  just 
outside  our  walled  enclave.  This  was  too  perfect.  I  didn't  avail 
myself  of  the  pool,  the  spa  or  the  fireplace-appointed  library.  I 
just  sat  in  a  chaise  longue  and  imagined  I  could  get  used  to  being 
a  maharaja  hunting  tigers.  F 
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No  one  ever  accused  the 
packaged  food  industry  of 
being  glamorous.  CON- 
AGRA FOODS  (22,  CAG)  has 
long  been  the  homeliest 
sister  of  a  dowdy  bunch.  Many  of 
ConAgra's  brands  are  far  from  top  of 
the  line:  Hunt's,  Healthy  Choice,  Chef 
Boyardee.  To  make  matters  worse,  ConAgra  last  year 
recalled  Peter  Pan  peanut  butter  and  Banquet  pot 
pies  amid  suspicions  of  salmonella  contamination. 

Still,  the  company  is  undergoing  a  turnaround  that 
should  help  the  stock  reverse  its  salmonella  swoon,  down 
$6  since  last  July.  Gary  Rodkin,  the  PepsiCo  and  Gen- 
eral Mills  veteran  who  took  over  two  years  ago,  has  sharply 
pared  costs  and  upgraded  longstanding  offerings.  For  instance,  he 
brought  out  a  new  flour  under  the  Eagle  Mills  brand  that  includes 
whole  grain,  plus  a  low-sodium  Orville  Redenbacher's  popcorn  and 
an  Egg  Beaters  ham-and-cheese  omelette  mix. 


So,  despite  rising  food  costs,  ConAgra  on  Rodkin's 
watch  has  reversed  its  declining  net  income.  For  fiscal 
2008  s  first  half,  ended  Nov.  25, 2007,  earnings  rose  11%  to 
$420  million.  While  commodity  increases  are  a  burden  for 
all  food  producers,  ConAgra  benefits  from  its  trading  and 
merchandising  division  (14%  of  revenues),  which  buys  and 
sells  food  commodities,  fertilizer  and  energy.  To  Kenneth 
Goldman,  analyst  at  Bear  Stearns,  this  natural  hedge  and  the 
appeal  of  consumer  staples  in  a  recession  spell  a  buy.  At  a  13  trail- 
ing price/earnings  ratio,  ConAgra  is  cheaper  than  rivals  Heinz  (17) 
and  Kraft  (19),  and  the  industry  average  of  20.  — Carrie  Coolidge 


— ■— — — 

ber,  TJX  earnings  were  down  1 1.6%  to  $471 
million.  The  reason  for  the  dip  is  a  $216 
million  charge  to  cover  future  legal  settle- 
ments and  other  costs  stemming  from  a 
computer-hacking  scam  (crooks  stole  a 
large  quantity  of  credit  card  data).  That 
problem  seems  to  be  over. 

— Asher  Hawkins 


Shop  Around 


Retailers  from  Target  to  Macy's  to  J.C. 
Penney  had  little  holiday  cheer  last 
December.  Only  a  few  were  able  to  buck 
the  slowing-sales  trend.  Wal-Mart  was 
one,  and  TJX  COS.  (32,  TJX)  another.  Best 
known  for  its  flagship,  T.J.  Maxx,  the  com- 
pany has  long  been  an  oasis  for  brand- 
conscious  yet  pennywise  shoppers  for 
clothing  and  home  fashions. 

Apart  from  its  labels-for-less  strategy, 
which  should  serve  it  well  in  a  recession, 
TJX  has  superb  inven- 
tory control  that  gives  it 
a  strong  advantage,  says 
Kimberly  Greenberger 
of  Citigroup.  Same- 
store  sales  for  Decem- 
ber were  up  a  healthy  3%,  better  than  Wal- 
Mart's  2.6%.  With  its  21  P/E,  TJX  is  not  the 
bargain  the  clothes  are,  but  its  strength 
makes  the  stock  worthwhile. 

For  2007,  from  January  through  Octo- 


No  Bargain 


Stock  price 


Meanwhile,  there  are  less  joyous  tidings 
about  another  bargain  retailer,  99  CENTS 
ONLY  STORES  (8,  NDN).  That's  despite  its 
hard-times  appeal  and  its  recent  6%  rise  in 
same-store  sales.  From  its  turf  in  the 
Southwest  this  251 -store  chain  sells  every- 
thing from  paper  towels  to  candy  and 
prides  itself  on  keeping  most  prices  under 
a  dollar.  Sales  have  advanced  nicely. 

But  operational  missteps  and  expansion 
expenses  have  made  for  erratic  earnings.  For 
the  current  fiscal  year's  first  half,  the  com- 
pany is  in  the  red.  Its  99-cent  pledge  has  cut 
into  margins  because  of  rising  prices  for  eggs, 


milk  and  soda — something  it  could  combat 
with  better  distribution  controls.  It  suffered 
delays  rolling  out  refrigeration  systems  for 
produce,  causing  increased  rates  of  spoilage 
at  its  stores  during  the 
summer.  Also  factor  in 
the  cost  and  distraction  of 
adding  45  outlets  in 
Texas. 

Management  says 
it's  restructuring  the 
chain  to  iron  out  prob- 
lems. As  a  result  the 
consensus  has  99  Cents 
snapping  back  to  a  solid 
December  quarter  when  it  reports  in  mid- 
February.  So  shares,  which  have  tumbled 
47%  over  the  past  year,  now  have  started  tc 
edge  up.  They're  going  for  92  times  trailing 
earnings. 

Lehman  Brothers  analyst  Meredith 
Adler  says  the  market  is  overly  optimistic 
about  the  company's  potential  to  bounce 
back.  Short  the  stock.     —Alex  Davidson 
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Portfolio  Strategy  Ken  Fisher 


1 998  REDUX 


THE  WORRYWARTS  SEEK  A  PARALLEL  TO  TODAY'S 
market  and  think  they  see  it  in  1930:  credit  crunch, 
rising  unemployment,  financial  institutions  in  trouble. 
So  we  must  be  in  for  a  ferocious  bear  market.  I  seek 
a  parallel  and  find  it  only  ten  years  ago.  And  that 
makes  me  bullish. 

Early  1998  saw  financial  crises  eerily  similar  to  today's  and 
a  lot  of  hand-wringing  about  institutions  collapsing  and  setting 
off  a  domino  chain  of  other  collapses.  But  guess  what?  The  S&P 
500  was  up  28%  that  year. 

Early  January  1998  saw  stocks  implode  on  news  of  the  late- 
stage  aftermath  of  the  so-called  Asian  Contagion.  Currencies 
and  then  debt  markets  started  disintegrating  in  Asia,  and  that 
should  supposedly  have  brought  the  world  economy  down.  The 
parallel  today  is  the  American  subprime  contagion.  Back  then 
the  dollar  was  strong,  U.S.  stocks  led  foreign,  and  technology  led 
on  the  upside  and  the  downside.  Now  it  is  a  weak  dollar,  foreign 
stocks  lead  and  emerging  markets  dominate  instead  of  tech. 

This  year  January  started  rough.  So  what?  Despite  folklore, 
history  shows  January  market  movements  foretell  nothing  about 
the  rest  of  the  year. 

In  early  1997  this  column  started  saying  that  all  you  needed 
to  beat  the  S&P  500  was  to  own  any  half  of  its  very  largest 
stocks.  That  worked  for  30  months.  My  definition  of  large  was 
a  stock  whose  market  capitalization  was  greater  than  the 
weighted  average  of  the  index.  (This  sounds  convoluted,  but 
it's  mathematically  simple:  Take  every  market  cap,  square  it, 
sum  the  results  and  then  divide  that  sum  by  the  combined  mar- 
i  ket  cap  of  all  the  stocks.)  Then,  the  weighted  average  market 
cap  of  the  500  stocks  was  $55  billion,  and  30  stocks  topped 
that,  ranging  from  General  Electric  down  to  Bell  South.  In  1998 
these  30  stocks  climbed  an  average  39%. 

Nowadays  my  hunting  ground  is  the  whole  world,  where 
there  are  24,000  stocks  to  choose  from.  The  weighted  average 
market  cap  of  the  MSC!  World  Index  is  $81  billion.  In  one  of 
the  stranger  coincidences  in  finance  there 
happen  to  be  81  companies  whose  market 
caps  exceed  that  $81  billion  figure.  This  is 
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where  you  should  concentrate  your  money.  After  all,  we  just 
started  the  final  leg  of  a  seven-  or  eight-year  bull  market  (begin- 
ning in  late  2002),  and  final  legs  of  bull  markets  are  dominated 

by  big  stocks. 

In  1997  credit  spreads  had  started  widening  as  everyone 
feared  Asia's  finances  and  its  low-quality  debt.  The  result  was 
that  the  biggest,  safest  firms  were  disproportionately  allocated 
credit  and  lower-quality  borrowers  were  cut  off.  We're  seeing  a 
replay  now.  Last  summer  junk  borrowers  were  squeezed  out  of 
the  market,  especially  the  commercial  paper  market.  General 
Electric  and  ExxonMobil  can  borrow  all  they  want. 

With  big  stocks  continuing  strong  and  weak  ones  getting 
squeezed  we  could  see  a  bifurcated  market  in  2008.  Don't  be  sur- 
prised if  the  biggest  stocks  do  well  while  indexes  of  small  stocks 
like  the  Russell  2000  do  badly.  This  contrast  will  drive  technical 
analysts  nuts  because  they  are  trained  to  hate  markets  where 
there  are  more  decliners  than  gainers.  Ignore  the  technical  ana- 
lysts. Here  are  five  huge,  good  stocks. 

France's  Sanofi-Aventis  (40,  SNY)  is  a  leader  in  drugs  to  treat 
ailments  including  cancer  and 
diabetes  and  those  involving  the 
heart  and  the  nervous  system.  No 
single  drug  makes  or  breaks  it,  and 
sales  have  been  roughly  in  propor- 
tion to  global  gross  domestic  prod- 
uct. Quality  growth  at  12  times 
2008  earnings  is  tough  to  beat. 

With  50  million  customers, 
55%  of  its  market  and  effective 
Japanese  protectionism  behind 
it,  NTT  Docomo  (16,  DCM)  also 
licenses  its  wireless  technology 
outside  Japan.  The  stock  has 
lagged  for  years;  it  now  sells  at 
1.6  times  annual  revenue  and  14 
times  likely  earnings  for  the  fiscal  year  ending  March  2008. 

Chevron  (84,  CVX)  operates  in  all  segments  of  the  oil  business 
and  all  across  the  world.  The  market  isn't  expecting  much  from 
this  $197  billion  megacap,  since  it  is  priced  at  only  90%  of  rev- 
enue and  nine  times  trailing  earnings.  You  can  expect  a  lot, 
including  a  2.7%  dividend  yield. 

Soda-and-snack  vendor  PepsiCo  (68,  PEP)  will  survive  a 
weakening  economy.  Alternatively,  it  will  do  well  in  a  strengthen- 
ing economy.  Great  brand  names  like  Frito-Lay  and  Gatorade, 
with  stable  growth  at  marketlike  valuations,  make  Pepsi  easy 
even  for  the  fearful. 

IBM  (107,  IBM)  doesn't  grow  much,  because  the  competition 
is  endless.  But  this  is  one  of  the  world's  highest-quality  compa- 
j  nies,  with  very  stable  earnings  that  the  market  doesn't  think 
|  very  much  of.  It  costs  12  times  expected  2008  earnings  and  1.6 
times  sales.  F 

Money  manager  Ken  Fisher's  latest  book  is  The  Only  Three  Questions  That  Count 
(John  Wiley,  2007).  Visit  his  home  page  at  www.forbes.com/fisher. 


Then,  i 
the  Asian 
Contagion 
that  was 
going  to 
wreck  the 
world.  Now 
it's  subprime 
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Yes,  But  I  James  Grant 


VALEDICTORY 


COLUMNS,  LIKE  PLAYS,  OPEN  ONLY  TO  CLOSE,  AND 
this  one  now  steals  into  the  night.  Reviewing  its 
seven-year  run,  I  see  the  good,  the  bad  and  the  funny. 
I  also  see  an  authorial  face  that  is  slightly  less  present- 
able today  than  it  was  when  the  first  columnar  mug 
shot  was  snapped.  For  much  of  this  weathering  of  appearance,  I 
blame  Mr.  Market. 

"Yes,  But,"  the  motto  over  these  essays,  describes  the  author's 
skeptical  mental  equipment.  A  skeptic  is  who  I  am,  though  my 
readers  and  I  would  be  a  little  richer  if,  on  occasion,  I  doubted 
less  and  trusted  more.  Skepticism  was  not  the  most  profitable 
state  of  mind  to  exhibit,  for  example,  when  the  stock  market 
averages  hit  bottom  five  years  ago.  In  the  "Yes,  But"  installment 
dated  Dec.  23,  2002  I  unhelpfully  argued  that  the  market  was 
more  expensive  than  it  looked,  that  the  excesses  of  the  late  1 990s 
had  not  been  fully  wrung  out  and  that  caution  was  needed. 

Something  like  reckless  abandon  would  have  stood  an 
investor  in  better  stead.  Dividends  included,  the  S&P  500  climbed 
by  105%  from  the  2002  low  to  the  2007  high.  However,  I  believe 
I'm  beginning  to  catch  on  to  the  facts  of  financial  life.  If,  as  the 
American  essayist  John  Jay  Chapman  wrote,  "Youth  is  properly 
dedicated  to  error,"  middle  age  is  the  time  for  wisdom. 

Anyway,  I  understand  now,  as  I  did  not  in  my  youthful  days 
of  certitude,  that  the  financial  future  is  a  closed  book,  that 
prophecy  is  usually  profitless  and  that  the  best  an  investor  can 
generally  hope  to  do  is  to  identify  extremes  of  sentiment  and  val- 
uation as  they  periodically  present  themselves. 

Just  how  few  members  of  the  2007  class  of  The  Forbes  400 
made  their  money  by  guessing  about  tomorrow  is  a  fact  to  pon- 
der. What  we  should  all  seek  out  is  the  rare  opportunity,  not  the 
common  forecast,  as  fetchingly  precise  as  such  predictions  often 
are  made  to  appear. 

Not  that  timely  moneymaking  opportunities  are  so  easy  to 
spot.  Was  an  investment  in  Chinese  currency  such  a  brilliant 
gambit  when  I  presented  it  in  this  space  on  Oct.  13,  2003? 
Lashed  to  the  dollar  in  those  days,  Chinese  scrip  has  only 
lately  begun  to  deliver  a  decent,  if  unspectacular,  return  to  the 


dollar-holding  speculator,  up  7%  in  2007.  A  fine  idea,  that  one, 
except  for  the  little  matter  of  timing. 

Then  again,  only  a  few  truly  superb  moneymaking  ideas  are 
required  to  deliver  the  man  or  woman  of  moderate  habits  from 
the  toils  of  a  9-to-5  job.  If  the  readers  of  "Yes,  But"  still  have  to 
work  for  a  living,  they  must  not  have  been  attending  to  columns 
on — to  pick  an  example — my  old  friend  gold  bullion. 

"All  That  Glitters"  was  the  headline  over  the  Dec.  25,  2000 
essay  featuring  a  frustrated  John  Hathaway,  portfolio  manager  of 
Tocqueville  Gold  Fund,  whose  share  price  languished  near  $  1 1 
as  the  world  persisted  in  putting  its  monetary  faith  in  the  person 
of  Alan  Greenspan.  The  developing  bear  market  in  high-tech 
stocks,  the  contested  American  presidential  election  and  the 
growth  in  the  U.S.  current  account  deficit  had  failed  to  excite  the 
barbarous  relic. 

"It  grates  on  Hathaway,"  it  said  here  seven  years  ago,  "that  he 
anticipated  many  of  these  problems,  each  a  candidate  to  promote 

a  rise  in  the  demand  for  a  mon- 
etary asset  not  created  by  a 
political  act  of  the  U.S.  govern- 
ment. But  his  forecasts  have 
availed  him  nothing  so  far 
except  to  be  a  gold  fund  too 
small  to  be  listed  in  the  mutual 
fund  tables  of  the  Wall  Street 
Journal?  Since  then,  golds  price 
has  vaulted  to  $920  an  ounce 
from  $274  and  the  price  of  a 
share  of  the  Tocqueville  Fund  to 
$51.60  from  $11.25.  In  the  Oct. 
15,  2007  issue  I  suggested  anew 
that  you  buy  it. 

Of  my  six  suggestions  in 
2007,  it  was  the  very  same  Tocqueville  Gold  Fund  (52,  TGLDX)  that 
brought  up  the  rear,  but  the  reverse  was  only  temporary.  Its  total 
return  last  year  was  12.4%.  My  best  pick  was  Ultrashort  Real 
Estate  (106,  SRS),  prospering  off  the  real  estate  rout.  Overall,  after 
slicing  off  a  phantom  1%  commission,  my  sextet  was  up  0.7%  for 
the  year.  Identical  amounts  invested  in  the  S&P  500  lost  1 .6%. 

How  am  I  investing  my  own  untold  wealth?  In  a  confection 
of  long-short  equity  hedge  funds  (no  bonds),  in  gold  and  in 
Japanese  stocks,  chronically  cheap  but  cheaper  than  ever  in  2008. 
In  fact,  Japan  has  produced  a  previously  unknown  class  of  invest- 
ment bargain,  the  globally  competitive  cigar  butt.  Hi-Lex  (trading 
at  the  equivalent  of  $12,  ticker  number  7279),  a  geographically 
diversified  and  technologically  accomplished  maker  of  auto- 
motive cables,  is  one  such  specimen.  Revenues  in  the  past  five 
years  are  up  8.7%  per  annum.  Yet  it  trades  at  not  much  more 
than  the  sum  of  its  net  current  assets.  Available  on  the  Osaka 
exchange,  Hi-Lex  stock  is  off  37%  from  its  52-week  high.  Are 
there  warts?  Yes,  but ....  F 


It  is  far  better 
to  buy  a  cheap 
stock  than  an 
airy,  and  very 
likely  errant, 
prediction. 
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James  Grant  is  the  editor  of  Grants  Interest  Rate  Observer. 
Visit  his  home  page  at  www.forbes.com/grant. 
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Point  of  View 


Steve  H.  Hanke 


DEVALUATIONIST  BUNK 


THE  FEDERAL  RESERVE  DRAMATICALLY  SLASHED  BOTH 
the  federal  funds  target  rate  and  discount  rate  twice  in 
little  more  than  a  week,  confirming  that  the  central 
bank  has  thrown  inflation  fighting  to  the  winds.  The 
interest  rate  reductions  also  confirm  the  Bush  Admin- 
istration's (and  the  Feds)  cheap-dollar  policy. 

While  this  is  bad  news  for  inflation  hawks,  it's  a  delightful 
development  for  people  who  think  the  government  should  man- 
age international  trade.  They  believe  that  the  U.S.  trade  and  broader 
current  account  deficits  reflect  Americas  lack  of  competitiveness 
and  are  inherendy  bad.  According  to  this  thinking,  a  dollar  devalu- 
ation is  virtuous  because  it  makes  U.S.  goods  more  attractive.  Such 
thinking  is  common,  even  among  some  economists.  It's  bunk. 

Just  consider  the  most  recent  bout  of  dollar  weakness.  The  trade- 
weighted  value  of  the  greenback  has  fallen  21%  since  2001.  So  did 
this  weakness  in  the  currency  create  prosperity  or  even  shrink  the 
trade  deficit?  No.  Since  2001  exports  increased  78%,  but  imports 
increased  even  more,  85%.  This  left  the  trade  deficit  twice  as  large 
in  the  third  quarter  of  2007  as  it  was  in  the  last  quarter  of  2001. 

To  appreciate  just  how  ingrained  the  devaluationist  bunk  is,  go 
back  to  197 1 .  That  year  Richard  Nixon  abandoned  the  Bretton  Woods 
system  of  fixed  exchange  rates.  He  closed  the  gold  window,  imposed 
a  surcharge  on  manufactured  imports  and  demanded  that  other  big 
industrial  countries  allow  their  currencies  to  appreciate  against  the 
dollar  before  he  would  remove  the  surcharge.  They  all  did,  leaving 
a  foreign  exchange  system  of  22  years'  duration  in  tatters  and  giv- 
ing the  cheap-dollar  mantra  a  comfortable  home  in  Washington,  D.C. 

Did  the  Nixon  cheap-dollar  policy  make  exports  grow  faster 
than  imports?  Scarcely.  The  U.S.  trade  deficit  has  been  in  negative 
territory  every  year  since  1975. 

Nothing  better  demonstrates  the  impotency  of  devaluations 
in  creating  a  trade  surplus  than  the  US.-Iapan  story.  Starting  with 
the  Nixon  Administration,  the  U.S.  has  pursued  a  two-pronged 
strategy:  protectionist  threats  coupled  with  demands  for  a  yen 
appreciation  (that  is  to  say,  a  cheaper  dollar).  Amid  this  madness 
there  have  been  some  intervals 
of  lucidity.  The  first  Reagan  j 
Administration  (1981-84)  and 


the  Clinton  Administration  (after  April  1995)  embraced  a  strong- 
dollar  policy.  The  trend,  though,  is  in  line  with  the  mercantilist 
view  that  dollar  weakness  is  something  to  be  sought  after.  Since 
1971  the  yen  has  appreciated  240%  from  its  Bretton  Woods  value 
(360  to  the  dollar)  to  its  value  today  (106  to  the  dollar). 

According  to  the  devaluationists,  that  cheapening  of  the  dollar 
against  the  yen  should  have  worked  wonders  on  the  U.S.  trade  deficit 
and  in  particular  on  the  two-way  trade  deficit  with  Japan.  That  didn't 
happen. 

The  U.S.  trade  deficit  not  only  kept  growing,  but  Japan's  contri- 
bution to  it  ballooned  from  26%  in  1977  to  58%  in  1991.  (In  2000 

China  overtook  Japan  as 
the  largest  contributor  to 
the  deficit  Now  Japan  ac- 
counts for  only  11%.) 
With  the  U.S.  trade 

deficit  continuing  to  pose  a  "problem,"  both  the  Bush  Administration 
and  the  Fed  turned  to  that  old  discredited  antidote,  a  cheap  dollar. 
The  main  thing  that  has  changed  since  the  early  1990s  is  that  the  U.S. 

trade  deficit  has  become  bigger  in 
absolute  and  relative  terms,  and 
China  has  replaced  Japan  as  the 
target  of  protectionist  wrath.  Will 
the  current  cheap-dollar  ploy 
change  the  U.S.  trade  and  current 
account  picture?  No. 

Truths  in  economics  boil 
down  to  accounting  principles, 
as  immutable  as  the  laws  of 
physics.  Our  current  account 
deficit  is  equal  to  the  sum  of  two 
quantities:  the  excess  of  private 
investment  over  savings  and  the 
government  deficit. 
The  last  ten  years  can  be  divided  into  three  periods.  In  the  late 
1990s  the  public  sector  was  in  surplus,  and  the  current  account  deficit 
was  the  result  of  an  investment  boom  coupled  with  a  savings  drought 
With  the  end  of  the  dot-com  surge  in  2000,  the  private  sector's 
contribution  to  the  current  account  deficit  shrank.  But  the  slack 
was  more  than  made  up  by  the  government's  spendthrift  habits. 
By  late  2003  the  real  estate  boom  had  kicked  in,  and  both  the 
private  investment-savings  gaps  and  government  shortfalls  were 
contributing  mightily  to  current  account  deficits. 

Trade  imbalances  are  all  about  net-savings  propensities,  not 
changes  in  exchange  rates.  As  the  coming  recession  gathers  force, 
the  private  investment  rate  will  slow  and  the  savings  rate  will 
increase,  closing  the  investment-savings  gap.  At  the  same  time, 
government  deficits  will  probably  creep  up. 

On  balance  the  current  account  deficit  may  well  ease  a  bit. 
Unfortunately,  however,  this  development  won't  stop  the  irrational 
agitation  for  a  cheap  dollar.  F 


Steve  H.  Hanke  is  a  professor  of  applied  economics  at  the  Johns  Hopkins  University  and  a  senior 
fellow  at  the  Cato  Institute  in  Washington,  D.C.  Visit  his  home  page  at  www.forbes.com/hanke. 


Politicians  are 
tempted  to 
cure  a  trade 
deficit  with 
a  weak  dollar. 
The  cure  is 
worse  than  the 
disease. 
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Integrated  Financial  Partners,  Inc. 


Offices  in  all  New  England  states,  NY  and  VA 
866-279-3190  www.ifpadvisor.com 
Leveraging  an  impressive  CPA  partnership 
program,  along  with  a  coordinated  approach  to 
wealth  accumulation,  distribution  and  legacy 
planning,  helps  position  IFP's  clients  towards 
a  more  secure  financial  future. 

Carney  Antell,  LLC 

30  Kimball  Avenue,  Suite  203 
South  Burlington,  VT  05403 
802-658-2930  www.carneyantell.com 
Carney  Antell,  LLC  provides  financial  insight 
and  innovative  planning  to  protect,  preserve 
and  grow  the  wealth  of  New  England  families 
and  businesses. 

Richard  C.  Young  &  Co.,  Ltd. 

98  William  Street 
Newport,  Rl  02840 

800-843-7273  www.younginvestments.com 
Building  upon  more  than  forty  years  of 
investment  experience,  Richard  C.  Young 
&  Co.,  Ltd.  manages  globally  diversified 
investment  portfolios  that  emphasize  income 
and  dividends. 

Professional  Planning  Group 

9  Granite  Street 
Westerly,  Rl  02891 

401-596-2800  www.PPGadvisors.com 
Established  in  1974,  PPG  is  one  of  the  top 
Investment  Advisory  firms  in  the  country  as 
determined  by  Barron's',  Bloomberg*  and 
others.  Focus  is  on  Affluent  Families,  Retirees, 
Endowments  and  Foundations. 
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Cornerstone  Investment  Services1 

245  Waterman  Street,  Suite  301 
Providence,  Rl  02906 
401  -453-5550  www.cornerstoneri.com 
Founded  in  1999,  Cornerstone  gives  investors 
the  best  of  both  worlds:  the  personal  attention 
of  a  private  money  manager  and  security  of 
being  with  a  large  financial  institution. 

Golden  Pond  Wealth  Management2 

129  Silver  Street 
Waterville,  ME  04901 

207-873-2200  www.goldenpondwealth.com 
Since  1996,  Golden  Pond  has  custom  tailored 
its  comprehensive  wealth  management 
solutions  to  assist  in  achieving  the  dreams  and 
missions  of  high  net  worth  families,  institutions 
and  endowments  throughout  Maine. 

D.K.  Brede  Investment  Company,  Inc.3 

1253  Highland  Avenue 
Needham,  MA  02492 

781  -444-9367  www.bredeinvestment.com 
With  more  than  eighteen  years  of  experience, 
D.K.  Brede  delivers  wealth  management 
services  to  high  net-worth  individuals  and  in- 
vestment management  services  to  businesses 
and  trusts. 

StrategicPoint  Investment  Advisors 

220  West  Exchange  Street 
Providence,  Rl  02903 
401-273-1 500  www.strategicpoint.com 
A  founding  firm  of  Focus  Financial  Partners, 
StrategicPoint  Investment  Advisors  is  a  fee- 
based  wealth  management  and  investment 
advisory  firm. 

Cabot  Money  Management,  Inc. 

216  Essex  Street 

Salem,  MA  01970 

978-745-9233  www.ecabot.com 

Cabot  Money  Management  is  an  independent, 

fee-based  wealth  management  firm  that  has 

been  helping  individuals  manage  their  financial 

affairs  since  1983. 

Mackensen  &  Company,  Inc. 

6  Merrill  Drive 

Hampton,  NH  03842 

603-926-1775  www.mackensen.com 

Mackensen  &  Company  is  a  fee-only  financial 

planning  firm  with  more  than  twenty-five 

years  of  experience  serving  the  Greater  New 

England  area. 
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Is  Protecting  People  and  Property  Important? 

Protecting  people  and  property  is  an  important  business.  Security 
markets  are  at  an  all  time  high  and  are  rapidly  growing. 
Prime  Dealerships  are  available. 

Every  window  is  an  opportunity  to  make  MONEY. 
Demand  is  so  high  we  have  work  for  you  right  now!! 


Be  Your  Own  Boss  with  the  ACE/Security 
Laminates  Dealership  Program: 


No  Royalty  Fees 
Protected  Territories 

Certified  Training  &  Continued  Dealer  Support 
Products  used  and  approved  by  US  Government 
Dealerships  starting  from  $25,000 


When  applied  to  glass.  ACE/Security 
Laminates  transforms  windows  into  a 
virtually  impenetrable  barrier. 


^Society 
of  Plastics 
Engineers 


Approved  Vendor 
to  the 

US  Government 


security  laminates 


Join  Our  Team! 
1-888-607-0000  il^ 
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\f  5  Designers  Assigned  to  Every  Project 

*f  1-3  Day  Turnaround 

+f  Satisfaction  Guaranteed 


American  Diagnostic  Centers 


American  Diagnostic  Center  is  a  proven  chain  of  high  quality  well 

respected  centers  with  a  proven  model.  If  you  have  superior 
management  skills,  are  familiar  with  sales  &  marketing  concepts  you 
might  qualify.  Approximate  cash  investment  of  $300,000  to  $600,000 
with  average  annual  profits  of  $200,000  to  $400,000  Plus. 
Call  for  available  markets. 

(866)  862-1222 
info@americandiagnosticcenters.com 
www,  americandiagnosticcenters.  com 


\f  2-3  Designers  Assigned  to  Every  Project 

*f  Unlimited  Designs  Till  Perfect 

*f  Lightning  Fast  Turnaround 

+t  Satisfaction  Guaranteed 
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877.918.9188  |  www.LogoCare.com/forbes 


SELL  YOUR 
BUSINESS 

In  2  To  5  Years 
Maybe  Even  Sooner.... 
or  Whenever  You  Like 

For  3  To  1 0  Times 
More  Than  You  Think 
You  Can.... 
On  Your  Terms.... 

FREE  INFO 
866  529  2845. 
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Perfect  in  the  evening, 
and  the  next  morning. 


Anytime's  the  perfect  time  to  enjoy  the 
world's  finest  Italian  espresso  or  cappuccino — 
especially  when  we  make  it  so  easy  for  you 
to  prepare  it  at  home  in  mere  minutes. 
Incomparable  coffee  with  a  heritage  of 
excellence  established  in  1933,  illy  is 
exactingly  roasted  to  ensure  a  flawlessly 
consistent,  smooth  and  balanced  taste. 


0  □ 


The  exclusive  illy  a  casa5 
espresso  membership  program 

a  $650  value,  yours  now  for  only  $150 


30-day  risk-free  guarantee 


You'll  receive  everything  you  need  for  a  perfect  cup  of  espresso  or  cappuccino  at  the  push  of  a  button. 

Perfect  for  E.S.E.  pods  or  ground  coffee,  the  Francis  Francis  X5  combines  the  most  advanced  technology 
with  the  finest  Italian  esthetic,  in  your  choice  of  seven  brilliant  colors.  Join  today  and  also  receive  a 
Julian  Schnabel  set  of  five  cups  and  saucers.  As  a  member,  purchase  any  four  cans  of  illy  a  month  for 
twelve  months,  and  enjoy  convenient  home  delivery.  See  how  easy  it  is  to  enjoy  perfection  every  time, 
in  the  evening. .  .the  next  morning. .  .anytime. 

^  Your  illy  gift.  This  porcelain  collection  of  five  espresso  cups  and  saucers  features 

*V  %     original  artwork  by  acclaimed  artist  and  award-winning  filmmaker  Julian  Schnabel. 
^      ^     Specifically  designed  for  illy  in  limited  edition,  valued  at  $  1 20.  While  supplies  last. 

ORDER  TODAY,  Call  1.877.469.4559 
or  go  to  ILLYUSA.COM/PFBS8  use  offer  code:  pfbss 

illy  reserves  the  right  to  substitute  cups  of  equal  or  greater  value  Otter  valid  through  8/31/08  For  a  complete  description  of  terms  and  conditions,  visit  our  website  at  illyusa  com 
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The  fastest  way 
to  learn  a  language. 
Guaranteed 


re  successfully  used  by  U.S.  State  Depart 
0®  executives  and  millions  of  people  worldwi 


Think  in  the  language!  Our  method  is  called  Dynamic  Immersion™  Vivid  photos  and  native 
speakers  help  you  learn  without  translation — just  like  you  learned  your  first  language. 

Speak  immediately!  Start  speaking  in  the  first  lesson  with  our  proprietary  speech 
recognition  technology. 

Enjoy  learning!  Improved  intuitive,  sequential  learning  makes  every  lesson  count  and  build 
progressively  in  a  fun,  almost  addictive  way. 

Rosetta  Stone  is  available  for  learning:  Arabic  •  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German 
Greek  •  Hebrew  •  Hindi  •  Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese 
Russian  •  Spanish  •  Swahih  •  Swedish  •  Tagalog  •  Thai  •  Turkish  •  Vietnamese  •  Welsh 


i 


Language  Learning  Success1" 


"Stupendous... 

the  juxtaposition  of  text,  sound  and 
picture  was  masterful.  The  quality  of 
both  sound  and  graphics  was  first  rate. " 

-The  Boston  Globe 


SAVE  10% 


Level  1  -$e©T     NOW  $188.10 

Level  1&2  -£339"  NOW  $305.10 
Level  1.2&3  NOW  M49.10 

Use  promotional  code  fbs028  when  ordering: 


(888)  232-8823 
RosettaStone.com/fbs028 


Offer  expires  May  31,  2008. 

©2007  Rosetta  Stone  Ltd.  All  rights  reserved. 


RosettaStone 


Grow  Your  Business! 
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FOR  FREE  CONSULTATION 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


Globe 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment  The  ROM  adapts  its  resistance  every  second  during  the  workout 
and  88%  of  people  who  own  health  club  memberships  do  not    to  exactly  match  the  user's  ability  to  perform  work.  It  balances 


exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
elieve  for  all  the  people  who  since  1990  have  bought  our 
xcellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
ho  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
he  health  benefits  experienced 
uring  that  tryout,  and  the  ROM 
erformance  score  at  the  end  of 
ach  4  minute  workout  that  tells  the 
tory  of  health  and  fitness 
■mprovement.  At  under  20  cents  per 
ise,  the  4  minute  ROM  exercise  is 
he  least  expensive  full  body 
omplete  exercise  a  person  can  do. 
low  do  we  know  that  it  is  under  20 
ents  per  use?  Over  90%  of  ROM 
lachines  go  to  private  homes,  but 
'e  have  a  few  that  are  in  commercial 
se  for  over  12  years  and  they  have 
ndured  over  80,000  uses  each, 
ithout  need  of  repair  or  overhaul, 
he  ROM  4  minute  workout  is  for 
eople  from  10  to  over  100  years  old 
nd  highly  trained  athletes  as  well. 


blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 
Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 
Reading  the  ROM  literature  and  reluctantly  understanding  it. 
Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 
Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 
Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 
Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 
After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 
You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
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Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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We  help  our  clients  grow  their  annual  sales  1 5%  or  more 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours. 

212.755.3636  I  www.capstonetrade.com 


Yes,  this  can  be  yours!  $ 

Rolling  Stones  Hand-Signed  Guitar 
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Since  1986,  American  Royal  Arts 
All  items  forensically  examined 


1-877-601-ROCK  ££33* 

SignedRock.com  Memorabilia 


LUXURY  YACHTING  IN  GREECE 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


60-80% 
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(800)  640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 
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Global  Investmen 


Award 
Winning 
Book 

Order  Now 


Steven  Sears,  CPA  •  Attorney  at  La 
949-262-1100  •www.searsatty.com  , 


87%  NET  PROFIT 

Our  program  is  simple  yet 
brilliant!  We  ensure  your 
success  by  spending  a  week 
with  you  in  your  area  where  it 
counts.  Exclusive  territories, 
low  overhead,  exceptional 
profit  margin  $250,000  profit 
potential  first  year  is  no 
exaggeration.  $14,900 
investment  normally  recovered 
in  the  first  30  days. 
Call:  1-877-808-0800 


BEEN  BURNEE 

Dispute?  Owed  Money?  Bet 
Taken  Advantage  of  on  an  in 

vestment  or  business  deal? 

Ready  to  take  action  and  bt 
compensated?  Don't  put  goc 

money  after  bad. 
No  cost  unless  we  get  results 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


February  25,  2008 


For  Marketplace,  call  888-305-68; 


Forbes  marketplace 


LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 


"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 

Instant  quotes  from 
Life  •  Auto  •  Health 


Here  are  the  facts: 


Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 

Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 

Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 

Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 

Cash  offer:  $406,000 


Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  65 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-490-6796,  ext.  101 
or  visit  us  online  at  www.insure.com. 


over  100  companies 
Home  •  and  More! 


Insute.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


$ 


Date  of  birth  (MM/DD/YY) 


Age 


Coverage 


City  State 

Major  Illness  History:    D  Heart  Disease   d  Cancer   d  Diabetes    D  Stroke    d  Other . 
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On  the  Business  of  Life 


he  Socialist  President  of  France  has  far  more  commonsensical  views  on  world  problems  than 
many  of  the  world's  vociferous  Rightists.  In  a  wide-ranging  interview  with  forbes,  President 
Francois  Mitterrand  was  diplomatically  forthcoming.  While  he  has  all  the  dignity  and  "cool" 
that  French  dignitaries  epitomize,  warmth  permeates  this  alert  leader's  keen  intelligence.  He  is  enjoying  his 
job.  This  President  of  France  will  continue  to  be  for  at  least  seven  more  years.  — MALCOLM  FORBES  (1987) 


There  is  no  such  thing  as  a  perfect  leader 
either  in  the  past  or  the  present,  in  China 
or  elsewhere.  If  there  is  one,  he  is  only 
pretending,  like  a  pig  inserting  scallions 
into  its  nose  in  an  effort  to  look  like  an 
elephant. 

—LIU  SHAOQI 


It  is  very  comforting  to  believe  that  leaders 
who  do  terrible  things  are,  in  fact,  mad. 
That  way,  all  we  have  to  do  is  make  sure 
we  don't  put  psychotics  in  high  places  and 
we've  got  the  problem  solved. 

—TOM  WOLFE 

In  some  circles  Stalin  has  been  making 
a  comeback.  His  portrait  hangs  above 
the  dashboard  of  trucks,  a  symbol  of 
blue-collar  nostalgia  for  a  tough  leader. 

—SERGE  SCHMEMANN 


To  lead  means  to  direct  and  to  exact, 
and  no  man  dare  do  either.  He  might  be 
unpopular.  What  authority  we  are  given 
now  is  a  trinity:  the  grin,  the  generality 
and  God  (the  word). 

— MARYA  MANNES 

There  go  my  people.  I  must  find  out  where 
they  are  going  so  I  can  lead  them. 

—ALEXANDRE  LEDRU-ROLLIN 

Charlatanism  of  some  degree  is 
indispensable  to  effective  leadership. 

—ERIC  HOFFER 


Just  do  what  you  do  best. 

—RED  AUERBACH 


The  day  soldiers  stop  bringing  you  their 
problems  is  the  day  you  have  stopped 
leading  them.  They  have  either  lost 
confidence  that  you  can  help  them  or 
concluded  that  you  do  not  care. 

—COLIN  POWELL 


What  a  man  dislikes  in  his  superiors, 
let  him  not  display  in  his  treatment 
of  his  inferiors. 

— TSANG  SIN 


A  sense  of  humor  is  part  of  the  art 

of  leadership,  of  getting  along  with  people, 

of  getting  things  done. 

— DWIGHT  EISENHOWER 


Bill  Belichick's  thorough,  so  when  he 
buys  into  you,  he  knows  your  character. 
The  bottom  line  is  that  he  knows  how 
to  use  personnel.  He  buys  into  the 
person. 

—JIM  BROWN 


There's  nothing  that  cleanses  your  soul 
like  getting  the  hell  kicked  out  of  you. 

—WOODY  HAYES 


A  coach  is  someone  who  can  give 
correction  without  causing  resentment. 

—JOHN  WOODEN 


The  only  thing  worse  than  a  coach 

or  CEO  who  doesn't  care  about  his  people 

is  one  who  pretends  to  care. 

—JIMMY  JOHNSON 


Two  kinds  of  ballplayers  aren't  worth 
a  darn:  One  that  never  does  what  he's 
told,  and  one  who  does  nothin  except 
what  he's  told. 

— OAIL  (BUM)  PHILLIPS 




He  that  ruleth  over  men  must  be 
just,  ruling  in  the  fear  of  God. 

—II  SAMUEL  23:3 

Sent  in  by  Cindy  Blue,  Athens,  Ga. 
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Taking  a  few  minutes  now 

to  roll  over  your  retirement  funds 

can  pay  off  for  years  to  come. 


Hovers  made  simple  I  With  Vanguard's  history  of  low-cost,  disciplined  investing,  just  a  few 
lutes  now  can  pay  off  for  years  to  come.  One  phone  call  starts  the  process.  We  do  the 
>erwork  — all  you  have  to  do  is  sign.  And  there's  never  been  a  better  time.  Roll  over  by  April  30th 
i  get  special  savings.  For  more  information,  go  to  vanguard.com/time  to  get  your  retirement 
ounts  working  together  and  working  smarter. 
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According  to  Forrester  Research,  more  than  half  the  enterprise 
companies  in  North  America  and  Europe  rely  on  Dell 
for  notebook  and  desktop  computers. 

Who  do  you  rely  on? 

-How  Enterprise  Buyers  Rate  Their  PC  Suppliers  And  What  It 
Means  For  Future  Purchases,  Forrester,  November  2007. 


GET  YOUR  FREE  COPY  OF  FORRESTER'S  REPORT  AT 

DELL.COM/Numberone 


Actual  Forrester  quote:  "Dell  is  clearly  the  No.  1  enterprise  desktop  and  laptop  supplier."  Survey  question:  "From  which  vendor 
did  you  purchase  desktops  in  the  last  12  months?"  Base:  565  PC  decision-makers  at  North  American  and  European  Enterprises. 
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The  server  room  can  be 
a  cold  and  lonely  place. 
We  can  definitely  help 
with  the  lonely  part. 


As  you  sit  there  among  the  humming  and  buzzing  of  servers,  the  miles  of 
cables  and  the  flashing  of  tiny  little  lights,  know  this  -  you  are  not  alone.  At 
CDW,  we  provide  you  with  a  personal  account  manager  who  knows  your 
business  and  the  IT  challenges  you  face.  We  make  sure  your  most  difficult 
questions  get  answered  by  highly  trained  technology  specialists  who, 


quite  frankly,  are  ridiculously  smart.  And  we  offer  a  full  range  of  custom 
configuration  services  that  can  save  you  valuable  time  and  money.  With  all 
this,  plus  an  unfathomable  number  of  products  from  the  top  names  in  the 
industry,  you  should  feel  quite  comfortable  knowing  CDW  has  everything  you 
eed,  when  you  need  it.  And  as  always,  we're  only  a  phone  call  away. 


CDW.com  800.399.4CDW 


The  Right  Technology.  Right  Away. 
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Just  what  every  home  needs. 
Your  very  own  170,000  trillion 
watt  power  station. 


Solar  technology  from  GE  could  help  produce  enough 
energy  to  power  thousands  of  homes  with  very  low 
emissions.  With  a  bit  of  help  from  that  big  red  power 
station  93  million  miles  away,  naturally.  It's  one  more 
example  of  our  blueprint  for  a  better  world. 


imagination  at  work 
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Akzo  Nobel  Industrial 
and  Automobile  Coatings 


CA  salutes  Akzo  Nobel  Industrial 
and  Automobile  Coatings  for 
developing  an  approach  to  customer 
service  that's  anything  but  paint 
by  numbers. 


From  the  paint  job  on  your  neighbor's  sports  car  to  the  pipes  in  your  home  that  never  rust,  Akzo  Nobel 
Industrial  and  Automobile  Coatings  is  there.  Companies  across  60  countries  rely  on  them  to  supply  their 
painting  and  coating  products.  There's  a  lot  of  pressure  to  deliver.  With  CA's  Recovery  Management 
solutions,  Akzo  Nobel  has  increased  the  availability  and  performance  of  their  information  systems  — 
minimizing  or  eliminating  disruptions  and  ensuring  reliable  delivery  to  their  demanding  clients.  Now  it's 
Akzo  Nobel  that  has  a  glowing,  new  finish  —  on  their  reputation  for  world-class  customer  service. 
Read  more  about  it  at  ca.com/customers. 
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86  Stop  That  Patient! 

Why  are  patients  forced  to  get  care  at  big, 
dangerous  hospitals?  The  heart  of  the 
health  care  industry  has  failed  the 
consumer. 
By  David  Whelan 

38  Duke  Energy:  A  Big  Polluter 
Outwits  the  Greens 

With  politics  in  the  air,  James  Rogers  is 
racing  to  limit  carbon  emissions  at 
Duke  Energy — before  the  greenies  beat 
him  to  it. 
By  Daniel  Fisher 

48  Where  Oil  Is  Cheap 

There's  plenty  of  cheap  oil  left — if  you 
own  the  right  refinery.  Jim  Gibbs  is 
enjoying  it  while  it  lasts. 
By  Christopher  Helman 

66  How  to  Make  Big  Bucks  In 
Bad  Loans 

Contrarians  buy  debt  when  the  headlines 
rail  about  a  debt  crisis.  Like  right  now. 
By  Bernard  Condon 

75  Stocks  to  Beat  The 
Recession 

To  get  a  sense  of  which  companies  are 
doing  well  despite  the  (possible) 
recession  and  which  are  positioned  to 
cope  with  further  weakness, 
look  at  some  unconventional  metrics. 
By  Jack  Gage 
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Taking  a  few  minutes  now 

to  roll  over  your  retirement  funds 

can  pay  off  for  years  to  come. 

tollovers  made  simple  I  With  Vanguard's  history  of  low-cost,  disciplined  investing,  just  a  few 
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Hospitals'  Nightmare 

YOU  NEED  YOUR  KNEES  REPLACED,  AND  YOU  HAVE  A  CHOICE 
of  two  venues.  One  is  an  august  teaching  hospital,  nonprofit, 
run  by  worthy  types  and  very  egalitarian.  It  takes  rich  and  poor, 
young  and  old,  strapping  and  debilitated  patients.  The  other 
option  is  a  spanking-new  for-profit  venture  down  the  street  that 
specializes  in  joints.  Its  patients  are  young,  healthy  and  insured, 
and  its  rate  of  postsurgical  infections  is  half  that  of  the  big 
general  hospital. 

Big  hospitals  ought  to  be  losing 
competitions  like  this  all  the  time.  But, 
desperate  to  keep  upstarts  from 
siphoning  off  their  most  desirable 
patients,  they  are  getting  laws  passed 
to  stomp  out  the  specialty  hospital 
business.  (Ostensible  reason:  Doctors 
should  not  be  motivated  by  profit.) 
Established  providers  are  also  block- 
ing rules  that  would  compel  disclo- 
sure of  infection  rates.  It's  a  nasty  fight. 
David  Whelan  describes  it  on  page  86. 

If  the  result  of  this  donnybrook  is 
that  all  hospitals  clean  up  their  acts,  it 
will  be  a  victory  for  patients.  It  will 
also  be  a  victory  for  one  Elizabeth 
McCaughey,  crusader  for  hospital 
sanitation.  She's  something  of  a 
monomaniac,  but  she's  right.  Big  hospitals  are  breeding  grounds 
for  drug-resistant  staph,  pseudomonas  and  C.  diff  bacteria.  Many 
thousands  of  people  die  as  a  result. 

You  can't  visit  an  industrial  hog  barn  or  a  semiconductor 
plant  without  donning  a  bunny  suit.  Why  do  hospitals  let 
doctors,  orderlies  and  visitors  slosh  bacteria  around  with  every 
footstep?  Why  don't  patients  rate  as  much  hygiene  as  a  pig  or  a 
videogame  chip? 

Betsy  McCaughey  fights  dirty.  She  collects  horror  stories  at 
hospitalinfection.org.  She's  talking  about  tort  suits  to  teach  the 
medical  establishment  a  lesson.  "Hospital  infection  is  the  next 
asbestos,"  she  declares.  She  tells  insurers  to  cancel  liability  poli- 
cies at  hospitals  where  doctors  don't  wash  their  hands.  You  can 
see  why  this  impolitic  ex-lieutenant  governor  did  not  last  long  as 
a  politician. 

McCaughey's  forerunner  in  the  19th  century  was  the 
physician  Ignaz  Semmelweis.  He  said  puerperal  fever,  which 
killed  mothers  in  childbirth,  was  spread  by  dirty  doctors.  He 
called  them  murderers.  They  had  him  thrown  in  a  madhouse, 
where  he  died  young.  Let's  hope  she  fares  better.  Your  life  may  W 
depend  on  it. 

Editor 
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Have  you  ever 
thought  of  an 
investment  banker 
who  can  manage 
your  succession 
planning? 


May  we  introduce 
you  to  a  private 
banker  who  is  also 
an  expert  in 
acquisition  finance? 


Investment  Banking  •  Private  Banking 


id  out  how  integrated  solutions 

n  open  up  a  new  perspective  for  you. 

vw.credit-suisse.com 


liinking  New  Perspectives. 


Credit  Suisse 


sse  Securities  (USA)  LLC  (CSUS)  is  a  US  registered  broker-dealer  and  investment  adviser  and  offers  investment  banking,  brokerage  and  investment  advisory  services  in  the  US.  CSUS  is  under  common 
:h  Credit  Suisse,  a  bank  organized  under  the  laws  of  Switzerland.  Credit  Suisse  is  the  global  brand  name  for  the  investment  banking,  asset  management  and  private  banking  services  offered  by  Credit 
oup  affiliates  worldwide.  Each  Credit  Suisse  Group  entity  is  subject  to  distinct  regulatory  requirements  and  certain  products  and  services  may  not  be  available  in  the  US  or  to  all  clients.  No  product  or 
II  be  offered  where  unlawful  under  applicable  law. 
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Socialist  Tool? 


So  FORBES  thinks  child  labor  ("Child 
Labor,"  Feb.  25,  p.  72)  is  a  worldwide 
addiction?  You  might  as  well  have  said 
that  freedom  is  an  addiction,  because 
freedom  means  willing  workers  contract- 
ing with  willing  employers  without  the 
government  getting  in  the  way.  With  an 
estimated  218  million  illegal  workers 
worldwide,  maybe  the  law  is  rotten,  not 
the  people.  Too  bad  you  apparently 
bought  into  the  notion  that  people  past 
puberty  are  still  children,  that  you  can 
help  people  by  making  them  unemployable  and  that  government  cares  more 
about  children  than  parents  do.  When  will  you  realize  that  government 
ethics  are  never  superior  to  freedom?  Maybe  we  should  start  calling  you 
"FORBES:  the  Socialist  Tool." 

DAN  FERNANDES 
La  Verne,  Calif. 


Culture  Wars 

The  latest  issue  of  FORBES  is  interesting: 
"The  New  Unions"  (Feb.  25,  p.  100) 
laments  the  inability  of  common  people 
to  freely  enter  the  job  of  their  choosing 
because  state  laws,  licensing  and  profes- 
sional guilds  do  everything  in  their 
power  to  keep  interlopers  away  from 
their  source  of  income.  Then  the  cover 
story  on  child  labor  emotionally  con- 
tends that  young  adults  and  adolescents 
should  not  be  allowed  to  earn  a  living  if 
they  choose  to  do  so.  Why  Americans 
think  their  beliefs  of  what  is  proper 
behavior  for  teenagers  should  be  imple- 
mented in  every  culture  around  the 
world  is  curious.  FORBES,  it  seems,  can 
support  both  sides  of  the  argument. 

KENT  LACEY 
Old  Lyme,  Conn. 

Feeling  Green 

Despite  Mr.  Johnsons  claim  in  "Where 
Industry  Has  Failed  Us"  (Feb.  11,  p.  25), 
GM  has  invested  significant  "brainpower, 
skills  and  capital"  in  fuel-efficient  and 
electrically  driven  vehicles,  including 
advanced  hybrids,  fuel  cell  vehicles  and 
electrically  driven  vehicles  like  the  Chevy 


Volt.  Years  of  engineering  and  develop 
ment  and  billions  of  research  dollars  have 
produced  the  GM  vehicles  you  see  on  the 
road  today  and  the  new  energy-efficient 
vehicles  you  will  see  in  coming  years.  On 
fuel  cells  alone  we  have  spent  more  than 
a  billion  dollars. 

BETH  LOWERY 
Vice  President  of  Environmental, 
Energy  &  Safety  Policy,  GM 
Detroit,  Mich. 

Out  to  Lunch 

I  don't  have  an  issue  with  reps  schmooz- 
ing with  doctors  ("A  Free  Lunch," 
Feb.  25,  p.  26)  if  that  is  what  the  doctors 
want.  What  I  do  have  a  problem  with  is 
this  articles  selection  bias  and  exaggera- 
tion of  the  industry's  virtue.  Numerous 
studies  suggest  that  doctors  are  very 
much  affected  by  the  power  of  sugges- 
tion— and  a  free  lunch.  Is  that  how  we 
want  the  field  of  medicine  to  operate? 

DAVID  J.  WITHINGTONli 
West  Orange,  N.J. 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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www.norilsknickel.ru 


lue  chip. 


hen  it  comes  to  high  technology,  no 
one  is  more  connected  than  Norilsk  Nickel.  From 
the  platinum  used  in  microchips  and  electronics,  to 
the  palladium  used  in  telecommunications,  metals 
mined  by  Norilsk  Nickel  help  us  all  stay  in  touch. 

With  mines  from  Siberia  to  Montana,  Norilsk  Nickel 
is  a  major  producer  of  metals  used  by  a  wide  range 
of  industries  around  the  world. 


NORILSK  NICKEL 

A  Global  Leader  in  Metals  Mining 


Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding." 


J 


Birr! 


BILL  CLINTON  RECENTLY  BROUGHT  UP  THE  IDEA  THAT  WE  MIGHT 
have  to  slow  down  the  U.S.  economy  to  cut  back  on  greenhouse 
emissions  in  order  to  save  the  planet  from  global  warming.  Less 
prosperity  will  be  our  salvation!  Putting  aside  the  former  Presidents 
preposterous  proposition  and  despite 
all  the  concern  over  rising  tempera- 
tures, even  Bill  Clinton's  heated 
|  rhetoric  won't  spare  us  from  a  more 
likely  threat:  abnormally  cold  weather. 

Astonishingly,  a  growing  body  of 
research  has  found  that  changes  in 
sunspot  activity  direcdy  correlate  with 
temperature  changes  on  Earth.  Solar 
cycles  usually  fluctuate  every  1 1  years. 
Alas,  sunspot  activity  has  been  rather 
quiet  recendy.  If  it  doesn't  pick  up  in  a 
couple  of  years  we  could  be  in  for  a  long-term  cooling  the  likes  of 
which  has  not  been  experienced  since  the  so-called  Little  Ice  Age 
more  than  300  years  ago.  That  period  was  marked  by  frigid  bouts 


-  i 

Florida  in  2100? 


of  weather  that  devastated  crops  and  led  to  periodic  famines.  Back 
then,  for  instance,  London's  Thames  River  often  froze,  whereas  today 
that  body  of  water  gets  ice  only  when  it's  spilled  overboard  by  revel- 
ers on  boating  excursions.  And  guess  what?  The  last  big  freeze  came 
after  the  kind  of  sunspot  abnormality  that  may  be  unfolding  now. 

In  contrast,  a  proved 
correlation  between  tem- 
perature changes  and  car- 
bon dioxide  is  almost  non- 
existent Turns  out  that  the 
sun  has  been  quite  active 
in  the  last  half-century  or 
so,  hence  the  slight  rise  in 
global  temperatures. 

Other  factors  in  tem- 
perature changes  include 
changes  in  the  Earth's  axis,  in  ocean  currents  and  in  the  salinity  of 
the  Arctic  Ocean.  Volcanoes  can  also  have  a  dramatic  short-term 
impact  on  temperatures.  But  carbon  dioxide?  No  way. 


A  Frost  Fair  on  the  Thames,  c.1684. 


Hurting  Us 

ALL  OF  WHICH  SHOULD  MAKE  CONGRESS  PAUSE  BEFORE  DOING 
Ireal  economic  damage  in  the  name  of  saving  us  from  Al  Gore's 
! hallucinations.  One  of  the  most  damaging  proposals  is  a  cap- 
land-trade  system  to  limit  greenhouse  gas  emissions.  The  idea  is 
ithat  each  year  the  government  will  mandate  an  overall  amount  of 
:  permissible  emissions.  This  cap  will  gradually  be  reduced,  which, 
I  in  turn,  will  pressure  businesses  to  reduce  their  output  of  green - 
I  louse  gases.  A  company,  such  as  a  utility  plant,  that  cuts  back  its 
ij  emissions  could  sell  its  credits  to  an  outfit  that  wants  to  build  a 
iFacility  that  would  emit  the  gases. 

Apart  from  the  fact  there's  no  proof  carbon  dioxide  has  any  im- 
I  pact  on  global  temperatures,  a  cap-and-trade  system  will  create  an 
H  economic  disaster.  The  government — i.e.,  politics — will  decide  how 
Quotas  are  allocated.  Already  a  bevy  of  companies  like  DuPont  and 
|3uke  Energy  are  proffering  ideas  on  how  to  do  this — ideas  that  just 
Happen  to  have  particular  benefits  for  them.  The  artificial  scarcity 


for  Nothing 

cap-and-trade  creates  will  increase  the  cost  of  energy  and  electric- 
ity, making  U.S.  companies  less  competitive  at  a  time  of  intensify- 
ing global  competition.  The  EU  has  had  a  cap-and-trade  system  since 
2005,  and  it  has  already  boosted  power  prices  between  5%  and  10%. 

Fraud  will  become  a  fact  of  life.  Plants  in  developing  coun- 
tries that  claim  they've  reduced  emissions  are  selling  credits,  but 
in  many  cases  the  reductions  are  fictions. 

Moreover,  a  cap-and-trade  program  doesn't  work.  In  2006 
emissions  in  EU  countries  participating  in  the  cap-and-trade 
program  went  up  while  U.S.  emissions  went  down.  In  other 
words,  free-market  pricing  leads  to  fewer  outputs  of  carbon.  EU 
bureaucrats  are  busily  revising  their  scheme.  It  turns  out  they  set 
their  cap  too  high.  But  revamping  the  project  has  raised  a  storm 
of  protest  from  European  industrialists — they  fear  the  extra  costs 
will  force  them  to  move  facilities  elsewhere. 

Cap-and-trade  is  one  European  import  we  should  do  without. 


This  Move  Deserves  a  Rotten  Egg 


N  TWO  YEARS  STARBUCKS'  STOCK  HAS  FALLEN  BY  HALF,  LEAVING 
hareholders  feeling  as  if  they've  been  drinking  airline  coffee.  The 
nan  who  made  Starbucks  the  phenomenon  it  was  recendy  re-seized 
he  CEO  reins.  Alas,  one  of  Howard  Schultz's  first  major  moves  has 
eft  Starbucks  with  egg  on  its  face. 

Schultz  announced  that  by  the  end  of  September  the  com- 


pany would  discontinue  its  hot  breakfast  sandwiches  made  with 
eggs,  cheeses  and  several  kinds  of  hams  and  bacon.  Ostensibly, 
the  ban  was  made  because  "the  scent  of  the  warmed  sandwiches 
interferes  with  the  coffee  aroma  in  our  stores." 

Thank  goodness  Mr.  Schultz  isn't  a  political  spinner;  his  can- 
didate would  be  sinking  faster  than  Hillary  Clinton  is.  Schultz  will 
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continue  to  serve  warmed  pastries — don't  tell  us  those  have  less  odor. 

The  real  reason  for  the  ban  is  that  a  group  of  haughty,  loud- 
mouthed critics  claimed  the  egg  sandwiches  debased  the 
Starbucks  image,  making  the  brand 
appear  common,  like  Wendy's, 
McDonalds,  Burger  King  or  Dunkin' 
Donuts.  In  other  words,  snobbism 
has  prevailed.  Schultz  fears  the  sand- 
wiches put  Starbucks  in  the  food 
equivalent  of  a  trailer  park. 

Shareholders,  including  this  one, 
hope  the  man  has  better  judgment  in 
other  areas.  Those  sandwiches  are  a 
plus.  They  taste  great  and  are  superior  to  those  found  in,  say, 
Dunkin'  Donuts.  Remarkably,  they're  cheaper,  too.  If  they  slow 
morning  traffic,  it  shouldn't  be  beyond  Starbucks'  capabilities  to 
get  microwaves  that  work  faster.  If  the  profit  margins  aren't  high 
enough,  a  price  raise  could  be  enacted  with  little  resistance. 

Fast-growing  companies  like  Starbucks  always  hit  a  wall  as  their 
once  exciting  formulas  seem  to  go  stale  or  others  vie  to  out-imitate 


their  approach.  Michael  Dell  is  back  at  his  creation  to  haul  it  into  a 
new  era.  McDonald's  was  dead  in  the  water  several  years  ago,  until 
it  added  exciting  new  menu  items  and  made  its  coffee  drinkable. 

(Why  it  and  Burger  King  used  to 
serve  stuff  that  made  dishwater  seem 
haute  cuisine,  this  food  junkster  never 
understood.)  McDonald's  stock  has 
tripled  in  less  than  six  years. 

So,  Mr.  Schultz,  reverse  yourself 
and  keep  those  breakfast  sandwiches. 
Focus  on  ensuring  that  your  facilities 
are  clean  and  your  personnel  are 
properly  trained.  Too  often  they 
seem  to  be  getting  only  cursory  instruction.  (One  test:  They  all 
should  know  what  "breve" — a  term  Starbucks  uses  for  half-and- 
half — means.)  Add  new  pastries  and  sandwiches  and  ever  more 
varieties  of  coffees  and  teas.  Don't  follow  analysts'  advice  to  dras- 
tically cut  back  on  the  number  of  new  facilities — or  if  there  is  a 
slowdown,  don't  make  it  permanent.  Customers  love  the  conven- 
ience of  having  a  Starbucks  anywhere  and  everywhere. 


Readers  Will  Be  Grateful 


Thank  You  Power:  Making  the  Science  of  Gratitude  Work 

for  You — by  Deborah  Norville  (Thomas  Nelson,  $19.99).  A  good 
time  to  start  this  book  is  at  the  airport  when  your  connecting 
flight  has  been  delayed  or  canceled.  Which  is  the  setting  Emmy- 
award-winning  anchor  of  Inside  Edition,  Deborah  Norville,  has 
used  to  kick  off  her  short  yet  powerful  book.  It  will  serve  you  well, 
whether  in  coping  with  the  frictions  of  everyday 
life  or  some  life-shattering  accident  or  tragedy. 
Instead  of  telling  you  to  have  a  positive  attitude, 
Norville  shows  you  how — citing  real-life  examples 
and  scientific  research.  This  book  won't  make  life's 
vicissitudes  go  away,  nor  will  it  give  you  a  Candide- 
like  view  of  the  world.  Instead,  by  harnessing  "the 
power  of  thank  you,"  you'll  start  to  see  the  positive 
parts  of  your  life  more  clearly,  and  you'll  be  better 
able  to  handle  the  unavoidable  setbacks. 


THANK  YOU 
POWER 


Start,  for  example,  "to  jot  down  three  things  that  happened 
today  for  which  you  are  grateful."  This  wee  exercise  "forces  your 
focus  onto  what  went  right  today,  versus  the  inevitable  things  that 
went  wrong.  It  reminds  you  of  the  interconnectedness  of  life.  [It] 
reminds  you  how  much  others  add  to  the  quality  of  your  life."  Lit- 
tle rewards  or  gifts  can  do  wonders  to  focus  one's  mind.  This 
really  hit  me:  Doctors  perform  better  when  given 
little  bags  of  candy!  "I  think  I'll  bake  cookies 
before  my  next  checkup,"  Norville  notes. 

Norville's  book  is  chockablock  with  helpful 
suggestions  that  are  made  all  the  more  plausible 
and  persuasive  by  stories  of  real-life  people  cop- 
ing with  horrific  situations,  including  one  woman 
who  barely  survived  an  attack  by  a  mountain  lion. 
Thank  you,  Deborah  Norville,  for  what  will 
become  an  ever  needed  classic. 


RESTAURANTS:  GO,  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Toloache— 251  West  50th  St.  (Tel.:  212-581-1818).  What  a 
delight  this  new  theater  district  Mexican  restaurant  is.  Lively 
and  buzzing,  the  place  is  welcoming  and  fun.  The  menu  is 
authentic,  sophisticated  and  uniformly  delicious.  Personal 
favorites:  roasted  salmon  served  over  huitlacoche  (Mexican 
mushroom);  beef  short  ribs;  and  mouthwatering,  spicy  corn  on 
the  cob.  Desserts  are  excellent,  especially  the  chocolate  fondue. 

•  Kellari's  Parea--36  East  20th  St.  (Tel.:  212-777-8448).  This  Flat- 
iron  District  restaurant's  space  is  open  and  minimalistically  elegant. 
The  food  is  very  good  and  lends  itself  to  easy  sharing.  There  are 
tasty  dips  to  enjoy  during  cocktails  and  an  assortment  of  simple  Greek 


dishes.  Try  the  zucchini  chips,  crab  dolmades  and  hanger  steak. 

Barbuto— 775  Washington  St.,  at  12th  St.  (Tel.:  212-924-9700). 
This  trendy  West  Side  garage  space  isn't  worth  the  trip.  Some  dishes, 
such  as  the  carbonara  pranzo  and  the  grilled  chicken,  are  as  good 
as  you'll  get  anywhere,  but  others,  such  as  the  potato  pizza  and  the 
braised  Treviso  (a  type  of  radicchio)  salad  with  beets,  are  tasteless. 
•  Candle  79—154  East  79th  St.  (Tel.:  212-537-7179).  A  premier 
destination  for  serious  vegan  and  vegetarian  urbanites  seeking 
something  special.  The  staff  is  enthusiastically  knowledgeable,  the 
fare  beautifully  presented  and  delicious.  Try  the  impressive  vegetable 
paella,  the  wild  mushroom  salad  and  the  wonderful  desserts.  F 
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©2007  Mercedes-Benz  USA,  LLC 


It's  not  just  the  flagship  of  a  company,  but  of  an  entire  industry. 


THE  2008  S-CLASS. 


While  we  don't  claim  to  predict  the  future,  we  can  tell 
you  with  some  degree  of  confidence  what  automakers 
will  be  doing  in  the  years  to  come.  We  say 
this  not  as  a  matter  of  mere  speculation,  but 
from  firsthand  experience. 

For  decades,  the  S-Class  Sedan  has 
been  the  platinum  standard  of  luxury, 
craftsmanship  and  engineering  innovation,  and  the 
inspiration  for  many  of  the  industry's  most  meaningful 
and  important  advancements. 

Yet  its  leadership  role  is  not  merely  a  product  of  its 
unequaled  technological  prowess.  Since  its  inception, 
the  car's  striking  presence  has  been  an  S-Class 
trademark.  The  current  model  is  a  perfect  example- 
subtle  in  design  and  undeniably  commanding  in  scale. 


Yet  this  imposing  automobile  performs  with  agility  and 
grace  that  is  nothing  less  than  breathtaking. 

An  S  550  will  carry  its  occupants  in  luxury 
from  0  to  60  mph  in  just  5.4  seconds*  (An 
AMG  variant  of  the  same  car  will  do  it  in  4.5 
seconds.)  And  on  the  German  autobahn, 
this  car  can  cruise  in  excess  of  135  mph.** 
The  sense  of  complete  serenity  at  these  speeds,  or  any 
speed,  is  yet  another  facet  of  its  flagship  character.  And 
the  one  which  other  makers  find  most  difficult  to  duplicate. 

As  the  2008  S-Class  rolls  out  of  the  factory  in 
Stuttgart,  it  will  undoubtedly  capture  the  hearts  of 
the  pundits.  World  governments,  sports  heroes  and 
business  moguls  will  make  their  purchases.  But  few  will 
pay  closer  attention  than  the  people  who  build  other  cars. 


THE  S-CLASS.  The  sedan  that  set  the  standard  for  advanced  automobile  engineering  and  continues  to  raise  it. 
  Unlike  any  other.   


Mercedes-Benz 

MBUSA.com 


tated  rates  of  acceleration  are  based  on  manufacturer's  track  results  and  may  vary  depending  on  model,  environmental  and  road  surface  conditions,  driving  style,  elevation  and  vehicle  load.  "Please  always  drive 
arefully,  consistent  with  conditions  and  always  obey  local  speed  limits.  S550  shown  in  Black  paint     For  more  information  on  Mercedes-Benz  products,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


Other  Comments 


Nothing  is  so  exhausting  as  indecision,  and  nothing  is  so  futile. 

— BERTRAND  RUSSELL  ' 


Strong,  Stable  Dollar  The  elephant  in  the  living 

room — the  topic  Washington  won't  broach — is  the  dollar  itself 
as  a  powerful  but  unused  monetary  policy  tool.  In  his  recent 
500-page  memoir  former  Fed  Chairman  Alan  Greenspan  barely 
mentions  the  wide  swings  in  the  value  of  the  dollar — probably 
the  most  important  economic  and  investing  variable  in  the  last 
decade — and  their  causal  connection  to  first  deflation  and  now 
inflation. 

The  best  stimulus  policy  is  a  sound  currency 

—DAVID  MALPASS,  chief  economist,  Bear  Stearns, 

Wall  Street  Journal 

Gray  Lady  Greed  When  a  director  of  an  oil  company 
tries  to  make  profits  for  his  shareholders,  he  is  accused  of  "greed." 
When  a  Wal-Mart  director  tries  to  make  profits  for  her  sharehold- 
ers, she  is  lectured  about  being  "tightfisted."  But  when  The  New 
York  Times  Company's  shareholders  start  getting  restless  for  prof- 
its, where  does  Arthur  Sulzberger  Jr.  turn  to  for  "exceptional  indi- 
viduals"? Why,  to  veterans  of  the  boards  of  Wal-Mart  and  Chevron. 
When  it  is  the  Times  that  is  hoping  to  make  the  profits,  somehow 
it  isn't  "greed"  but,  as  Mr.  Sulzberger  put  it,  "skills,  expertise  and 
leadership  qualities."  We  couldn't  have  put  it  better  ourselves. 

— New  York  Sun 

Kyoto  Follies  The  reason  Kyoto  Protocol  signatories  are 
not  reducing  their  emissions  is  that  doing  so  is  proving  to  be  pro- 
hibitively costly.  These  nations  are  learning  the  hard  way  what 
the  Bush  Administration  has  understood  all  along — that 
attempts  to  rapidly  force  down  the  fossil-fuel  use  that  provides 
the  backbone  of  modern  economies  will  be  very  expensive. 

While  inundating  the  public  with  scary  stories  about  global 
warming's  effects,  the  proponents  of  cap-and-trade  have  thus  far 
said  little  about  the  costs  of  combating  the  threat— and  for  good 
reasons.  Kyoto's  provisions  would  have  cost  Americans  hundreds 
of  billions  of  dollars  annually  from  higher  energy  prices,  but 
would,  according  to  proponents,  avert  only  0.07  degrees  Celsius 
of  global  warming  by  2050. 


"How  come  'because'  is  not  an  answer,  but  'because  I  said  so'  is?!" 
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A  European  Environment  Agency  report  found  that  green- 
house-gas emissions  from  motor  vehicles  continue  to  rise  due  to 
increased  driving,  despite  punitively  high  European  gasoline  taxes 
that  push  the  overall  price  well  above  $6  per  gallon.  In  fact,  increased 
vehicle  emissions  are  a  big  part  of  the  reason  most  Western 
European  countries  are  going  to  miss  their  Kyoto  targets.  If  $6  per 
gallon  is  not  high  enough  to  discourage  driving  and  meet  Europe's 
global-warming  targets,  then  what  will  it  take  here?  Americans,  who 
get  angry  enough  over  $3  gas,  will  want  answers  to  this  and  other 
economic  questions  before  they  buy  into  any  climate  policy. 

—BEN  LIEBERMAN,  Heritage  Foundation, 
National  Review  Online 

Domino  Effect  People  who  feel  good  don't  become 
Pollyannas  or  patsies.  Though  they  may  be  more  inclined  to  help 
others,  they  will  only  help  those  who  deserve  it.  If  a  person  or 
cause  is  disliked  or  unlikable,  studies  found  that  people  who  feel 
good  not  only  won't  help,  but  they  are  also  less  likely  than  other 
groups  to  be  pushed  into  helping. 

What  people  with  Thank  You  Power  will  do  is  inspire  those 
around  them  to  do  well.  If  a  leader  ranks  high  on  positive  emo- 
tion, his  team  will  probably  perform  better.  Salespeople  are  more 
helpful  to  their  customers,  more  flexible  and  more  respectful.  So 
make  it  a  point — today — to  make  people  in  your  world  feel  good. 
Say  thank  you  to  someone  you  may  have  taken  for  granted — the 
security  guard  at  your  office  building  or  your  child's  teacher.  Per- 
haps bring  lemonade  to  the  gardener  working  in  the  yard.  Just 
because  someone  is  paid  to  perform  a  service  doesn't  mean  a 
thank  you  shouldn't  come  his  way. 

—DEBORAH  NORVILLE,  Thank  You  Power: 
Making  the  Science  of  Gratitude  Work  for  You 

Mission:  Impossible  "Ever  since  you  started 

X-raying  our  shoes,  I've  been  forced  to  carry  all  my  plastic 
explosives  in  my  pants,  which  I  find  most  inconvenient." 
— Anonymous  poster  on  the  new  TSA  blog,  www.tsa.gov/blog/. 

The  blog  was  intended  to  harness  "the  amount  of  energy 
that's  out  there,  and  our  need  to  get  the  passenger  and  us  on  the 
same  side,"  [said  TSA  Administrator  Kip  Hawley] 

—JOE  SHARKEY, 
New  York  Times 

Bumpy  Ride  U.S.  airlines  in  2007  bumped  passengers 
against  their  wills  from  ticketed  flights  at  the  highest  rate  in  1 1  years. 
The  U.S.'  18  largest  airlines  denied  boarding  to  63,878  passengers, 
or  1.12  per  10,000  passengers,  [according  to  the]  Department  of 
Transportation. 

—BARBARA  DE  LOLLIS  and  BARBARA  HANSEN, 

USA  Today  F< 


SHARP 


It's  more  than  an  MFP.  It's  a  portal  to  effortless  growth. 


The  MX-Series  with  Sharp  OSA™  technology. 

The  MX-Series  is  your  portal  to  a  world  of  information.  Now  you  can  retrieve  documents  from 
your  network  and  search  the  Internet  right  from  the  MFP,  thanks  to  the  revolutionary  Sharp 
OSA  technology.  Sharp  OSA  enabled  MFPs  customize  to  the  way  you  work,  so  they  grow 
with  your  business.  No  wonder  Sharp  MFPs  won  BLI's  "Color  Copier  Line  of  the  Year"  and 
"IT-friendly" award  in  2006.  The  MX-Series  is  more  than  a  multifunction  product,  it's  a  multifunction 
portal.  To  learn  how  Sharp  MFPs  can  improve  your  productivity,  visit  sharpusa.com/documents 
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Eni  announces  the  winners  of  the  2008  Eni  Award,  aimed  to  promote 
Research  and  Technology  Innovation  in  the  field  of  energy  and  its  conversion, 
with  particular  focus  on  renewable  sources. 

Arthur  J.  Nozik  and  Stefan  W.  Glunz 

FOR  THE  SCIENCE  AND  TECHNOLOGY  PRIZE 

J.  Craig  Venter 

FOR  THE  RESEARCH  AND  ENVIRONMENT  PRIZE 

Silvia  Cereda  and  Gian  Luca  Chiarello 
FOR  THE  DEBUT  IN  RESEARCH  PRIZES 


Eni  wishes  to  thank  all  the  scientists  and  researchers  who  took  part  in 
the  initiative,  and  announces  that  registration  for  the 

2009  Eni  Award 
is  now  open.  Enrolment  deadline:  10  October  2008 


For  more  information  concerning  the  Eni  Award  and  enrolment  method, 
please  visit  www.eni.it  or  contact  the  Eni  Award  scientific  office: 
Fondazione  Eni  Enrico  Mattei 
Corso  Magenta,  63 
20123  Milano 

Tel:  +39  02  52036934  /  +39  02  52036964 
Fax:  +39  02  52036946 
E-mail:  eniaward@feem.it 


Eni  strategies  in  the  energy  field  focus  on  technological  innovation  and 
cutting  edge  research.  The  Eni  Award  fosters,  supports  and  rewards 
these  efforts.  Eni  has  been  included  in  the  leading  sustainability 
indexes,  namely  the  Dow  Jones  Sustainability  Index,  the  FTSE4Good 

Index  and  the  CDP5  Climate  Disclosure  Leadership  Index. 

www.eni.it 


Current  Events 


By  Paul  Johnson 


Impatience  +  Greed  =  Trouble 


WHEN  MARKETS  ENTER  A  PERIOD  OF  TURBULENCE  OBSERVERS 
moralize  about  the  frailties  of  human  nature  that  are  responsible 
for  the  upset.  This  ignores  the  fact  that  markets  require  correc- 
tions, even  violent  ones,  from  time  to  time.  They  themselves 
reflect  human  nature  and  must,  over  a  period,  hold  the  balance 
between  optimism  and  pessimism. 

All  the  same,  markets  are  determined  by  moral  strengths  and 
weaknesses,  and  it  is  useful  to  identify  what  those  are  at  each 
major  episode.  The  state  of  the  present  market  is  the  conse- 
quence of  undue  impatience  combined  with  excessive  greed. 

Impatience  led  many  thousands  of  ordinary  people  to  seek  to 
acquire  properties  of  much  higher  value  than  their  savings  justi- 
fied. They  thus  sought  to  borrow  collectively  immense  sums  that 
khey  could  not  hope  to  repay  for  many  years— and,  in  some 
cases,  ever.  As  a  rule,  this  would  not  be  a  problem;  banks  and 
pther  loan  agencies  should  simply  have  turned  down  such  bor- 
rowers. The  borrowers  would  then  have  had  to  contain  their 
impatience  until  their  savings  accumulated  to  a  level  at  which 
[they  could  borrow  prudently. 

Unfortunately,  impatience  coincided  with  excessive  greed  on 
the  part  of  a  number  of  bankers.  Many  of  the  worlds  top  bankers 
[lead  highly  competitive,  high-spending  lifestyles  and  are  tempted 
to  increase  turnover — thus  increasing  their  salaries  and 
[bonuses — through  generous  lending.  The  consequences  of  this 
behavior  could  be  catastrophic. 

Is  More  Legislation  Needed? 

Certainly  not.  All  powerful  human  impulses  are  constructive  as 
[well  as  destructive.  Impatience  is  an  interesting  case  in  point.  The 
(desire  to  get  on,  not  slowly  and  patiently,  but  to  get  whatever  it  is 
pne  wants  and  have  it  now  is  a  form  of  human  eagerness  that  cre- 
ates dynamism.  If  all  people  were  models  of  patience,  content  with 
their  lot  and  not  eager  for  change,  wed  still  be  living  in  primitive 
hunter-gatherer  societies.  Economic  progress  is  created  when  vig- 
orous impatience  is  combined  with  existing  ways  of  doing  things. 

All  periods  of  rapid  advance,  such  as  the  Renaissance  and  the 
:  ndustrial  Revolution,  have  been  marked  by  impatience.  Thomas 
jidison  was  a  notoriously  impatient  man,  as  was  James  Watt,  who 
tereatly  improved  the  Newcomen  steam  engine  by  adding  a  sepa- 
rate condenser.  Some  of  the  most  useful  inventions  are  symbols 
of  furious  impatience:  The  zipper  grew  out  of  an  impatience  with 
buttons;  safety  razors,  with  the  old  cutthroat  razors. 

Without  impatience  bankers  would  just  be  static  strongboxes 


for  storing  cash.  There's  nothing  wrong  with  the  vast  majority  of 
ordinary  people  being  impatient  to  have  better  houses.  Impa- 
tience becomes  dangerous  only  when  it  parts  company  with  real- 
ity. People  who  borrow  money  in  amounts  they  cannot  reason- 
ably hope  to  repay  in  their  lifetimes  are  dangerous  to  the  whole 
principle  of  credit— and  should  be  disciplined  by  the  banks. 

This,  of  course,  is  where  greed  on  the  part  of  the  bankers — 
encouraging  excessive  impatience — turns  a  dynamic  force  into  a  highly 
destructive  one.  Indeed,  it's  hard  to  think  of  a  more  dangerous  com- 
bination than  an  overimpatient  borrower  and  a  too  greedy  lender. 

Agent  for  Growth  and  Progress 

Notice  I  write  of  "too  greedy."  I  risk  censure  by  the  absolute 
moralists  by  pointing  out  that  greed,  in  an  economic  sense,  is  not 
necessarily  or  always  evil  and  harmful.  Economic  growth  is  not 
possible  without  a  certain  amount — usually  a  great  deal — of 
greed,  any  more  than  it's  possible  without  impatience.  Greed  is 
merely  a  harsh  word  for  what,  in  objective  terms,  we  call  the 
acquisitive  instinct.  This  desire  to  amass  quantities  of  money  or 
goods  lies  at  the  heart  of  capitalism  and,  thus,  at  the  heart  of  any 
expanding  economy.  Acquisition  is  beneficial  so  long  as  what  is 
acquired  is  put  to  constructive  use  and  not  just  hoarded. 

All  energetic  men  and  women  are  greedy  to  some  extent. 
Expending  their  energies  on  systematic  acquisition  is  one  way  of 
preventing  the  energy  from  going  into  more  nefarious  activities. 
As  Samuel  Johnson  put  it:  "There  are  few  ways  in  which  a  man 
can  be  more  innocently  employed  than  in  getting  [i.e.,  accumulat- 
ing] money."  Keynes  put  it  another  way:  "It  is  better  that  a  man 
should  tyrannize  over  his  bank  balance  than  over  his  fellow- 
citizens."  What's  important  is  that  the  greed  be  combined  with  the 
desire  to  render  a  service  or  supply  useful  products  to  society. 
Capitalism  is  the  most  reliable  source  of  modern  progress  pre- 
cisely because  when  it  functions  at  its  best  it  combines  the  realism 
of  acquisition  (or  greed)  with  the  idealism  of  serving  the  public. 

So  let's  not  despise  impatience  and  greed.  Some  measure  of  both 
is  necessary  for  the  economic  system  to  function  well  and  for 
progress  to  advance.  What  we  must  beware  of  is  unrestrained  impa- 
tience and  excessive  greed — each  fueling  the  other.  At  the  center  of 
any  financial  system  there  have  to  be  powerful  individuals  and  bod- 
ies that  can  detect  these  excesses  and  take  action  to  control  them. 

That's  the  job  of  those  who  run  the  reserve  banks.  They  must 
be  moralists  as  well  as  financiers — able  to  smell  the  sin  of  intem- 
perance, to  come  down  hard  on  it  and  in  time.  F 
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Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Ernesto  Zedillo,  director, 

Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  and  David  Malpass,  chief  economist,  Bear,  Stearns  &  Co.  Inc., 

rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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The  automatic  choice  for  your  IRA  or  401  (k) 


4  million  investors 
choose  Freedom  Funds 
for  their  retirement. 


For  more  than  11  years,  Fidelity  Freedom  Funds*  have  helped  simplify  investing  for  retirement.  Just  pick  the 
fund  with  the  target  date  that's  closest  to  when  you  plan  to  retire  —  our  seasoned  pros  will  do  the  rest. 


How  a  Freedom  Fund  works 

The  investment  mix  within  each  of  our  1 2  Freedom  Funds  automatically  rebalances  over  time.  You  never 
have  to  worry  about  what  to  buy  or  sell,  or  when  to  adjust  your  holdings. 

Fidelity  Freedom  2035  Fund"'  automatically  changes  over  time 


|  Domestic  Equity 

International  Equity 

|  Investment-Grade 
Fixed  Income 

§  High-Yield  Fixed  Income 

I  Short-Term 


Fund  mix  in 
the  year  2007 


Fund  mix  in 
the  year  2017 


Fund  mix  in 
the  year  2027 


Fund  mix  in 
the  year  2035 


Chart  allocation  percentages  may  not  add  up  to  100%  due  to  rounding  and/or  cash  balances.  Based  on  most  recent  fund  prospectus  and 

may  be  subject  to  change. 

Performance  of  the  Freedom  Funds  depends  on  that  of  their  underlying  Fidelity  funds.  These  funds  are  subject  to  the  volatility 
of  the  financial  markets  in  the  U.S.  and  abroad,  and  may  be  subject  to  the  additional  risks  associated  with  investing  in  high-yield, 

small-cap,  and  foreign  securities. 

Asset  allocation  does  not  ensure  a  profit  or  guarantee  against  a  loss. 


To  select  your  Freedom  Fund, 
visit  Fidelity.com/smart,  call 
866.458.9828  or  check  your  401  (k). 


Smart  movei 


Before  investing,  consider  the  fund's  investment  objectives,  risks,  charges,  and  expenses.  Contact  Fidelity  for  a 
prospectus  containing  this  information.  Read  it  carefully. 

Fidelity  Freedom  Funds'-"  are  managed  by  Strategic  Advisers,  Inc.,  a  subsidiary  of  FMR  LLC. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  4814( 


Digital  Rules 

By  Rich  Karlgaard,  Publisher 


Four  Wrong  Reasons  for  Pessimism 


IF  YOU  THINK  A  U.S.  RECESSION  IS  HERE  OR  IMMINENT,  YOU'RE 
in  good  company.  Most  Intrade  bettors  believe  this  and  probably 
99%  of  journalists  and  all  Democratic  office  seekers  do,  too.  We'll 
soon  see.  For  now,  I  still  say  the  2008  U.S.  recession  is  oversold. 
Why  the  widespread  recession  fear  when  unemployment  is  low, 
interest  rates  are  low  and  the  Fed  is  on  the  case? 

I  submit  there  are  four  false  reasons  behind  the  unnecessarily 
grim  outlook  for  the  economy.  All  of  them  get  a  lot  of  attention. 
But  they  can  be  safely  dismissed. 

President  Bush's  unpopularity.  George  W.  Bush  is  stuck  with  a 
30%  approval  rating.  It's  nearly  impossible  to  see  what  might  lift 
Bush's  rating  during  the  1 1  months  remaining  in  his  presidency. 
Seventy  percent  disapprove  of  the  Bush  presidency  (or  are  unde- 
cided) and,  amazingly  enough,  that's  the  same  percentage  as 
those  who  say  America  is  on  the  wrong  economic  track.  Does 
that  too  tight  correlation  make  you  suspicious?  It  should.  When 
asked  about  their  own  individual  economic  prospects,  half  of 
Americans  say  they  feel  positive  about  the  future.  About  their 
Hives,  84%  say  they  are  satisfied.  So  which  numbers  should  you 
[believe — the  70%  who  say  the  whole  country  is  on  the  wrong 
track,  the  50%  who  are  rosy  about  their  own  economic  futures  or 
the  84%  who  report  themselves  satisfied? 

I  think  the  50%  and  84%  are  more  telling  figures.  The  70% 
who  say  the  country  is  on  the  wrong  economic  track  are  merely 
expressing  their  Bush  fatigue. 

Presidential  election  year.  This  is  the  most  compelling  presiden- 
ial  primary  season  in  memory.  By  far  the  superior  drama  is  the 
i  Democratic  race  . . .  and  it  is  going  down  to  the  wire.  The  press 
coverage  is  huge.  Both  Democratic  candidates  describe  the  U.S. 
economy  as  in  terrible  shape. 

If  you  belong  to  the  out  party — this  year,  the  Democrats — 
\rour  gambit  is  always  to  say  the  economy  is  in  bad  shape.  You 
ieed  a  justification  for  change.  In  1992  Bill  Clinton's  campaign 
■logan  was:  It's  the  economy,  stupid.  In  1980  Ronald  Reagan 
isked  Americans  if  they  were  better  off  than  they  had  been  four 
:i'ears  earlier.  The  out  party  will  always  justify  its  challenge  on  the 
oasis  of  a  weak  economy. 

This  year  the  out  party,  the  Democrats,  is  giving  us  more 
ilrama,  which  gets  more  attention  in  the  press.  Thus,  their  nega- 
tive economic  outlook  gets  more  attention. 
Business  press  incompetence  and  fear.  Want  to  know  the  truth 
{.bout  business  journalists?  Most  of  us  are  failed  sportswriters. 
fhere  are  exceptions,  and  a  good  many  are  found  between  these 
pages  and  at  Forbes.com.  Think  about  what  it  takes  to  be  a  first  - 
,ate  business  journalist.  One  must  be  facile  with  numbers  and 
iinancial  statements  and  have  the  confidence  to  talk  to  CEOs, 


high-level  executives,  board  members,  analysts  and  so  forth.  One 
must  delve  deeply  into  the  industry  one  writes  about — what  is 
the  competitive  landscape,  what  are  the  technological  disruptions 
on  the  road  ahead?  It  is  also  critical  that  one  have  a  coherent 
global  economic  view  to  be  able  to  put  a  story  into  context.  And 
one  must  be  a  good  storyteller. 

Now,  if  one  possesses  all  of  these  talents,  what  are  the 
chances  one  goes  into  the  low-paying  field  of  journalism?  Not 
great.  One  instead  becomes  a  Wall  Street  analyst,  a  Booz  Allen 
consultant  or  just  goes  into  business,  perhaps  to  raise  money 
and  start  a  company.  Low-paying  journalism  can't  compete  for 
pick  of  the  litter.  (Unless  it's  FORBES,  where  journalists  flock  to 
a  higher  moral  purpose!) 

The  thin  talent  pool  in  business  journalism  combines  with 
two  other  forces:  Journalism  is  populated  by  left-of-center 
people,  many  of  whom  are  hostile  to  business;  and  traditional 
journalism  itself  faces  threats  of  disruption  from  the  Internet, 
leaving  business  journalists  in  a  fearful  mood,  which  gets  pro- 
jected into  their  stories. 

Trouble  with  numbers.  When  reading  about  any  business 
problem  or  challenge,  how  often  do  you  see  the  problem  stated 
in  relative  terms?  For  example,  what  dampens  spirits  today?  The 
subprime  mortgage  mess.  How  big  a  problem  is  this?  No  one 
really  knows,  but  so  far  banks  have  written  off  about  $150  billion 
in  bad  loans.  Now,  $150  billion  sounds  huge.  But  it  is  only  1%  of 
Americas  annual  GDP.  It  is  also  less  than  1%  of  the  market  cap- 
italization of  U.S.  stocks.  In  any  typically  volatile  trading  day  U.S. 
stocks  gain  or  lose  $150  billion  every  hour.  How  often  does  one 
hear  that? 

"Surely  that  $150  billion  will  grow,"  you  say.  No  doubt.  Let's 
say  the  amount  of  bad  paper  doubles  or  triples.  Would  that  finally 
bring  the  U.S.  economy  to  its  knees?  I  don't  think  so.  The  nearest 
historical  comparison  we  have  is  the  savings-and-loan  crisis  of 
1986-95.  On  a  constant  dollar  basis — so  we  can  compare  apples 
with  apples — the  S&L  crisis  saw  $700  billion  in  bad  loans.  Nearly 
five  times  as  much  as  we've  seen  in  the  subprime  mess  so  far. 

The  S&L  crisis  caused  some  damage,  to  be  sure.  But  during 
the  1986-95  period  the  US.  economy  grew  and  stocks  went  up. 
We  survived  stock  shocks  in  1987  and  1989  and  a  mild  recession 
in  1990.  The  country  did  not  collapse  into  a  1930s-like  depression. 

The  financier  George  Soros  calls  today's  credit  crunch  the 
worst  global  financial  crisis  since  World  War  II.  He's  wrong.  See 
the  second  reason  for  the  explanation.  F 
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Remake  Of 
Con  Air? 

The  Internal  Revenue  Service 
says  movie  star  Nicolas  Cage  used 
a  company  he  owns  to  wrongly 
write  off  $3.3  million  in  personal 
expenses,  including  limos,  meals, 
gifts,  travel  and  his  Gulfstream 
11 59 A  turbojet.  In  just  filed  U.S. 
Tax  Court  lawsuits,  the  44-year-old  actor— using  his  legal  name 
of  Nicolas  Coppola — is  disputing  a  personal  IRS  bill  for  $814,000 
in  taxes  and  penalties  from  2002  to  2004,  while  his  Saturn  Pro- 
ductions of  Los  Angeles  is  fighting  a  demand  for  $988,000.  The 
feds  hit  Cage  both  ways — denying  Saturn  a  deduction  for  the 
disputed  expenses  while  taxing  Cage  individually  on  the  perks  as 
salary  and  "constructive  dividends." 

Cage's  business  manager,  Samuel  J.  Levin,  says  in  an  e-mail  that 
the  expenses  were  proper  as  "customary  in  the  entertainment 
industry"  and  were  partly  based  on  the  actors  "security  needs." 

The  filings  for  Cage,  who  won  a  1995  Oscar  for  Leaving  Las 
Vegas  but  hasn't  made  the  Forbes  Celebrity  100  since  2001,  suggest 
the  sharp  financial  ups  and  downs  of  his  recent  career.  In  2003  he 
reported  $430,000  in  taxable  income  (which  the  IRS  boosted  to 
$1.9  million).  But  in  2004,  when  Cage  starred  in  National  Treasure, 
he  listed  taxable  income  of  $17  million  ($18.5  million  in  the  IRS  view). 

That  year's  tax  paperwork  also  hints  at  his  rich  and  famous 
lifestyle,  which  now  reportedly  includes  a  European  castle  and  a 
25,000-square-foot  Rhode  Island  mansion.  Cage  listed  $185,000 
in  employment  taxes  just  for  household  help  while  the  IRS  nixed 
upward  of  $500,000  in  costs  for  the  jet.  — Janet  Novack 

Another  Oil  &  Web  Firm 

In  seven  months  split-adjusted  shares  of  Calgary's  Tamm  Oil  & 
Gas  have  risen  23,000%  to  a  recent  $2.30  (U.S.),  producing  a 
$210  million  market  cap.  That's  3,300  times  latest  book  value. 
Filings  list  no  revenue,  a  going-concern  warning  and  only 
$74,000  in  cash.  Tamm  began  in  2005  as  Hola  Communications 


Nicolas  Cage  (left)  and  his  disallowed  tax  deduction  (above). 


Do-Somewhat-Gooders 

The  Fund  for  Public  Interest  Research  sends  out  an  army 
of  college  kids  to  bang  on  doors  and  raise  money  for 
causes,  especially  the  anticorporate  crusades  of  the  Public 
Interest  Research  Group.  (In  its  early  days  PIRG  was  closely 
associated  with  Ralph  Nader.)  Whoops.  It  seems  there  is 
some  question  whether  these  young  idealists  were 
shortchanged  on  pay.  A  San  Francisco  federal  judge  has 
tentatively  okayed  a  class  action  alleging  minimum  wage 
and  overtime  violations  by  the  Boston  operation.  The 
lawsuit  asserts  that  the  fund  wrongly  classified  many  of  its 
student  workers  as  "outside  salesmen,"  with  lesser  wage- 
law  rights.  The  nonprofit  (latest  yearly  fundraising:  $22  mil- 
lion) denies  it  violated  the  law.  — W.P.B. 


in  San  Diego.  But  after  unsuccessful  efforts  to  provide  wireles; 
Internet  access  in  Mexico,  it  morphed  via  a  reverse  merger  intc 
its  current  name  and  a  north-of-the-border  strategy  of  exploring 
the  competitive  Peace  River  oil  sands  region  of  Alberta.  Mud 
of  the  stock  is  owned  by  shareholders  of  Deep  Well  Oil  &  Gas 
whose  own  shares  have  fallen  75%  since  this  page  profiled  th« 
firm  in  2006.  Tamm's  new  president,  Wiktor  Musial,  comes  fron 
Paradigm  Oil  &  Gas,  where  shares  dropped  95%  on  his  two-yea: 
watch.  Tamm's  Web  home  page  sports  a  big  color  picture  of ; 
pipeline — someone  else's.  — William  P.  Barret 


Now  They  Tell  Us 


Aladdin  Capital  Management  LLC,  a  big  Stamford,  Conn,  financia 
services  firm,  is  among  those  who  peddled  investments  that  late 
defaulted  or  were  downgraded  under  pressure  from  declining  col 
lateral  values  amid  the  ongoing  derivatives  crisis.  On  Aladdih 
Web  home  page,  the  link  for  "risk  management"  led  at  press  tim 
to  a  window  that  says  "Under  Construction."      — Neil  Weinber 


len  Tuition  Rises  Faster  Than  Inflation 

The  overall  economy  hasn't  much  hurt  noted  private  colleges,  recent  bond-rating  shifts  hint. — W.P.B. 


INSTITUTION 

CHANGE 

STATED  REASONS  INCLUDE  ... 

Haverford  College 

doubling  of  financial  resources  in  4  years 

Lehigh  University 

▲ 

operating  surplus  for  3  years,  major  fundraising  j 

Skidmore  College 

▲ 

17%  operating  surplus,  strengthened  market  position  M 

Syracuse  University 

▲ 

24%  rise  in  per-student  net  tuition  since  2003  m 

University  of  Cincinnati 

T 

expectations  of  continued  deficits  and  thin  cash  flow 

Wellesley  College 

▲ 

23%  endowment  return,  big  fundraising 

Williams  College 

A 

selective  acceptance,  $930,000  endowment  per  student 

Sources.  Moody  s  /■          Service;  Standard  &  Poor's. 
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On  My  Mind 


By  M.  Todd  Henderson  and  Anup  Malani,  professors  at  the  University  of  Chicago  Law  School. 


Capitalism  2.0 


Do  corporations  exist  solely  to  maximize  their  bottom  lines?  We  don't  think  so 


Shareholders  like  it  when  companies 
 devote  resources  to  charity.  


WHEN  bill  gates  suggest- 
ed  recently  that  corporations 
should  sacrifice  profits  to  the 
public  welfare,  practicing  what 
he  called  "creative  capitalism," 
he  wasn't  the  first  robber 
baron  with  the  idea.  Henry 
Ford  made  a  similar  proposal 
in  1916,  but  he  was  defeated 
in  court  by  shareholders  who 
preferred  he  simply  issue 
dividends. 

The  countervailing  view, 
famously  expounded  by 
Milton  Friedman,  is  that  the 
only  responsibility  of  business 
is  to  increase  profits.  This  view 
is  popular  among  corporate 
chiefs,  which  may  explain 
the  tepid  response  to  Gates' 
proposal  in  the  business  community. 

But  if  Friedman  were  alive  today  and  paying  attention  to 
what  shareholders  and  consumers  wanted,  he  might  well  support 
corporate  efforts  to  make  the  world  a  better  place.  Corporations 
that  treat  the  public  and  the  environment  responsibly  do  more 
than  enhance  their  reputations,  a  goal  that  even  a  narrowly  self- 
interested  capitalist  can  endorse.  They  also  provide  value  to  their 
owners  and  customers,  who  may  find  that  corporations  can  do  a 
better  job  of  distributing  charity  than  they  can. 

The  classical  economic  analysis  of  the  corporation  assumes  that 
shareholders  are  interested  only  in  maximizing  the  present  value 
of  their  dividend  streams.  That  this  is  an  imperfect  description  of 
the  real  world  can  be  found  in  the  popularity  of  socially  responsi- 
ble investment  funds,  which  avoid  companies  that,  for  example, 
invest  in  Sudan  or  produce  tobacco.  In  2005  these  funds  had 
$2.3  trillion  in  assets,  10%  of  all  U.S.  assets  under  management.  These 
funds  average  a  return  35  basis  points  less  than  comparable 
nonfutered  funds,  meaning  that  investors  put  a  value  of  at  least 
$84  billion  per  year  on  steering  capital  to  firms  that  do  good. 
Companies  are  responding.  More  than  half  of  the  largest  500  com- 
panies in  the  U.S.  publish  social  responsibility  reports  for  investors. 

Customers  are  also  demanding  products  that  show  a  commitment 
to  the  public  welfare.  About  10%  of  new  product  introductions  are 
environmentally  sensitive — green  lightbulbs  and  cars,  for  example.  The 
global  market  for  "fair  trade"  products,  made  by  workers  paid  above 


the  going  wage  in  poor  nations, 
is  nearly  $2  billion  and  grow 
ing.  Toyota  has  sold  510.00C 
Prius  hybrids  in  the  U.S.  al 
an  average  premium  of  aboul 
$7,000  over  nonhybrid  car 
with  comparable  features. 

Overcompliance  with 
environmental  laws  is  one  wa> 
big  corporations  contribute  tc 
society.  Firms  like  General 
Electric  and  Ford  have  made 
public  commitments  of  severa! 
billion  dollars  each  to  reduce 
emissions  beyond  what  the 
laws  require.  Firms  spend  al 
least  $30  billion  per  year  on  this 
form  of  charity. 

Starbucks  pays  Ethiopian 
coffee  farmers  a  75%  premiurr 
over  market  prices,  believing  this  is  better  than  passing  out  the  equiv- 
alent in  welfare.  Pfizer  is  spending  $570  million  to  develop  and  delivei 
treatment  in  the  Third  World  for  fungal  infections  caused  by  AIDS.  Tbi' 
outlay  won't  be  recovered  in  product  sales. 

Add  it  all  up.  Shareholders  and  consumers  together  inves 
several  hundred  billion  dollars  annually  in  social  responsibility 
in  the  form  of  higher  prices  or  lower  dividends.  They  donats 
$220  billion  to  nonprofits. 

There  is  a  tax  efficiency  to  corporate  giving.  Both  Pfizer  ane 
its  shareholders  lower  their  taxable  income  when  the  compam 
donates  Diflucan  to  Africa.  If  Pfizer  instead  maximized  its  prof 
its,  paid  corporate  income  tax  and  then  let  shareholders  mak« 
charitable  donations  to  treat  AIDS-related  diseases  out  of  thei: 
dividend  checks,  the  money  available  for  charity  would  b« 
reduced,  given  the  current  35%  corporate  income  tax. 

Consumer  charity  is  inefficient  under  our  present  tax  code.  I 
you  pay  $15  for  a  pound' of  fair-trade  coffee  instead  of  $10  fo: 
regular  coffee,  you  can't  claim  a  deduction  for  the  $5  difference 
The  additional  cost  is  a  nondeductible  donation. 

We  think  the  tax  law  should  be  changed  to  equalize  th< 
deduction  shareholders  get  for  corporate  and  personal  contribu 
tions.  Individuals  should  also  be  allowed  to  deduct  donation; 
embedded  in  consumer  products.  Firms  are  increasingly  doinj 
good  because  shareholders  and  consumers  want  them  to,  anc 
taxes  should  not  favor  one  form  of  doing  good  over  another, 
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LAN  A  PICKUP 

BIVE  2,000  PEOPLE  A  LIFT? 


WHY  NOT? 


It's  a  question  that  keeps  us  thinking  at  Toyota.  It's  also  the 
inspiration  behind  our  belief  in  building  automobiles  where 
ople  drive  them*  One  example:  the  new  Toyota  Tundra  plant  in  San  Antonio,  TX.  It  not  only 
iploys  2,000  people  but  will  also  inject  thousands  of  other  new  jobs  into  the  area.  It's  something 
it  happens  around  all  of  our  operations  across  America.  And  can  give  a  lift  to  an  entire  community, 
learn  more,  visit  toyota.com/whynot 


TOYOTA 

moving  forward 


Follow-Through 


Taik  is  cheap:  Ericsson 
Chief  Executive 
Officer  Carl-Henric 
Svanberg. 


NOVEMBER  29,  2004 

Dropped  Calls 

We  said  Swedish  telecom  giant  Erics- 
son was  on  the  upswing,  with  Chief 
Carl-Henric  Svanberg  poised  to  tap  a 
billion  new  mobile  phone  customers 
in  the  developing  world.  It  turns  out 
it's  not  so  easy  to  do  business  in 
Bangladesh,  Thailand  and  Pakistan. 
Building  networks  there  is  a  low- 
margin  business,  and  political  unrest 
has  battered  sales.  In  Pakistan,  for 
example,  sales  tumbled  40%  last  year. 
Another  persistent  problem  for  the 
world's  largest  maker  of  mobile  phone 
network  equipment:  the  falling  green- 
back. Half  of  the  company's  sales  are 
tied  to  the  dollar.  Ericsson's  fourth- 
quarter  profit  sank  42%  to  $878  mil- 
lion. Its  stock  has  slid  from  $33  when 
our  story  ran  to  a  recent  $22.  In 
February  the  company  announced  it  would  delete  4,000  jobs 
worldwide,  a  cut  of  5.4%.  — Matthew  Craft 

MARCH  12,  2007 

What's  to  Hide? 

When  we  were  putting  together  our  story  on  North  Carolina 
Treasurer  Richard  Moore's  campaign  contributions,  Moore 
wasn't  exactly  cooperative.  We  detailed  how  he  had  racked  up 
donations  from  the  same  investment  managers  he'd  hired  to 
handle  state  pension  funds.  He  even  took  funds  from  a  law  firm 
he  retained  to  respond  to  FORBES'  requests.  The  state's  public 
employees  union  spent  nearly  a  year  seeking  information  to 
clarify  the  points  raised  in  our  story  but  says  Moore  dragged 
his  feet.  In  February  the  union  filed  suit  in  an  effort  to  get  Moore 
to  turn  over  all  the  requested  documents.  Moore,  who  is  now 
running  for  governor,  had  his  office  put  out  a  statement  that 
says  he  complied  with  the  public  records  law.  —  Neil  Weinberg 

NOVEMBER  12,  2007 

Did  We  Say  $60? 

The  slippery  slope  we  predicted  for  oil  prices  has  proved  sur- 
prisingly sticky  so  far.  Houston  oil  forecaster  George  Littell 
maintained  then  that  a  production  miscalculation  by  Saudi 
Arabia  would  drive  prices  down  soon.  Alas,  crude  briefly  surged 
above  $100  a  barrel  for  the  first  time  in  history  on  Jan.  2,  amid 
rising  geopolitical  tensions,  and  has  bounced  around  $90  since 
then.  Littell  is  sticking  to  his  prediction,  though  for  different 
reasons.  He  thinks  the  recession  will  eventually  drag  down 
prices.  The  longer  it  takes  for  prices  to  fall,  Littell  says,  "the 
more  spectacular  the  adjustment  will  be."        —Daniel  Fisher 


JANUARY  7,  2008 

$125  Million  Catch 

ASA  International,  the  Bangladeshi 
microfinance  organization  that  was 
number  one  on  our  list  of  the  top  50 
microfinance  institutions,  just  bagged 
the  world's  largest  ever  capital  infusion 
to  a  microlender.  In  February  ASA  got 
a  $125  million  investment  to  expand 
programs  in  China  and  Indonesia.  The 
money  came  through  Catalyst  Micro- 
finance  Investors,  a  private  equity  fund 
partially  managed  by  ASA.  Investors 
include  U.S.  financial  services  provider 
and  pension  manager  TIAA-CREF  and 
Dutch  pension  fund  ABP. 

— Matthew  Swibel 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  |  MARCH  3,  1923 

Regulation  Revolution  There  has  been  a  veritable 

mania  throughout  this  country  for  legislation  and  regula- 
tions aimed  at  different  industries,  groups,  organizations, 
etc.  Taxpayers  are  going  to  assert  themselves  and  override 
the  debilitating  schemes  of  politicians  interested  in  creating 
more  and  still  more  soft  berths  for  themselves  and  their 
hangers-on. 


30  YEARS  AGO  IN  FORBES  |  OCTOBER  16,  1978 

Headaches  for  Rio  Tinto  In  the  comfortable  ele- 
gance of  Rio  Tinto-Zinc's  headquarters  in  London  you  get  the 
feeling  the  executives  of  this  mining  giant  have  nothing 
more  pressing  to  worry  about  than  whether  to  lunch  at 
nearby  Brooks's  Club  or  at  Boodle's.  But  the  serene,  deep-pile  h 
ambience  is  deceptive.  RTZ  is  a  well-run  company  beset  by 
problems.  In  the  U.S.  Westinghouse  is  suing  RTZ  and  29  other  ■ 
companies  for  $6  billion,  on  the  grounds  that  they  are  run- 
ning a  price-fixing  cartel  in  uranium  of  which  RTZ  is  suspected 
of  being  the  principal  architect. 

15  YEARS  AGO  IN  FORBES  |  OCTOBER  11, 1993 

Who  Is  Bill  Lerach?  William  Lerach,  a  pugnacious  47- 
year-old  lawyer  with  a  big  ego  makes  his  living — a  very  com- 
fortable one — suing  public  corporations  and  their  officers, 
directors,  accountants  and  underwriters  when  a  stock  price 
collapses.  Victory  brings  him  and  any  other  law  firms  aligned 
with  him  fees  and  expenses  totaling  33%  or  so  of  the  settle- 
ment— and  most  cases  are  settled.  What's  left  goes  to 
investors  who  bought  when  the  stock  price  was  high.  ' 

Lerach  was  just  sentenced  to  two  years  in  prison  for  his  role 
in  an  alleged  kickback  scheme.  fc 

m 
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Crystal  McCrary  Anthony 

Author,  TV/ Film  Producer  &  TV  Commentator 


Ask  Crystal  McCrary  Anthony 


le  Loves  Her  Blacl 


"I'm  a  mother,  a  novelist,  a  producer,  and  a  TV  commentator.  Whether  I'm  reading  an  email  from  my 
children's  school  about  a  snow  day,  or  sending  comments  on  a  script  to  my  producing  partner,  my 
BlackBerry®  smartphone  keeps  me  in  touch  and  on  track.  For  social  events,  I  make  sure  my  evening 
bag  can  at  least  carry  my  BlackBerry.  I  use  it  to  capture  phrases,  gestures  and  settings  for  my  novels. 
If  I'm  debating  with  friends,  I  can  settle  it  by  looking  up  an  answer  with  the  web  browser.  It  just  puts 
everything  in  my  life  at  my  fingertips." 

Find  out  why  people  love  BlackBerry,  or  tell  us  why  you  love  yours,  atwww.blackberry.com/ask. 


r£ BlackBerry 


08  Research  In  Motion  Limited.  All  Rights  Reserved.  The  BlackBerry  family  of  related  marks,  images  and  symbols  are  the  exclusive  properties  and  trademarks  of  Research  In  Motion  Limited, 
n  image  is  simulated.  Check  with  service  provider  for  service  plans  and  supported  features. 


Heads  Up 


Needle  Work 


THEY  WERE  COSTLY  FAILURES  BUT  IMPORTANT  SALVOS 
in  a  new  war  on  drugs.  In  November  the  Food  &  Drug 
Administration  nixed  an  attempt  by  Novartis  and 
Momenta,  a  small  biotech  outfit,  to  launch  a  copycat  of 
Sanofi-Aventis'  $4  billion  clot-buster  Lovenox.  Reason: 
The  knockoff  artists  hadn't  proved  safety  and  efficacy  for  their 
medicine.  That  same  month  Roche  got  FDA  approval  for  a  drug 
similar  to  Amgens  Epogen,  an  anemia  drug,  but  was  blocked  by 
a  judge  who  ruled  Roche  was  infringing  on  Amgens  patent. 

Generic  drug  makers  have  been  pushing  at  the  gates  of  a 
$30-billion-a-year  market  for  protein  drugs.  But  now  big  pharma 
is  getting  into  the  act,  trying  to  produce  generic  versions,  the  very 
medicines  (to  treat  multiple  sclerosis,  diabetes,  anemia,  deficien- 
cies in  growth  hormone  and  the  like)  that  started  the  biotech 
revolution  30  years  ago  and  gave  rise  to  Genentech,  Amgen  and 


By  the  Numbers 


Drug  Money 

Genzyme's  Cerezyme,  which  treats  Gaucher  disease,  is  a 
blockbuster,  treating  few  patients  at  a  very  high  price. 

$1.1  billion 

Cerezyme's  sales  last  year. 


5,000 


The  number  of  people  who 
have  received  Cerezyme  prescriptions. 


30% 


Expected  discount  from  the  first 
copycat  drug  when  Cerezyme  goes  off  patent. 

Sources:  Genzyme  Corp.;  Cowen  8  Co. 


Biogen  Idee.  There's  too  much  at  stake  to  let  small  setbacks  get  in 
the  way.  The  giants  are  starved  for  new  blockbusters — last  year 
had  the  fewest  new  drug  approvals  in  two  decades — and  one-third 
or  so  of  new  products  in  development  are  protein  drugs.  "If  the 
marketplace  is  open,"  says  Ken  C.  Gacciatore,  a  managing  director 
at  Cowen  &  Co.,  "they  will  participate."  Large  pharmaceuticals,  he 
says,  "have  the  capabilities  at  their  disposal  now."  On  another  front, 
as  part  of  their  approaches  to  controlling  health  care  costs,  presi- 
dential hopefuls  John  McCain  and  Hillary  Clinton  have  plans  to 
make  biogenerics  a  reality.  Congress  has  five  different  bills,  too. 

But  will  the  follow-ons  be  cheaper  than  the  originals?  To 
some  degree  that  depends  on  Capitol  Hill  and  whether  a  result- 
ing law  requires  limited  or  extensive  clinical  trials.  What  can't  be 
legislated  away  is  the  high  cost  of  producing  biologies. 

Protein  drugs  require  living  cells  and  a  delicate  and  very 
expensive  manufacturing  process  that  pushes  the  cost  of  develop- 
ing a  new  drug,  even  a  look-alike,  to  $200  million  to  $300  million, 
according  to  Cowen.  That's  less  than  the  average  $900  million  you 
need  to  launch  an  original  drug.  But  its  way  more  than  what  it 
costs  to  copy  a  simple  molecule  like  the  one  in  Zocor  or  Zantac. 

Simple  pills  get  an  FDA  pass  based  on  clinical  trials  involving 
only  blood  tests  to  ensure  the  active  drug  is  present  at  the  right 
levels.  A  new  knockoff  of  an  existing  heartburn  treatment  might 
cost  $2  million.  Competition  among  other  generics  will  drive 
down  consumer  prices,  creating  a  30%  drop  when  the  first 
rivals  step  in  and  an  80%  discount  once  20  or  more  competi- 
tors pile  on,  according  to  researchers  at  Duke  University. 
That's  why  small-molecule  generics  are  so  much  cheaper  in 
America  than  they  are  in  Canada  and  western  Europe. 

It's  a  different  story  with  biogenerics.  Steep  costs,  as 
well  as  high  barriers  to  entering  this  business,  will  restrict 
competition  to  a  small  contest  among  the  titans  of  the 
industry.  Some  version  of  clinical  trials,  not  just  blood 
work,  will  be  required  to  prove  safety  and  efficacy.  Most 
generics  companies  simply  can't  afford  the  hassle.  All  this 
is  likely  to  keep  prices  high. 

Already  companies  like  Pfizer,  Merck  and  Bristol- 
Myers  Squibb  are  quietly  drawing  new  battle  lines.  They 
are  spending  hundreds  of  millions  of  dollars  to 
build  manufacturing  plants — giant  bio-vats  that 
Sffig||j&v,     hold  millions  of  gallons  of  cultured  mammal, 
'  cells — in  order  to  develop  new  protein  drugs  to 
treat  cancer,  rheumatoid  arthritis  and  Alzheimer's 
Biogenerics  will  be  reliable  moneymakers,  too.  Big  pharma 
needs  as  many  cash  machines  as  it  can  get. 

Merck  has  a  killer  app  when  it  comes  to  making  copy- 
cat proteins.  In  2006  it  dropped  $400  million  on  privately 
held  GlycoFi  to  get  its  hands  on  a  technology  that  can  pro- 
duce biotech  drugs  cheaply  in  yeast,  instead  of  in  complex 
and  finicky  mammalian  cells.  Merck  wanted  the  tools 
for  its  own  drug  development.  But  one  of  GlycoFi's 
proofs  of  concept  was  a  scientific  paper  showing  its 
'  method  could  be  used  to  create  a  copy  of  Amgen's 
Epogen.  — Matthew  Herpet 


lake  it  happen  f£ 

RBS 

d  out  how  a  little  imagination  can  help  you  make  it  happen,  rbs.com  The  Royal  Bank  of  Scotland  Croup 
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IBM  is  helping  cities  around  the  world  design,  build  and  operate 
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A  Dirty 
Game 


With  politics  in  the  air,  James  Rogers  is  racing  to 
limit  carbon  emissions  at  Duke  Energy — before  the 
greenies  beat  him  to  it  |  By  Daniel  Fisher 


THIS  TIME  NEXT  YEAR,  EXPECT  A 
greener  White  House.  No  matter 
who  the  next  President  is,  utilities 
will  likely  have  to  start  paying  for 
their  CO:  emissions —  whether  via 
a  tax  on  greenhouse  gases  (unlikely)  or  a  cap- 
and-trade  system.  When  it  comes  to  strict  lim- 
its on  emissions,  there's  little  daylight  between 
McCain,  Obama  and  Clinton. 

That  puts  guys  like  Duke  Energy  Chief 
Executive  James  E.  Rogers  in  a  tough  spot. 
Sure,  he  has  big  plans  for  the  Charlotte,  N.C. 
utility:  500,000  solar  panels  on  rooftops  in 
its  five-state  territory,  a  $1  billion  commu- 
nications network  to  optimize  the  flow  of 
electricity  through  the  grid.  To  establish  his 
green  credentials,  he's  even  proposed  a  na- 
tional 0.1-cent-per-kilowatt-hour  tax  on 
electricity  that  would  pour  billions  of  dol- 
lars into  clean  energy  research.  "That's 
where  the  guys  in  Silicon  Valley  really  love 
me,"  boasts  Rogers,  60,  a  Kentucky-bred 


lawyer  whose  accent  waxes  thicker  and  more 
syrupy  as  he  gets  excited. 

But  Rogers  is  also  a  confessed  sinner. 
In  speeches  he  points  out  Duke  is  the  na- 
tion's third-largest  corporate  emitter  of 
carbon  dioxide  (after  American  Electric 
Power  and  Southern  Co.).  This  dirty  fact 
Rogers  can't  easily  change.  Duke  operates 
in  the  resource-poor  Carolinas  and  built 
some  of  the  world's  biggest  coal  plants  in 
the  1960s  and  1970s,  when  people  were 
more  concerned  about  cheap,  secure  energy 
supplies  than  C02  levels.  At  8.5  cents  per 
kwh,  Duke's  average  residential  rate  is  half 
what  Con  Ed  gets  in  New  York  City. 

Now  Rogers  faces  a  potentially  crip- 
pling threat— a  "stroke-of-the-pen  risk,"  he 
calls  it— if  Congress  imposes  the  wrong 
kind  of  controls  on  global-warming  gases. 
Whoever  the  new  Oval  Office  occupant,  if 
utilities  are  required  to  buy  credits  for  all 
their  C02  emissions  in  a  government-run 


auction,  instead  of  being  granted  credits 
covering  their  current  output,  most  experts 
predict  the  price  will  hit  around  $30  a  ton. 
That  would  jack  up  utility  rates  by  30%  in 
the  Carolinas,  Rogers  says. 

He's  looking  for  a  way  out.  Rogers  is  hop- 
ing to  add  a  few  nuclear  plants  to  existing  sites 
while  he  waits  for  more  affordable  technolo- 
gies to  remove  the  100  million  tons  or  so  ol 
C02  (that  would  be  27  million  tons  of  carbon) 
his  power  plants  send  up  the  stack  each  year. 
He  puts  his  dilemma  succinctly:  "The  ques- 
tion is,  how  can  I  change  my  business  model 
to  make  money  in  a  low-carbon  world?" 

To  prove  his  good  intentions  Rogers  has 
made  repeated  pilgrimages  to  Silicon  Valley, 
where  he's  met  with  people  like  Kleiner 
Perkins  venture  capitalist  John  Doerr  and 
Larry  Brilliant  of  Google.org,  the  search 
giant's  do-gooder  arm.  "It's  like  he's  in  a  12-< 
step  program,"  Brilliant  says  of  Rogers.  "You 
can't  help  but  sympathize  with  someone  whos 
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It's  time  to 
invest  in 
our  own 
backyard. 


Natural  gas  In  Wyoming  and  in  Colorado's 
San  Juan  Basin,  we're  investing  up  to 
$4.6  billion  over  the  next  15  years  to  increase 
production  of  natural  gas,  the  cleanest 
burning  fossil  fuel.  BP  is  a  leading  producer 
and  supplier  of  oil  and  natural  gas  in  the  U.S. 


Solar  In  Frederick,  Maryland,  we're 
embarking  on  a  $97  million  expansion 
project  of  our  solar  plant,  the  largest  fully 
integrated  solar  facility  in  North  America. 
We'll  also  upgrade  the  facility  by  using 
sustainable  design  components. 


Biofuels  In  California  and  Illinois,  we're 
investing  $500  million  over  ten  years  to 
establish  the  Energy  Biosciences  Institute  to 
explore  the  emerging  secrets  of  bioscience 
and  apply  them  to  finding  new  sources 
of  clean  and  renewable  energy. 

©  2008  BP  Products  North  America  Inc. 
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like  an  addict  who  wants  to  get  clean." 

But  not  even  plastering  the  Outer  Banks 
with  windmills  could  meet  demand  growth 
of  1.6%  a  year  in  Duke's  largest  market,  the 
Carolinas.  So  Duke  will  spend  $23  billion 
over  the  next  five  years  building  new  coal  and 
gas  plants  and  maintaining  and  upgrading 
Duke's  network  It  will  break  ground  this 


Soot,  Mors! 

Get  ready  for  costly  caps  on  CO2  emissions. 


Total  revenues  for  U.S.  utilities  last  year. 


Annual  growth  in  U.S. 
emissions  of  COz  from  1990  to  2006. 

^^Ll  The  number 

of  metric  tons  of  CO2  emissions  from  coal  in  2006 


Source:  Department  of  Energy. 

summer  on  a  $2  billion  coal  gasification  plant 
in  Indiana,  and  by  2012  it  hopes  to  begin 
work  on  a  $6  billion-plus  nuclear  plant  in 
Cherokee  County,  S.C 

The  600 -megawatt  Indiana  plant  will 
convert  coal  into  turbine- ready  gas  while 
stripping  out  pollutants  nitrogen  and  sulfur. 
It  won't  capture  C02  unless  Duke  adds  ex- 
pensive additional  machinery.  To  meet  de- 
mand in  the  Carolinas  Rogers  proposed 
building  two  800-megawatt  pulverized-coal 
generators.  Environmentalists  howled  and 
state  regulators  ultimately  held  him  to  one, 
extracting  a  promise  to  make  the  project  os- 
tensibly carbon  neutral  by  shutting  down 
800  megawatts  of  older  coal  plants  by  2018. 

Rogers  has  his  hands  full  fending  off  en- 
vironmentalists like  Stephen  A.  Smith  of  the 
Southern  Alliance  for  Clean  Energy,  an 


Asheville,  N.C.  watchdog  group  that  sub- 
jected Rogers  to  a  nine-hour  cross-exami- 
nation last  fall  during  hearings  over  the  new 
coal  plants.  One  way  to  keep  them  at  bay  is 
to  preach  conservation.  Rogers  has  dusted 
off  an  idea  from  the  1970s  that  would  allow 
a  utility  to  earn  money  off  the  megawatts 
its  customers  don't  use.  Rogers  calls  these 
Save-A- Watts  and  wants 
Duke  to  get  a  return  on 
monitoring  equipment 
and  controls  in  its  cus- 
tomers' premises  calcu- 
lated not  from  the  capital 
cost  of  that  gear  but  from 
the  capital  it  would  other- 
wise have  spent  to  add 
generating  plants. 

Smith  calls  the  pro- 
gram "the  most  audacious, 
overreaching  revenue 
stream  I  have  ever  seen." 
But  Rogers  counters  that, 
at  about  4  cents  a  kwh, 
conservation  is  the  cheap- 
est zero-emission  "power 
plant"  Duke  can  find.  Un- 
like other  programs,  where 
utilities  subsidize  energy- 
saving  items  like  fluores- 
cent lightbulbs  and  hope 
that  customers  actually 
use  less  electricity,  Duke 
would  get  paid  only  if  an 
independent  entity  verifies 
the  savings. 
Rogers  came  to  Duke  with  a  long  history 
of  navigating  tricky  regulatory  and  political 
waters.  The  son  of  a  Kentucky  lawyer,  he 
worked  as  a  reporter  at  the  Lexington  Her- 
ald-Leader for  three  years  before  going  to  law 
school  and  on  to  a  job  representing  con- 
sumers in  state  utility  rate  cases.  After  that 
he  moved  to  Washington,  DC,  where  he 
served  as  a  litigator  with  the  Federal  Energy 
Regulatory  Commission  and  later  became  a 
partner  with  the  politically  powerful  Dallas 
law  firm  Akin  Gump  Strauss  Hauer  &  Feld. 

While  at  Akin  Gump,  in  the  early 
1980s,  Rogers  waded  into  the  fight  between 
natural  gas  suppliers  and  pipeline  operators, 
who  were  refusing  to  buy  gas  under  oner- 
ous "take-or-pay"  contracts.  Rogers  helped 
found  Natural  Gas  Clearinghouse,  now 
known  as  Dynegy,  to  strike  contracts  among 


suppliers,  consumers  and  pipelines  and  get 
the  gas  flowing  again.  Rogers  left  in  the  mid- 
1980s  to  run  Enron's  pipeline  division  in 
Houston.  In  1988  Rogers  was  recruited  to 
the  Cincinnati  utility  that  became  Cinergy. 

He  soon  broke  ranks  with  utility  exec- 
utives by  supporting  a  cap-and-trade  system 
for  sulfur  dioxide  and  other  coal-plant  pol- 
lutants. In  this  plan  utilities  received  permits 
for  their  existing  emissions  but  faced  steadily 
declining  caps  over  the  years.  The  system 
gave  utilities  an  incentive  to  spend  money 
on  scrubbers  to  reduce  emissions  without 
exposing  ratepayers  to  a  sudden  increase  in 
electricity  costs. 

Now,  as  the  pollution  battle  shifts  from 
sulfur  to  carbon,  the  enviros  declare  that  it 
isn't  right  to  give  only  polluters  permits  to 
emit  naughty  gases.  No,  these  permits 
should  be  auctioned  by  the  federal 
government.  If  this  argument  wins  the  day, 
customers  of  coal-burning  utilities  will  see 
murderous  price  increases. 

Rogers  whips  out  a  map  showing  the  states 
with  more  than  50%  coal-fired  generation. 
There  are  25  of  them — enough  to  mount  a 
congressional  filibuster  blocking  any  measures 
that  inordinately  hurt  coal-burning  utilities. 
Says  Rogers:  "Politicians  who  want  all  this  rev- 
enue [from  an  auction]  to  pay  for  a  middle- 
class  tax  cut  are  forgetting  that  by  taxing  coal 
plants  in  Ohio,  which  they  need  to  win  a  pres- 
idential election,  rates  will  go  up  45%." 

At  its  Marshall  Steam  Station  outside 
Charlotte,  Duke  has  spent  $450  million- 
more  than  the  plant's  original  $300  million 
cost — installing  sulfur  and  nitrogen  scrubbers 
that  suck  34  megawatts  from  its  2,000- 
megawatt  output.  No  one  has  come  up  with 
an  economically  rational  method  for  scrub- 
bing carbon.  One  proposed  solution,  using 
a  solvent,  would  consume  29%  of  the  plant's 
power  and  raise  electricity  prices  65%. 
Whether  the  solution  is  carbon  capture  or 
nukes,  the  capital  cost  of  keeping  carbon  out 
of  the  air  is  going  to  be  gigantic,  and  the  eco- 
nomically painful  process  will  probably  set 
off  a  wave  of  mergers  in  the  electric  power 
business. 

"We  do  not  have  a  strong  national  util- 
ity in  this  country'  Rogers  says,  leaving  unan- 
swered the  question  of  whether  Duke,  which 
earned  $1.6  billion  last  year  on  revenue  of 
$  1 3.5  billion,  is  destined  to  fill  that  role.  "Car- 
bon is  going  to  drive  consolidation."  W\ 
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How  to  Get  a  Job:  First,  Mess  Up 

With  investment  banks  piling  up  losses  and  handing  out  pink  slips  by  the  thousands,  a  Wall  Street  headhunter  s  job 
might  sound  dull.  Demand  for  the  services  of  Kyle  Ramkissoon,  a  hedge  fund  recruiter  in  New  York,  has  only 
surged  Ramkissoon's  IJC  Partners  is  currently  looking  to  place  distressed-debt  specialists  at  nine  hedge  funds, 
compared  with  three  at  the  same  time  last  year.  Two  funds  want  to  launch  new  units.  Another  asked  him  to  help  lift 
a  mortgage  bond  group  from  a  rival  hedge  fund.  "Its  like  sharks  smelling  blood  in  the  water,"  said  Ramkissoon. 
The  financial  sector  shed  15,789  jobs  in  January,  but  dark  times  are  full  of  promise  for  the  bottom  feeders  other- 
out  wise  known  as  distressed-debt  players.  They're  out  hiring  people 

experienced  in  the  credit  markets — which  often 
happen  to  be  the  same  folks  who  helped  create 
the  collateralized  debt  obligations  at  the  center 
of  the  subprime  mess. 

Within  a  week  in  February  GSO  Capital 
Partners,  a  hedge  fund  with  $10  billion  in 
assets,  plucked  traders  from  Brevan  Howard 
Asset  Management  as  part  of  a  credit  market 
push.  After  raising  a  $4  billion  distressed  fund,  Invesco  and  Wilbur  Ross  then  brought  aboard  John  Kanas,  the 
former  chief  executive  officer  of  North  Fork  Bank.  A  scroll  of  job  boards  reveals  postings  for  credit  and  fixed- 
income  specialists  at  marquee  hedge  funds  such  as  D.E.  Shaw  and  Highland  Capital  Management.  One  firm  wants 
CDO  modelers  with  compensation  between  $250,000  and  $500,000.  A  Ramkissoon  client  recently  hired  a  creator 
of  CDOs  from  an  investment  bank  to  help  buy  the  same  mortgage-backed  investments  still  plaguing  banks. 
Marathon  Asset  Management  ($11  billion  under  management)  is  pumping  up  its  staff  of  165  by  15%  to  push  into 
distressed  corporate  bonds  and  leverage  loans,  an  area  it  thinks  will  turn  sour.  Its  a  "historic  moment"  in  the  mar- 
kets, says  investment  management  head  Richard  Ronzetti — meaning  time  to  add  people.  — Matthew  Craft 
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Subprime's  Mr.  Clean 

MARTIN  EAKES'  campaign  to 
straighten  out  subprime  lending  has 
some  wrinkles  |  By  Stephane  Fitch 
with  Matthew  Woolsey 

YOU  MAY  NOT  KNOW  FOLKSY  NORTH  CAROLINA  CONSUMER 
advocate  Martin  Eakes,  but  he  sure  has  rattled  the  lending 
industry. 

The  53-year-old  Yale-educated  attorney  runs  Self-Help  Credit 
Union,  a  nonprofit  in  Durham,  N.C.  that  caters  to  low- income 
borrowers.  But  much  of  Eakes'  energy  goes  into  his  advocacy  out- 
fit, the  Center  for  Responsible  Lending,  and  his  efforts  to  eliminate 
predatory  loans.  He's  to  mortgage  lenders  what  Ralph  Nader  was  to 
the  auto  industry. 

Eakes  has  persuaded  North  Carolina  lawmakers  to  ban  high- 
interest  "payday"  loans  and  mortgage  prepayment  penalties  and  to 
restrict  mortgage-broker  fees.  He's  helped  export  similar  laws  to 


two  dozen  other  states.  Now  he's  marching  on  Congress. 

In  November  the  House  passed  a  bill  Eakes  fought  for  that  would 
ban  mortgage  prepayment  penalties  nationwide.  It  would  also  re- 
quire lenders  to  demand  documents  proving  your  income  and  make 
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a  reasonable  determination  that  you  really  can  service  your  mort- 
gage. Another  bill  Eakes  wants,  giving  bankruptcy  judges  the  power 
to  rewrite  the  terms  of  mortgages  on  a  borrowers  primary  residence, 
has  been  approved  by  a  House  committee.  Versions  of  both  bills  have 
been  introduced  in  the  Senate. 

"Half  the  people  I  know  say  theyd  take  a  bullet  for  me,  and  half 
say  theyd  be  happy  to  provide  the  bullet,"  he  says.  So  far  his  enemies' 
weapons  are  limited  to  pointed  remarks  about  his  claims.  But  they 
are  telling.  An  economist  for  the  Federal  Reserve  Bank  of  New  York, 
Donald  Morgan,  challenges  Eakes'  claim  that  payday  borrowers  are 

He's  to  mortgage  lenders 
Ralph  Nader  was  to  the  auto 


paying  out  $4.2  billion  a  year  in  harmful  fees.  In  his  November  re- 
port Morgan  shows  the  Center  for  Responsible  Lending  has  overstated 
the  number  of  problem  borrowers  and  argues  that  bans  lead  to  more 
people  bouncing  checks,  filing  for  bankruptcy  and  fighting  with  col- 
lectors. After  payday  loans  in  Georgia  were  banned  in  2004,  Morgan 
found,  bounced  checks  in  the  Fed  processing  center  in  Atlanta  jumped 
by  1.2  million,  a  13%  increase.  But  in  Hawaii,  where  payday  loan  lim- 
its were  eased  in  2003,  from  $300  to  $600,  borrowers'  problems  with 
lenders  declined,  getting  resolved  in  a  month  instead  of  over  several 
months.  Hawaii's  rate  of  bankruptcy  filings  declined  markedly. 

Who,  then,  really  benefits  from  payday  loan  bans?  Credit  unions, 
for  one,  notes  Morgan.  He  says  that  interest  rates  on  overdrafts 
charged  by  credit  unions  and  banks  can  exceed  2,000%,  dwarfing 
the  high  interest  rates  on  payday  loans.  Credit  unions,  he  adds,  have 
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been  especially  hurt  by  payday  lenders  cutting  into  their  overdraft 
fees — bounced-check  revenue  at  the  typical  credit  union  can  amount 
to  60%  of  net  operating  income.  (It's  just  18%  for  banks.) 

In  payday-loan-free  North  Carolina  Self-Help  has  thrived.  Its 
assets  have  jumped  from  $114  million  in  2003  to  $292  million  lasl 
September.  Its  return  on  average  assets  is  1.4%,  reports  SNL  Finan- 
cial, versus  the  industry  average  of  1.1%.  Terry  L.  Kibbe,  a  formei  J 
think  tank  fundraiser  who  last  year  started  a  libertarian  consumer 
advocacy  outfit,  Consumers  Rights  League,  notes  that  Self- Help's  high 
delinquency  rate — it's  seven  times  that  of  the  typical  credit  union- 
proves  that  Eakes  is  as  bad  at  judging  bor 
rowers'  ability  to  pay  back  loans  as  anybody 
else.  Self- Help  says  less  than  1%  of  its  loan:- 
ultimately  default. 

Eakes'  spokesperson  insists  that  bans 
on  payday  lending  don't  hurt  consumers,  cit- 
ing a  survey  in  North  Carolina.  She  denies  that  Eakes'  lobbying  is 
aimed  at  benefiting  Self- Help's  lending  business  and  chalks  up  its  high 
growth  to  strong  demand  for  its  fixed-rate  mortgages,  90%  of  which 
go  to  first-time  home  buyers.  She  says  the  credit  union's  overdraft 
fees  are  lower  than  those  at  most  banks. 

Eakes  certainly  hasn't  gotten  rich  off  his  efforts.  His  annual  salary 
is  under  $70,000.  Self-Help  pours  profits  into  do-good-type  invest-  ^ 
ments.  It  paid  $23  million  for  a  building  on  17th  Street,  NW  in  Wash- 
ington, D.C.  in  2003  that  serves  as  a  headquarters  for  the  Center  foi 
Responsible  Lending  and  other  unaffiliated  nonprofits. 

"He's  not  in  it  for  himself  financially'  says  an  adversary,  William 
Bost,  general  counsel  for  the  North  Carolina  Association  of  Mort- 
gage Professionals.  "He  just  absolutely  believes  that  every  loan  should 
be  made  by  a  traditional  bank  or  credit  union  like  his."  F 


Take  as  Directed 

Can  you  sue  a  company  for  a  product 
the  feds  approved?  By  Daniel  Fisher 


Diana  Levine  went  to  the 
hospital  with  a  headache  one 
spring  day  in  2000  and  wound 
up  losing  an  arm.  Doctors  had 
injected  her  with  an  antinausea 
drug  called  Phenergan,  made 
by  Wyeth,  which  if  used 
improperly  can  cause  gan- 
grene. Levine  sued  and  the 
Vermont  Supreme  Court  later 
upheld  $6.8  million 
ages.  Wyeth  has  now  taken  the 
case  to  the  Supreme  Court.  Its 
argument:  The  drug  label 


already  had  at  least  three  warn- 
ings against  injecting  Phener- 
gan in  an  artery,  and  the  Food 
&  Drug  Administration 
wouldn't  approve  any  more. 
Hadn't  Wyeth  done  enough  to 
protect  itself  from  lawsuits? 

The  Supreme  Court  will 
consider  that  question  in  the 
Levine  case  and  four  others 
now  before  it.  The  central  issue 
is  whether  federal  regulation 
preempts  state  tort  law.  Or  put 
another  way:  When  the  federal 


government  tells  a  company 
how  to  make  and  sell  a  prod- 
uct, down  to  the  exact  wording 
on  the  label,  can  a  jury  in  East 


Dipswitch  decide  the  FDA  was 
wrong?  "These  cases  are  say- 
ing, 'If  the  manufacturer  had 
just  included  one  more  warn- 
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ing,  I  wouldn't  have  taken  the 
drug,'"  says  Richard  Samp,  chief 
counsel  of  the  conservative 
Washington  Legal  Foundation. 

The  stakes  are  huge,  affecting 
everything  from  how  products 
arc  labeled  to  which  new  drugs 
and  medical  devices  will  go  on 
the  market.  Tort  lawyers  and  the 
advocacy  group  Public  Citizen 
say  there's  nothing  wrong  with 
letting  state  law  provide  a  second 
layer  of  protection  for  con- 
sumers. Makers  say  they  can't 
risk  selling  federally  approved 
products  if  they  are  still  exposed 
to  unpredictable  verdicts. 

The  justices  seemed  skeptical 
about  state  suits  in  the  first  case 
that  was  argued  before  them  in 
Washington  in  December.  A 
Medtronic  balloon  catheter 
burst,  causing  serious  injuries  to 
a  patient  after  a  doctor  allegedly 
inflated  it  past  the  FDA-approved 
pressure  limit  on  the  label.  Alli- 
son Zieve,  a  lawyer  for  Public 
Citizen,  argued  that  even  if  the 
FDA  approved  the  product,  a 
jury  could  decide  whether  it  was 
unreasonably  dangerous. 

Chief  Justice  John  Roberts 
didn't  seem  to  buy  that  argu- 
ment. What  if  a  company  devel- 
ops an  improvement  to  an  FDA- 
approved  product?  If  state  suits 
were  allowed,  tort  lawyers  would 
argue  the  old  product  is  detec- 
tive. That  would  force  compa- 
nies to  remove  it  from  the 
market  until  the  FDA  approves 
the  new  one.  "What  happens  to 
patients  in  that  year?"  Roberts 
asked.  "They've  got  no  device." 

Merck  faced  a  similar  situa- 
tion after  it  reported  in  2000 
higher  rates  of  cardiovascular 
problems  from  Vioxx.  For  two 
years  the  FDA  dithered  over 
whether  to  add  a  stronger  warn- 
ing to  the  Vioxx  label.  Merck 
finally  withdrew  the  arthritis 
drug  from  the  market  and  then 
was  deluged  with  lawsuits  claim- 
ing the  label  didn't  warn  doctors 


of  the  higher  heart  risk.  Merck 
has  since  announced  a  $4.9  bil- 
lion settlement  of  Vioxx  claims. 

The  Supreme  Courts  ambiv- 
alent rulings  haven't  helped 
guide  manufacturers  through 
this  legal  thicket.  The  court 
famously  decided  in  the  Cipol- 
lone  case  in  1992  that  federal 
cigarette  labeling  laws  preempted 
state  lawsuits  over  failing  to  warn 
consumers  of  the  risks.  (The 
court  has  recendy  agreed  to  hear 
a  similar  case  over  "light  ciga- 
rette" ads.)  The  court  similarly 
decided  in  2001  that  plaintiffs 
couldn't  sue  a  medical-device 
manufacturer  even  though 
it  supposedly  got  FDA  approval 
through  fraud;  the  court  said  the 
government  doesn't  need  civil 
juries  looking  over  its  shoulder. 
But  then  in  2005  the  court 
decided  it  was  okay  for  Texas 
farmers  to  sue  Dow  AgroSciences 
over  government-approved 
warning  labels  on  a  pesticide. 

"The  Supreme  Court  seems 
to  make  it  more  confusing 
every  time  it  issues  one  of  these 
decisions,"  says  Lawrence 
Ebner,  a  Washington  lawyer 
who  represents  manufacturers. 

The  fraud-on-the-FDA  argu- 
ment gets  another  hearing  in 
February  in  a  lawsuit  over  the 
Warner-Lambert  diabetes  drug 
Rezulin.  Two  federal  appeals 
courts  have  split  on  this  cases 
preemption  issue. 

How  is  the  court  leaning  this 
time?  The  liberal  wing  is  very 
protective  of  the  right  to  sue.  But 
in  the  Medtronic  case,  Justice 
Anthony  Kennedy,  a  swing  vote, 
seemed  to  lean  toward  letting 
government  regulators,  instead 
of  civil  juries,  balance  the  risks 
and  rewards  of  medical  devices. 
The  court  ruled  similarly  last 
year  when  it  dismissed  an 
antitrust  lawsuit  over  under- 
writing practices  that  had  been 
approved  by  the  Securities  & 
Exchange  Commission.  F 


Thank  You,  Asia 

Well,  at  least  they  love  General  Motors 
overseas.  While  the  automaker's  North 
American  sales  have  dropped  hard  in  the 

last  three  years,  they've  been  soaring 
abroad,  particularly  in  developing  mar- 
kets like  China,  India  and  parts  of  Latin 
America.  Last  year  60%  of  the  vehicles  it 
sold  (9.4  million)  were  bought  abroad,  up 
from  half  just  two  years  ago. 

For  now,  the  global  operations  are  car- 
rying the  company.  GM  made  $2.1  billion 
in  pretax  operating  profit  last  year,  almost 
enough  to  offset  the  $2.7  billion  it  lost 
selling  cars  and  home  mortgages  in  North 
America.  It's  a  revolution,  just  not  an 
American  Revolution. 

— Joann  Mullet 
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leeting  energy  demands  will  mean 
making  Qatar's  natural  gas  transportable 

from  the  well  to  the  world. 
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sweet  crude  was,  until  recently,  unheard  of. 

James  Gibbs,  Frontiers  chief,  has  no 
sympathy  for  Canadian  producers  that  feel 
they're  getting  ripped  off  on  die  heavy  crude 
his  company  buys,  50,000  barrels  a  day  (just 
under  a  third  of  its  total  petroleum  consump- 
tion). Gibbs,  sipping  cold  beer  on  a  warm  win- 
ter day  at  his  13,000- acre  South  Texas  ranch, 
says  of  these  producers:  "They  might  be  cry- 
ing in  their  beer  right  now,  but  even  at  these 
prices  the  producers  are  making  very  attrac- 
tive rates  of  return."  Just  not  as  at- 
tractive as  Frontiers.  Last  year  it 
netted  $500  million  on  revenue  of 
$5  billion,  giving  rise  to  an  indus- 
try-leading 49%  return  on  capital. 

For  five  years  oil  refiners  have 
been  coining  money,  as  capacity 
fell  just  a  little  short  of  demand. 
Whatever  the  price  of  crude,  the 
gasoline  makers  were  able  to  tack 
on  a  fat  refining  spread.  Frontiers 
profits  peaked  last  May,  when  the 
fuels  cooked  out  of  each  heavy, 
sour  barrel  at  its  Cheyenne,  Wyo. 
plant  sold  for  $75  more  than  the 
cost  of  the  crude. 

Helping  enrich  it  were  some 
outages  at  competitors.  Most  no- 
tably, BPs  Whiting  and  Texas  City  plants  were 
running  at  half  capacity,  as  was  Valero  En- 
ergy's McKee  refinery  in  West  Texas,  keep- 
ing off  the  market  some  500,000  barrels  per 
day  of  fuels,  about  3%  of  total  U.S.  demand. 

Such  good  times  were  destined  not  to 
last.  The  broken  refineries  were  gradually 
put  back  in  order  at  the  same  time  that  a 
weak  economy  and  high  pump  prices 
finally  induced  drivers  to  consume  less. 
And  crude  costs  climbed  so  fast  that  refin- 
ers couldn't  push  through  price  increases. 
In  January  the  business  got  turned  upside 
down.  WTI  crude  traded  above  $100  at  the 
same  time  that  a  barrel  of  gasoline  fetched 
only  $101  from  wholesalers,  not  enough 
to  cover  operating  costs. 

Refiners  cut  their  runs  of  light  crudes  to 
stem  losses.  Frontier  is  no  longer  making  the 
kind  of  money  it  was  a  year  ago,  but  at  least 
it  is  making  money.  It  helps  that  Frontier's 
plants  are  near  Midwest  and  Rockies  states 
not  close  to  the  giant  refining  centers. 

Gibbs  grew  up  near  Alvin,  Tex.  in 
Amoco  company  housing  on  the  Hastings 
oilfield,  where  his  dad  was  a  production 


engineer.  He  earned  an  engineering  degree 
and  a  doctorate  in  economics  from  South- 
ern Methodist  University.  Uninspired  by  a 
couple  of  years  at  Texas  Commerce  Bank,  in 
1982  he  joined  the  forerunner  to  Frontier  as 
vice  president  of  finance.  Wainoco,  as  it  was 
then  called,  operated  a  handful  of  oil  and  nat- 
ural gas  fields  in  the  U.S.,  Canada,  Colombia 
and  Indonesia.  The  energy  business  was  in  a 
depression,  and  Wainoco  was  selling  crude 
for  $8.50  a  barrel  and  natural  gas  for  25  cents 


By  the  Numbers 


Most  Refined 

Processing  oil  has  been  very  profitable— until  recently. 


U.S.  refiners'  average  annual 
earnings  increase  over  the  last  five  years. 


The  number 

of  gallons  of  gasoline  consumed  daily  in  the  U.S 


ilwA  ■ 

The  last  time  a  greenfield  refinery 

(built  on  "unspoiled"  land)  was  built  in  the  U.S. 


Sources:  FactSet  Research  Systems;  Department  of  Energy;  Marathon  Oil. 


per  million  Btu.  In  1984  Gibbs  helped  fend 
off  hostile  shareholders  bent  on  liquidating 
the  company  and  engineered  a  poison  pill 
antitakeover  provision.  A  year  later  Wainoco 
bought  an  oilfield  under  Beverly  Hills  High 
School,  producing  some  1,000  barrels  a  day. 
Gibbs  moved  up  to  president  and  led  a  cap- 
ital restructuring.  More  important,  he  led 
Wainoco  into  a  new  business,  refining. 

It  was  a  bold  move.  The  refining  busi- 
ness had  been  lousy  for  a  decade:  Overbuild- 
ing in  the  1970s  ensured  thin  profit  margins. 
Owners  had  been  selling  or  scrapping  refiner- 
ies. "But  growth  was  strong,  and  I  knew  it 
was  only  a  matter  of  time  before  demand 
caught  up  with  supply;'  Gibbs  recalls,  adding: 
"We  knew  from  our  Canada  operations  that 
heavy  oil  was  easy  to  find  Whenever  the  price 
of  light  crudes  spiked,  we'd  see  a  lot  of  dif- 
ferent heavies  come  on  the  market." 

In  1991  Wainoco  paid  $50  million  for 
Frontier  Refining,  which  owned  a  38,000-bar- 
rel-a-day  refinery  in  Cheyenne,  Wyo.  and 
25%  of  a  100,000-barrel-a-day  pipeline. 
Gibbs  sold  off  his  second-rate  oil  and  gas  fields 
and  renamed  the  company.  In  1999  Frontier 


bought  the  El  Dorado  refinery  in  northwest 
Kansas  from  a  Shell/Texaco  joint  venture.  The 
$170  million  deal  stretched  Frontier,  which 
then  had  assets  of  $62  million  against  $70  mil- 
lion in  debt,  but  it  gave  the  company  strength 
in  the  western  market.  Rather  than  trying  to 
build  its  own  retail  chain,  Gibbs  cut  a  deal  to 
sell  much  of  Frontier's  gasoline  to  Shell  and 
Texaco  stations. 

The  company  came  close  to  doubling  its 
size  in  2003  after  Gibbs  agreed  to  acquire 
Holly  Corp.,  a  Dallas  refiner  with 
plants  in  New  Mexico  and  Utah, 
for  $450  million.  Their  territories 
meshed  perfectly.  But  the  deal  un- 
raveled after  the  Beverly  Hills  oil- 
field, since  sold,  returned  to  haunt 
Gibbs.  In  March  2003  Tinseltown 
darling  Erin  Brockovich  filed 
mass  toxic  tort  claiming  that 
drilling  on  the  field  had  created  air 
contaminants  that  caused  a  can- 
cer cluster  among  students,  teach- 
ers and  residents. 

It  was  all  "a  load  of  bull,"  says 
Gibbs,  who  tried  to  persuade  Holly 
to  continue  with  the  merger.  When 
Holly  backed  out,  Frontier  sued  foi 
breach  of  contract.  Holly  counter- 
sued,  claiming  Frontier  hadn't  been  straighi 
about  its  potential  for  legal  liabilities.  Three 
years  later  a  Los  Angeles  superior  court  judgt 
dismissed  the  claims  of  a  representative  sub- 
set of  the  plaintiffs  for  insufficient  evidence 
this  January  Frontier  reached  a  $6.3  millior 
settlement  with  the  rest  of  the  claimants 
Though  Holly  would  still  make  a  great  part 
ner,  there's  too  much  bad  blood  between  th< 
companies  for  a  marriage,  says  Gibbs. 

Frontier  has  $430  million  in  cash- 
making  it  a  tempting  target  itself.  Its  share: 
jumped  10%  to  $38  in  mid-February  on  ru 
mors  that  Valero  Energy  was  mulling 
takeover  bid.  Ridiculous,  says  a  Frontie 
spokesman.  Still,  the  wonder  years  won't  las 
forever.  "It's  not  going  to  be  great  after  20121 
predicts  Paul  Rolniak  of  EAI  (Energy  Ana 
lystS  International).  By  then  many  refiners  wil 
have  expanded  and  upgraded  to  take  not  onl; 
heavy  crude  but  also  synthetic  crude  fron 
Canada's  oil  sands. 

Gibbs,  62,  expects  to  survive  the  dowi 
cycle.  "We're  going  to  keep  right  oi 
expanding,"  he  says.  "We  will  consistend; 
be  profitable  when  others  aren't." 
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THE  SOFTWARE  INDUSTRY  IS 
known  for  rewarding  some 
ruthless  individuals.  But  David 
Duffield  has  always  been  one 
of  the  nice  guys.  How  nice? 
)uffield,  who's  67,  had  braces  put  on  his 
eeth  a  few  months  ago  so  his  teenage 
aughter  wouldn't  feel  bad  about  her  own. 

But  now  Duffield  is  doing  something 
hat  is  a  bit  hostile,  though  he  would 
lever,  ever  suggest  that.  The  billionaire 
sunder  of  PeopleSoft  has  come  out  of  a 
econd  retirement  to  build  a  new  corn- 
any  called  Workday  that  sells  software 
ig  companies  can  access  over  the  Web  to 
un  most  of  their  important  back-office 
unctions  such  as  payroll,  personnel, 
sset-tracking  and  Financials.  Web  soft- 


Return 
Of  Dave 


PeopleSoft's  founder  says  his 
lew  venture  is  his  biggest  yet. 
His  skeptics  say  it  may  be  too 
big  to  pull  off. 

By  Victoria  Barret 


/are  is  billed  as  a  flexible  alternative  to 
naintaining  a  suite  of  huge  applications 
rom  SAP  and  Oracle  inside  a  corporate 
ata  center. 

PeopleSoft  was  the  second-biggest 
pplications  company  in  the  world,  with 
2.7  billion  in  sales,  before  it  was  swal- 
wed  by  Oracle  after  a  long,  acrimonious 
akeover  battle  three  years  ago.  "People- 
oft  was  a  fabulous  company,"  says 
)uffield.  "Workday  has  the  chance  to  be 
umber  one." 

Duffield  has  hired  back  a  group  of 
eopleSoft  managers  led  by  trusted  lieu- 
nant  Aneel  Bhusri,  42.  So  far  they've 


persuaded  37  customers  to  dip  their  toes 
into  cloud  computing.  Four,  including 
McKee  Foods  and  Millennium  Pharmaceu- 
ticals, ripped  out  PeopleSoft  and  replaced  it 
with  Workday.  Duffield  and  Bhusri  swear 
there's  not  a  sliver  of  revenge  at  work  here. 
Says  Bhusri:  "Oracle  isn't  the  reason  we're 
both  doing  this.  But  they  did  create  the 
opportunity."  (Oracle  won't  comment.) 

Duffield  has  committed  $48  million  to 
Workday  and  will  invest  more.  Greylock 
Partners,  where  Bhusri  is  a  partner, 
invested  $12  million  and  also  plans  to 
invest  more.  Workday  booked  $26  million 
in  revenue  last  year,  recognizing  an 
estimated  $6  million  of  that.  (Workday 
signs  three-to-five-year  deals  and  recog- 
nizes revenue  pro  rata.)  Duffield  expects 

  bookings  to  double  this  year. 

Workday's  ambitions  have 
rivals  snickering  that  Duffield 
and  Bhusri  are  taking  on  too 
much,  especially  in  asking  Global 
2000  customers  to  let  a  Web 
upstart  automate  its  complicated 
financial  flows.  Two  firms  that 
offer  financial  software  over  the 
Web,  Intacct  and  NetSuite,  are 
targeting  firms  with  fewer  than 
500  employees.  "We've  been 
doing  this  for  ten  years  and  have 
spent  $125  million,"  says  Zachary 
Nelson,  chief  executive  of  Net- 
Suite,  which  went  public  in 
December.  "Workday  can't  com- 
press that,  certainly  not  if  it's 
aiming  for  big  accounts."  (Oracle's 
Larry  Ellison  funded  NetSuite 
and  still  owns  most  of  its  shares.) 
The  most  successful  Web 
software  firm  to  date,  Salesforce.com, 
thrives  by  focusing  on  customer  manage- 
ment tasks.  Says  Gordon  Ritter,  a  partner 
at  Emergence  Capital  Partners  who  was 
an  early  investor  in  Salesforce.com  and 
another  Webware  firm  called  SuccessFac- 
tors:  "Big  companies  don't  want  to  rip  out 
their  financial  systems.  It's  just  too  risky." 

So  far  no  big  customers  have  signed 
on  for  Workday's  financial  software. 
"That's  our  big  hurdle,"  says  Bhusri. 
Duffield  is  undaunted:  "If  we're  going  to 
do  this,  we're  going  to  do  it  big,"  he  says. 

Duffield  started  PeopleSoft  in  1987. 
He  hired  Bhusri  in  1992,  when  Bhusri 
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Not  that  scary: 
Larry  Ellison  is  supporting 
PeopleSoft  customers  after 
threatening  not  to. 


was  in  venture  capital,  and  took  him 
under  his  wing,  propelling  him  to  jobs 
in  product  strategy,  marketing  and  busi- 
ness development.  He  saw  a  successor  in 
the  young  man,  but  when  Duffield 
announced  his  retirement  in  1999,  the 
board  instead  chose  Craig  Conway,  an 
Oracle  veteran,  as  chief  executive.  "Aneel 
was  an  absent-minded  scientist.  He  had  a 
beautiful  view  of  the  software  market  but 
wasn't  sure  if  it  was  Tuesday,"  says  George 
(Skip)  Battle,  a  PeopleSoft  board  mem- 
ber who  now  sits  on  Workday's  board. 
Bhusri  remained  a  director  but  joined 
Greylock  Partners,  where  he  had  a  string 
of  successful  deals. 

PeopleSoft  stock  tripled  over  the  next 
three  years,  but  growth  slowed  at  the  end 
of  2002.  Oracle  pounced  in  June  2003, 
with  a  $5.1  billion  hostile  takeover  bid. 
Duffield,  who  was  still  the  largest  individ- 
ual shareholder  but  had  no  operational 
role,  stayed  in  the  background  while  Con- 
way steadfasdy  refused  to  sell.  But  a  little 
over  a  year  later,  when  Oracle's  offer  was 
up  to  $7.7  billion,  the  board  axed  Conway. 
He  was  too  focused  on  the  operating  side, 
allowing  the  company's  software-develop- 
ment effort  to  weaken.  "PeopleSoft 
needed  more  vision,"  says  Battle. 

Bhusri  and  Duffield  returned  in 
October  2004,  with  a  mandate  to  figure 
out  the  future.  Duffield  left  his  wife  and 
six  young  kids  (all  adopted)  near  Lake 
Tahoe  in  Nevada  where  he  thought  he'd 
retired,  and  bought  a  house  20  minutes 
from  PeopleSoft's  headquarters  (the  fam- 
ily joined  him  later).  He  sent  an  all-hands 
e-mail  asking  for  thoughts  and  com- 


plaints. "I  answered  every  employee 
e-mail,  probably  150  a  day,"  says  Duffield. 
Bhusri  talked  to  product  developers  and 
in  November  told  the  board  PeopleSoft 
needed  to  develop  new  software  on  the 
Web.  The  last  version  of  PeopleSoft  can 
be  accessed  online,  but  it  doesn't  run  on 
the  Web.  Data  are  locked  into  hard-to- 
manipulate  tables. 

In  December  2004  Oracle  bumped  up 
its  offer  to  $10.3  billion,  and  PeopleSoft's 
board  couldn't  refuse.  "The  bad  guys 
won,"  says  Battle.  Bhusri  was  devastated, 
Duffield  especially  so  at  having  to  enter 
retirement  again  knowing  his  creation 
would  evaporate  inside  Oracle.  "It  was  ter- 
rifying. We  were  concerned  about  the 
potential  termination  of  5,000  employees. 
That  was  Oracle's  intention  at  the  begin- 
ning," says  Duffield.  Oracle  had  also 
threatened  to  force  every  PeopleSoft  cus- 
tomer to  move  to  Oracle,  a  threat  Ellison 
backed  away  from  later. 

Duffield  and  Bhusri  met  at  a  Truckee, 
Calif,  diner  on  a  dreary  February  day. 
"We  both  had  colds,  and  we  both  felt 
lousy,"  says  Duffield.  But  Bhusri  came 
equipped  with  five  PowerPoint  slides 
detailing  the  Web  opportunity  he  saw. 
Within  a  month  they  were  hiring  ex- 
PeopleSofties.  Workday's  first  customer, 
in  July  2006,  was  software  firm  Kana, 
headed  by  software  veteran  and  buddy 
Michael  Fields.  "We  met  for  breakfast.  I 
didn't  really  have  to  sell  him  on  it,"  says 
Duffield. 

Workday's  software  makes  prodigious 
use  of  the  Web's  extensible  markup  lan- 
i  guage,  or  XML,  which  facilitates  sharing  of 


documents  or  data  among  applications. 
Changing  a  reporting  relationship 
between  a  manager  and  staffer  takes  3 
clicks  in  Workday,  compared  with  25  in  a 
traditional  system  like  PeopleSoft.  A  big 
multinational  company  can  operate  in 
India  with  a  dramatically  different  organi- 
zational chart  than  the  one  it  uses  in  the 
U.S.  "Business  hierarchies  aren't  rigid,  so 
the  software  that  tracks  them  shouldn't  be, 
either,"  says  Bhusri. 

McKee  Foods  (maker  of  Little  Debbie 
snack  cakes)  had  75  "bolt-ons,"  or  tweaks, 
for  PeopleSoft  for  tasks  including  plant 
transfer  requests  and  employee  address 
changes.  Each  fix  took  weeks  to  craft  and 
would  have  to  be  redone  for  any  software 
upgrades.  It  switched  to  Workday  and 
now  nontechnical  employees  can  make 
similar  changes  in  days. 

But  McKee  Foods  still  uses  Oracle  foi 
its  financial  system,  and  Oracle,  it  turm 
out,  has  acquired  the  software  firms 
McKee  uses  for  manufacturing.  "Replac- 
ing financial  is  unlikely,  at  least  for  z 
while,"  says  William  Richards,  who  run* 
information  services  at  McKee.  The  foui 
firms  rolling  out  Workday's  financial  soft- 
ware have  fewer  than  300  employees. 

Duffield  and  Bhusri  believe  that  since 
most  budgets  are  devoted  largely  to  pay 
ing  employees,  Workday's  people-tracking 
software  will  do  financial  tasks  even  i 
customers  don't  swap  out  old  systems.  Ir 
February  Workday  acquired  Cape  Clear, ; 
small  integration  firm  in  Dublin,  Irelanc 
that  could  help  Workday's  software  pul 
data  from  Oracle's. 

Duffield's  worst  fears  about  Orach 
mauling  his  creation  have  not  come  t( 
pass.  Those  5,000  job  cuts  fell  equalb 
between  Oracle  and  PeopleSoft.  And  Ora 
cle  still  supports  PeopleSoft  products.  Say 
Duffield,  "I  can't  say  it's  the  most  stimulat 
ing  place  to  work,  but  they've  treated  Xh> 
employees  ethically  and  morally  well." 

Just  as  he  did  at  PeopleSoft,  Duffiek 
sends  out  weekly  companywide  congrat 
ulatory  e-mails.  Staffers  swap  goof; 
awards,  including  a  bowling  ball  witl 
one  finger  hole.  Duffield's  son  Michae 
runs  sales  and  his  daughter  Amy  doe 
marketing  work.  Duffield  and  Bhusri  si 
in  cubicles  like  the  rest  of  the  staff.  Nic 
is  a  hard  habit  to  break. 
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By  2020,  wind  could  provide;  one-tenth  of  our  planet's 
electricity  needs.  Already  today,  SKF's  innovative  know- 
how  is  crucial  to  running  a  large  proportion  of  the 
world's  wind  turbines. 

Up  to  25%  of  the  generating  costs  relate  to  mainte- 
nance. These  can  be  reduced  dramatically  thanks  to  our 
systems  for  on-line  condition  monitoring  and  automatic 
lubrication.  We  help  make  it  more  economical  to  create 
cleaner,  cheaper  energy  out  of  thin  air. 

By  sharing  our  experience,  expertise,  and  creativity, 
industries  can  boost  performance  beyond  expectations. 
Pick  our  brains.  Challenge  our  specialists! 

The  Power  of  Knowledge  Engineering 


into  The  Power  of  Knowledge  Engineering, 
us  at  www.skf.com/knowledge 


I  Revolutionaries 


Uri  and  Eli  Attia,  up  above  Beverly  Hills,  Calif,  at  the  site  of  their  new  S16.5  million  Roundhouse. 
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Revolutionaries 


site.  "It's  all  a  waste." 

Attias  quest,  though  hardly  original, 
carries  with  it  serious  architectural  credi- 
bility. Attia,  71,  who  emigrated  from  Israel 
to  Chicago  in  1 968,  was  chief  of  design  at 
Philip  Johnson/John  Burgee  Architects  in 
the  1970s,  where  he  led  the  work  on  Gar- 
den Grove,  Califs  Crystal  Cathedral,  a 
3,000-seat,  all-glass  structure.  In  1979  he 
started  his  own  firm  in  New  York,  which 
designed  the  Manhattan  skyscrapers  at 
101  Park  Avenue  (tenants  include  Booz 
Allen  Hamilton  and  the  Royal  Bank  of 
Scotland)  and  452  Fifth  Avenue  (HSBC). 

Attias  first  Roundhouse  will  be  a  1 3,000- 
square-foot  residence  set  on  a  3.25-acre  lot 
in  the  canyons  above  Beverly  Hills.  Construc- 


The  Roundhouse's 
floor  plan  has  a 
central  core  for 
utilities,  minimizing 
ductwork  and 
copper  pipes.  A 
deck  will  cover  half 
the  roof,  a  garden 
the  rest.  The 
geometry  will 
challenge  even 
crafty  decorators. 


BASEMENT 


tion  will  begin  in  March  or  April.  The  ask- 
ing price  is  $16.5  million,  but  views  are 
knockouts:  sunsets  behind  western  hills 
that  buttress  the  valley  below,  a  glimpse  of 
the  Pacific  Ocean  from  the  second  floor. 
Attias  partner  in  this  venture  is  his  son,  Uri, 
37,  president  of  Roundhouse  LLC. 

The  Attias  make  some  lavish  claims 
for  what  a  circular  layout  does  for  build- 
ing efficiency.  A  Roundhouse,  they  calcu- 
late, delivers  150%  more  square  feet  of 
floor  space  per  unit  of  exterior  wall  than  a 
traditional  home  does.  Yikes,  how  is  that 
possible?  Take  a  basic  40-foot-by-25-foot 
layout  in  a  boxy  2,000-square-foot  two- 
story  home.  Going  from  a  rectangular  to 


GROUND  FLOOR 


SECOND  FLOOR 


ROOF 


a  circular  floor  while  keeping  the  perime- 
ter fixed  adds  only  34%  to  the  space.  Their 
comparison,  it  turns  out,  was  based  on  a 
nearby  Mediterranean-style  home  with 
many  nooks  and  crannies  that  a  simple 
rectangle  doesn't  have. 

Roundhouses  will  have  a  flat  garden 
roof  that  can  incorporate  a  deck.  The 
plants  and  dirt  will  capture  rainfall  and 
shield  the  house  from  heat,  rather  than 
absorbing  it  like  an  asphalt  shingle  or  a 
clay  tile.  That  might  save  a  bit  on  air- 
conditioning  bills.  (But  don't  get  carried 
away  by  the  potential.  Standard  home 
construction  has  a  vented  air  space  plus 
insulation    between    those  asphalt 


shingles  and  the  bedroom  below.) 

Environmentalists  will  be  thrilled  that 
the  Roundhouse's  frame  will  consist  not  of 
old-growth  Douglas  fir  but  of  recycled 
steel.  The  windows  and  steel  will  fit 
together  as  a  64-sided  polygon;  the  house 
isn't  exactly  round,  but  it  looks  round 
from  a  distance.  The  Attias  say  the  exte 
rior  of  the  house  can  be  assembled  by  a 
seasoned  crew  in  a  week.  Total  construc- 
tion time,  from  foundation  to  wall  paint, 
should  be  under  two  months. 

There  are  some  construction  efficien- 
cies to  a  Roundhouse.  Wiring,  water 
pipes  and  heating/cooling  ducts  can  radi- 
ate from  a  central  utility  core,  shortening 


The  Roundhouse  is  a  64-sided  polygon  of  glass 
distance.  Its  prefab  modules  can  be  configured 

te  tuns  of  these  copper-rich  connections. 
Interior  walls  can  be  either  movable 

lit  ind  modular  or  easily  constructed  bul- 

iri  i/varks  of  studs  and  drywall.  In  colder 
dimates  exterior  walls  will  consist  almost 
hntirely  of  argon-filled  thermopane  glass. 
Equipped  with  computer-controlled 
blinds,  these  walls  could,  depending  on 

vj  jemperature  and  the  need  for  light,  insu- 


and  recycled  steel  that  looks  round  from  a 
to  create  corners  and  views  as  needed. 

late  the  house  or  fill  it  with  the  sun's  rays. 

And  then  there  are  some  inefficien- 
cies. The  energy-efficient  glass  is  not 
cheap  and,  without  curtains,  loses  twice  as 
much  heat  as  a  standard  6-inch  fiberglass- 
filled  wall.  Flat  roofs  have  a  habit  of  leak- 
ing— is  there  something  in  the  budget  for 
repairs?  The  big  question,  whether  people 
really  want  their  floors  round,  is  another 


thing  to  ponder.  Do  home  buyers  seek 
square  footage  for  its  own  sake  or  in  order 
to  separate  the  pieces  of  furniture?  If  the 
latter,  a  fair  amount  of  the  acreage  in  a 
round-sided  room  is  wasted. 

To  skeptics,  Attia's  Roundhouse 
evokes  Buckminster  Fuller's  Dymaxion 
House  of  the  1940s.  It  was  a  brilliant 
demonstration  of  physics  and  geometry  in 
a  lightweight  dome.  As  a  home  design  it 
was  a  flop. 

"When  it  comes  to  round  buildings, 
there  is  a  long  history  of  successful 
designs,  but  not  in  the  domestic  sphere," 
says  John  R.  Senseney,  an  architecture 
professor  at  the  University  of  Illinois  at 
Urbana-Champaign.  (Exceptions  include 
the  yurts  of  Central  Asia  and  Shaker 
barns.)  "I  like  Attia's  ideas  if  this  is  as 
sustainable  as  he  says,  but  I  liked  Philip 
Johnson's  glass  house,  and  that  didn't 
catch  on,  either." 

Attia's  legacy  hardly  rests  on  the 
Roundhouse,  but  the  man  clearly 
believes  this  could  be  his  most  indelible 
mark.  "We  have  to  be  more  efficient  in 
how  we  build,"  he  says.  "We  can't  afford 
not  to  be."  F 


%J  Ambition,  meet  execution. 
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Revolutionaries 


The  bloke  with  the  odd  spokes: 

Duncan  Fitzsimons  has  built 

the  world's  first  folding  bike  wheel 


Reinventing 
Guess  What 

A  British  engineer  has  come  up  with 
a  collapsible  wheel  |  By  Parmy  Olson 


DUNCAN  FITZSIMONS  IS  A  TINKERER.  WHEN  HE 
was  5  he  put  together  Lego  spaceships  in  seconds. 
When  he  was  15  he  made  a  wooden  rocking  chair. 
At  26  Fitzsimons  has  decided  to  reinvent 
the  wheel. 

Standing  in  his  London  workshop,  Fitzsimons  picks  up  the 
bicycle  wheel  he  designed  and  pushes  on  the  sides.  In  one 
smooth  movement  it  collapses,  inflated  tire  and  all,  into  an 
oblong  shape  the  length  and  width  of  a  skateboard.  After  three 
years  of  modifications  and  scores  of  prototypes  Fitzsimons  has 
come  up  with  the  world's  first  collapsible  bike  wheel,  aimed  at 
couriers  or  commuters  who  might  need  to  throw  a  folding  bike 
into  a  trunk  or  overhead  compartment. 


Fitzsimons'  design  uses  two  cleverly  engineered  hinged 
spokes  that  collapse  on  each  other  with  a  flick  of  a  lever  on  the 
axle,  or  lock  into  place  when  the  wheel  is  round.  If  not  locked 
properly,  the  lever  stops  the  wheel  from  turning,  so  it  won't 
suddenly  cave  in  when  bearing  a  rider. 

The  latest  prototype  is  aluminum  and  too  heavy  for  com- 
mercial use,  but  when  made  with  a  carbon  composite  it  could  be 
as  light  as  a  normal  bike  wheel.  Fitzsimons  has  a  design  for  a 
bicycle  that  could  fit  into  something  resembling  a  small  golf 
bag  slung  over  the  shoulder.  Initial  models  will  probably  cost 
between  $2,000  and  $6,000. 

It  could  be  a  few  years  before  the  design  hits  the  market. 
Folding-bike  makers  like  Brompton  Bicycle  Ltd.  have  been  slow 
to  pick  it  up,  partly  because  they  can't  produce  such  an  unusual 
model  and  partly  because  bike  designs  have  barely  changed  over 
the  last  century.  "I'm  getting  an  incredibly  enthusiastic  response 
from  everyone  except  the  bike  industry,"  the  inventor  says.  He 
plans  to  approach  BMW,  Audi  and  Porsche,  which  have  small 
bicycle-making  divisions  and  a  lot  more  money. 

Fitzsimons,  who  studied  engineering  at  the  University  of 
Bath  and  industrial  design  at  the  Royal  College  of  Art,  was  one 
of  ten  finalists  for  the  Saatchi  &  Saatchi  Award  for  World  Chang- 
ing Ideas  given  in  February.  His  competitors  include  the  creator 
of  the  $100  laptop  and  someone  who  may  have  found  a  cure  for 
blindness.  "Quite  some  competition,"  he  says.  F 
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REAL  ESTATE 


Kimco's  Milton  Cooper  prefers  low-end  tenants  to  ritzy  department  stores  like  Lord  &  Taylor. 


Beyond  The 


Big  Box 


These  days  a  REIT  has  to  be  creative  to  keep  profits 
up.  Kimco  is  very  creative  By  Dorothy  Pomerantz 


THESE  ARE  DARK  DAYS  IN  REAL 
estate.  The  housing  bubble  has 
burst,  and  the  resulting  credit- 
crunch  tidal  wave  has  rolled 
into  the  commercial  market, 
making  development  money  harder  to 
get.  In  2007's  last  quarter  property  sales  of 
existing  retail  space  were  off  42%. 

But  you  wouldn't  know  times  are 
tough  when  talking  to  Milton  Cooper,  the 
78-year-old  chief  executive  of  Kimco.  This 


$8.4  billion  real  estate  investment  trust 
specializes  in  strip  malls.  A  grandfather  of 
ten,  Coopers  eyes  twinkle  when  he  talks 
about  his  company's  ability  to  survive  and 
thrive.  "It's  going  to  be  tough  in  retail,"  he 
says,  "but  we're  ready  for  opportunities." 

In  his  50  years  in  the  business  Cooper 
has  dealt  with  retailer  bankruptcies,  credit 
seize-ups  and  real  estate  slumps.  How?  By 
finding  creative  ways  to  earn  money  out- 
side of  standard  REIT  operations. 


REITs  have  to  follow  certain  rules  in 
order  to  avoid  most  corporate  income 
taxes.  Chiefly,  they  must  pay  out  90%  of 
their  income  to  shareholders  in  divi- 
dends. Many  REITs  are  content  to  own: 
buildings  and  collect  rent.  Others,  like 
Boston  Properties,  have  also  moved  into 
developing  their  own  buildings. 

But  Cooper  gets  45%  of  his  earnings 
from  sources  like  managing  real  estate  for 
pension  funds,  lending  to  bankrupt  retail- 
ers and  buying  distressed  properties. 
Only  a  few  other  REITs,  such  as  Develop- 
ers Diversified  and  ProLogis,  have 
branched  out  like  this.  "The  thought  is: 
If  Kimco  does  it,  it  must  be  smart,"  says 
James  Sullivan,  an  analyst  for  Green 
Street,  the  real  estate  research  firm. 

In  addition  to  these  extracurricular 
activities,  Kimco  is  known  as  a  particu- 
larly canny  landlord  of  strip  malls — open- 
air  shopping  centers  that  sometimes  have 
large,  if  unglamorous,  anchor  tenants  on 
the  order  of  Home  Depot.  Their  tenants 
are  drugstores,  supermarkets,  pizza  par- 
lors and  beauty  salons.  The  thinking  is 
that  strip  malls,  with  their  stores  peddling 
everyday  goods  and  services,  should  be 
better  able  to  withstand  a  recession  than 
high-end  retailers. 

The  stock  market  has  punished  all 
REITs  but  has  been  less  nasty  to  strip-mall 
trusts.  While  General  Growth,  the  stellar 
owner  of  large  malls,  is  down  46%  over 
the  past  year,  Kimco  is  off  34%.  For  that 
reason  General  Growth  gets  an  A  for 
value  on  our  REIT  Gold  List  of  the  20 
biggest  (see  table,  p.  64),  up  from  C  a  year 
ago.  Kimco  gets  a  D  in  both  years.  Kimco 
is  one  of  a  mere  handful  of  REITs  still 
trading  at  a  premium  to  net  asset  value. 

In  performance  terms  strip  malls 
haven't  yet  seen  the  vacancies  that  the 
market  anticipates.  Kimco's  funds  from 
operations— the  REIT  version  of  earnings 
(net  income  plus  depreciation,  minus 
nonrecurring  gains) — were  up  a  healthy 
23%  in  2007,  to  $670  million.  On  the  Golcj 
List  Kimco  gets  a  B  performance  score. 
The  A's  were  almost  all  claimed  by  big 
mall  operators  such  as  General  Growth; 
they  can  charge  higher  rents.  Among  strip 
mall  REITs,  Kimco  still  has  the  lowest  rents 
of  any,  at  $1 1.03  per  square  foot  annually 
versus  the  sector  average  of  $13.89. 
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Cooper  founded  Kimco  in  1958  with 
Martin  Kinimel,  a  real  estate  developer 
(hence  the  name,  Kimco),  who  is  now 
retired.  Cooper  had  been  working  as  a  real 
estate  lawyer  but  had  a  yen  to  own  land, 
which  he  saw  as  the  safest  possible  invest- 
ment. So  Cooper  and  Kimmel  built  a 
shopping  center  in  Miami,  anchored  by  a 
Zayre  department  store.  They  went  on  to 
build  many  a  strip  mall  in  Florida,  Ohio 
and  New  York.  The  duo  gradually  shifted 
toward  buying  existing  centers,  most  with 
below-market  rents.  This  helped  them 
weather  some  bad  stretches,  such  as  in  the 
late  1980s  when  many  overexpanded 
retailers  went  bankrupt. 

In  1991  Cooper  took  Kimco  public, 
raising  $120  million,  in  the  first  major  REIT 
public  offering.  Then  the  market  capitaliza- 
tion of  all  REITs  was  $13  billion.  Today  its 
$3 1 2  billion.  As  more  REITs  went  public  more 


capital  chased  the  same  old  strip  malls.  Prices 
went  up.  It  got  so  the  buyers  net  rental  in- 
come from  a  newly  acquired  property  was 
not  enough  to  satisfy  shareholders. 

So  in  1998  Cooper  had  a  brainstorm: 
go  into  business  with  pension  funds, 
developing  and  managing  shopping  cen- 
ters for  funds  such  as  New  York  Common 
Retirement  Fund  and  G.E.  Pension  Trust. 
Here  was  a  bunch  that  was  happy  with 
returns  as  low  as  6%,  if  the  investments 
were  safe.  Many  also  were  required  to 
have  some  capital  in  real  estate. 

Typical  partnership  deal:  The  pension 
funds  contribute  85%  of  the  project  cost, 
Kimco  the  remainder.  Once  the  center  is 
built  Kimco  earns  a  fee  for  managing  the 
properties,  around  4%  of  rents. 

In  1999  Cooper  spearheaded  a  suc- 
cessful lobbying  push  to  permit  REITs  in 
areas  previously  off-limits,  like  buying 


bankrupt  properties  or  developing  build- 1 
ings  for  immediate  sale  (previously,  they 
had  to  keep  them).  Congress  revamped 
the  law  to  make  that  happen,  a  move  that 
let  REITs  set  up  taxable  subsidiaries  for  the 
dirty  work  of  vulture  investing  or  build- 
and-sell  construction. 

Thus  in  2002  Kimco  became  a  debtor- 
in-possession  of  Ames  Department 
Stores,  taking  a  40%  stake  in  a  $100  mil- 
lion line  of  credit  with  8%  interest.  In  2006 
Cooper  joined  a  consortium  of  investors 
to  bail  out  supermarket  giant  Albertsons. 
Kimco  put  up  $50  million  to  underwrite 
the  assets,  which  were  then  sold  off.  So  far 
the  company  has  earned  $145  million 
from  that  deal.  Many  more  are  to  come. 

We  don't  have  any  way  of  putting  a 
price  tag  on  Coopers  skills,  but  if  we  did, 
the  FORBES  value  grade  for  Kimco  would 
be  better  than  D.  F 


The  REIT  Gold  List 


Using  data  from  Green  Street  Advisors,  FORBES  grades  REITs  on  performance  (how  well  a  REIT  increases  earnings,  dividends 
and  asset  value)  and  value  (how  low  the  stock  price  is  against  two  measures  of  worth:  net  asset  value  and  discounted  present 
value  of  coming  dividends).  For  more  REIT  grades,  go  to  www.forbes.com/reits. 


GRADE 
PERFORMANCE  VALUE 

REIT/MAJOR  PROPERTIES 

RECENT 
PRICE 

DIVIDEND 
YIELD 

5-YEAR 
ANNUALIZED  GROWTH 
NAV  AFFO1 

LEVERAGE 
RATIO3 

NET 
ASSETS4 
(SBIL) 

D 

F 

AMB  PROPERTY/industrial 

$51.07 

3.9% 

15.8% 

-5.2% 

39% 

$5.7 

F 

B 

APARTMENT  INVESTMENT  &  MGMT/apartments 

36.50 

6.6 

9.2 

-12.1 

60 

5.3 

B 

C 

AVALONBAY  COMMUNITIES/apartments 

93.70 

3.8 

24.1 

6.2 

27 

9.7 

B 

D 

BOSTON  PROPERTIES/offices 

87.79 

3.1 

27.6 

2.9 

29 

14.7 

A 

A+ 

CBL  &  ASSOCIATES  PROPERTIES/shopping  malls 

23.84 

9.1 

23.6 

6.9 

52 

5.3 

B 

B 

DEVELOPERS  DIVERSIFIED  REALTY/strip  malls 

39.60 

7.0 

18.3 

8.0 

53 

6.1 

C 

A 

DUKE  REALTY/offices 

23.36 

8.2 

10.2 

1.7 

54 

4.8 

C 

C 

EQUITY  RESIDENTIAL/apartments 

38.59 

5.0 

16.3 

-0.8 

44 

13.6 

B 

D 

FEDERAL  REALTY  INVESTMENT/strip  malls 

72.32 

3.4 

21.3 

6.4 

31 

4.5 

A+ 

A 

GENERAL  GROWTH  PROPERTIES/shopping  malls 

36.38 

5.5 

36.3 

7.5 

60 

19.4 

A 

B 

HOST  HOTELS  &  RESORTS/hotels 

17.35 

4.6 

22.8 

18.8 

43 

14.1 

B 

D 

KIMCO  REALTY/strip  malls 

35.00 

4.6 

19.6 

11.5 

48 

8.4 

C 

A 

LIBERTY  PROPERTY/offices 

30.25 

8.3 

10.0 

-4.4 

46 

4.3 

A 

B 

MACERICH/shopping  malls 

65.23 

4.9 

28.6 

5.1 

45 

9.1 

C 

F 

PROLOGIS/industrial 

54.24 

3.8 

.  19.6 

-1.4 

51 

13.7 

B 

C 

PUBLIC  STORAGE/storage  centers 

74.59 

2.7 

20.7 

10.5 

30 

13.1 

B 

C 

REGENCY  CENTERS/strip  malls 

58.87 

4.9 

17.8 

6.3 

40 

4.6 

A 

c 

SIMON  PROPERTY  GROUP/shopping  malls 

86.07 

4.2 

25.9 

9.1 

44 

32.1 

A 

c 

TAUBMAN  CENTERS/shopping  malls 

49.60 

3.3 

31.1 

10.6 

37 

5.5 

B 

c 

VORNADO  REALTY/offices 

87.28 

4.1 

27.2 

6.8 

43 

21.3 

Prices  as  of  Feb  12.  'Net  asset  value.  'Measure  of  profit:  Adjusted  funds  from  operations  are  net 
spending.  Growth  figures  are  from  2003  through  2008  estimate.  3Debt  as  a  percentage  of  assets 
Advisors;  Reuters  Fundamentals  via  FactSet  Research  Systems;  Forbes. 


income  plus  depreciation,  less  nonrecurring  items  and  maintenance-level  capital 
"Fair  market  value  estimated  by  Green  Street  Advisors.  Sources:  Green  Street 


64      FORBES       MARCH  10,  2008 


BRAGGING 
RIGHTS. 


UPGRADED  POWER  E*TRADE  PRO 


OPTIONS  ANALYTICS 


FREE  NASDAQ  TOTALVIEW 


$£99_$^99 

Per  Stock  &  Options  Trade 
75c  per  options  contract1 


20x  more  liquidity2 


100  COMMISSION-FREE  STOCK  OR  OPTIONS  TRADES 


i 


etpoweretrade.com 


1,000  new  accounts  a  day. 


1-800-ETRADE1 


,  New  Accounts  claim  based  on  internal  E*TRADE  FINANCIAL  Corp.  metrics  for  average  daily  gross  new  E  TRADE  Bank  &  E  TRADE  Securities  accounts  between  2/1/07-1/31/08. 
U.  To  qualify  for  Power  E*TRADE  and  the  Power  E*TRADE  Pro  trading  platform,  you  must  execute  at  least  30  stock  or  options  trades  per  quarter.  To  qualify  for  $6.99 
Commissions  for  stock  and  options  and  a  75tf  fee  per  options  contract,  you  must  execute  500  or  more  stock  or  options  trades  per  month.  To  qualify  for  $9.99  commissions  for 
[stock  and  options  and  a  75«  fee  per  options  contract,  you  must  execute  10-49  stock  or  options  trades  per  month  or  maintain  a  $50,000  balance  in  combined  E*TRADE  Securities 
fend  E*TRADE  Bank  accounts.  To  continue  receiving  these  commission  rates  and  access  to  trading  platforms,  you  must  re-qualify  by  the  end  of  the  following  calendar  quarter, 
fe.  According  to  information  provided  by  The  NASDAQ  Stock  Market,  Inc.  on  2/6/08.  This  information  is  deemed  to  be  reliable  but  has  not  been  verified  or  confirmed  by  E*TRADE 
{Securities  LLC.  NASDAQ  and  NASDAQ  Totalview  are  registered  service  marks  of  The  NASDAQ  Stock  Market,  Inc.  Please  visit  www.nasdaqtrader.com/totalview  for  more  information, 
fe.  Commission-free  trade  offer  applies  to  new  Power  E*TRADE  accounts  opened  with  $1,000  minimum  deposit.  The  new  account  holder  will  receive  a  maximum  of  100  free 
trade  commissions  for  each  stock  or  options  trade  executed  within  30  days  of  the  opening  of  the  new  qualified  account.  You  will  pay  the  Power  E*TRADE  commission  rate  at 
■he  time  of  the  trades  ($9.99  for  stock  and  options  trades — plus  an  additional  750  per  options  contract).  Your  account  will  be  credited  $9.99  per  stock  or  options  trade 
ivithin  eight  weeks  of  qualifying  (excluding  options  contract  fees).  Other  commission  rates  apply  to  customers  who  trade  less  than  30  times  a  quarter  or  maintain  less  than 

S50.000  in  linked  E*TRADE  Securities  or  E*TRADE  Bank  accounts.  Account  must  be  opened  by  December  31, 2008. 
I  Securities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  FINRA/SIPC. 

astern  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance  and  other  factors. 
132008  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


  &  

STRATEGIES 


Take  a  Risk 

Contrarians  buy  debt  when  the  headlines  rail  about 
a  debt  crisis.  Like  right  now  By  Bernard  Condon 


FROM  HIS  GLASS-WALLED  OFFICE 
Michael  Lewitt  could  see  the  trading 
floor  was  getting  panicky:  One 
trader  fidgeted  in  his  chair,  another  stared 
blankly  at  a  stock  ticker  on  the  TV  over- 
head, a  third  clutched  his  head.  By  the 
time  the  Dow  Jones  industrial  average  had 
fallen  300  points,  the  veteran  fund  man- 
ager had  had  enough. 

He  grabbed  a  pair  of  dice  from  his 
desk,  walked  onto  the  floor  and  jokingly 
began  rolling  them.  "Google,"  yelled 
Lewitt,  50.  "Citigroup.  Apple." 

"You're  making  me  anxious,"  a  23- 
year-old  analyst  burst  out,  not  getting  the 
point  that  he  should  calm  down. 

The  markets  gyrations  can  drive  even 
the  most  dispassionate  investors  to  distrac- 
tion. So  Lewitt  has  been  busy  lately 
reminding  his  traders  to  keep  their  cool — 
and  to  buy  into  downturns.  The  cofounder 
of  $1  billion  Hegemony  Capital  of  Boca 
Raton,  Fla.,  once  a  big  short-seller  of  cor- 
porate debt,  is  turning  bullish. 

His  favorite  target  is  in  a  once  obscure 
corner  of  the  securities  market:  floating- 
rate  bank  loans  (also  known  as  leveraged 
loans)  to  outfits  also  burdened  with  junk 
bond  debt.  Buyout  funds  used  these  loans 
to  complete  their  deals.  Leveraged  loans 
are  risky,  yes,  but  well  worth  it,  he  thinks, 

Close  to  the  Flame 


with  senior  secured  loans  yielding  a  float- 
ing-rate 5.5%  of  par  value  and  trading  at 
86  cents  to  the  dollar,  down  from  101 
cents  only  nine  months  ago.  "I've  never 
seen  loans  priced  this  cheaply — ever,"  says 
Lewitt,  who  has  been  trafficking  in  dodgy 
debt  since  1987,  when  he  was  an  invest- 
ment banker  at  the  junk  shrine  of  that  age, 
Drexel  Burnham  Lambert. 

Lewitt  was  once  an  aspiring  scholar 
doing  graduate  work  at  Yale  under 
the  curmudgeonly  Harold  Bloom,  whose 
celebrated  book,  The  Western  Canon, 
slammed  faddish  literary  criticism.  Lewitt, 
who  left  academia  in  1982,  writes  an 
investment  newsletter  sprinkled  with 
references  to  Ralph  Waldo  Emerson  and 
Henry  David  Thoreau,  and  filled  with 
contempt  for  investment  fads. 

The  happy  result  of  the  credit  crisis  is 
that  leveraged  loans  are  getting  interest- 
ing. Which  ones?  Broad  swaths  of  the 
American  economy  not  exposed  to  shaky 
consumers  will  do  just  fine  in  a  recession, 
he  says.  So  loans  to  big  industrial  compa- 
nies with  lots  of  exports,  for  instance,  will 
come  through  the  turmoil  intact. 

All  leveraged  loans  have  been  trading 
down  because  of  recession  fears.  Another 
factor  is  technical:  selling  by  investors  hit 
with  subprime  mortgage  losses  who  need 


to  raise  cash  fast.  The  loans  are  oversold, 
says  Lewitt.  He  expects  defaults  on  junk 
bank  loans  will  peak  at  an  annualized  3% 
rate  near  the  end  of  the  year,  up  from 
around  1%  today.  That's  bad,  but  not  bad 
enough  to  explain  paper  selling  at  a  14% 
discount  to  par.  These  loans,  which  are 
senior  to  bonds  and  secured  by  assets,  are 
at  the  top  of  the  totem  pole  in  a  Chapter 
1 1  filing.  Investors  in  such  loans  typically 
recover  70%  of  principal  in  a  bankruptcy, 
versus  20%  for  junk  bonds. 

Individual  investors  can't  buy  into  the 
multimillion-dollar  bank  loans,  but  they  can 
get  exposure  through  mutual  funds  (see 
table).  The  103  bank  loan  funds  followed  by 


These  brave  funds  own  bank  loans  to  the  highly  leveraged  or  plain  old  junk  bonds.  If  you  think  we're  bottoming,  buy  them. 


I 

TOTAL  RETURN 

ANNUAL 

YEAR 

3-YEAR 

EXPENSES 

FUND  1  INVESTMENT 

TO  DATE 

ANNUALIZED 

PER  $100 

COMMENT 

BRUCE  FUND  1  stocks  and  bonds 

-3.8% 

5.2% 

$0.78 

Lots  of  convertibles  in  drugmakers. 

EATON  VANCE  FLOATING  RATE-A 1  junk  loans 

-3.1 

2.9 

1.05 

Owns  slug  of  solid  BB-rated  issues. 

FIDELITY  FLOATING  RATE  HIGH  INCOME  1  junk  loans 

-3.1 

3.2 

0.72 

Buying  loans  to  big  firms. 

PIMCO  HIGH  YIELD-D  1  junk  bonds 

-0.1 

5.4 

0.90 

Ditched  risky  retail  sector  bonds. 

T  ROWE  PRICE  HIGH  YIELD  1  junk  bonds 

-2.5 

4.6 

0.77 

Shunning  CCC  issues,  buying  loans. 

Performance  through  Jan.  31.  Sources:  Morningstar;  Upper. 
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nutual  funds  rater  Morningstar  are  down 
n  total  return  (price  and  interest)  7%  this 
feax  through  mid-February  but  rose  4% 
innually  over  the  past  five  years. 

Not  all  these  funds  are  wonderful.  Be- 
ivare  of  hot  hands.  Some  outperformed  by 
guying  the  very  diciest  loans,  like  second 
iens  (stuff  that  has  made  Lewitt  bearish  until 
■ecendy).  Or  by  using  too  much  leverage, 
example:  Van  Kampen  Senior  Loan. 

Among  the  wisest  of  these  players  is 
ridelity  Floating  Rate  High  Income,  run  by 
i  junk  bond  analyst  turned  junk  loan 
:rader  with  a  conservative  bent.  That  has 
leld  back  her  performance  in  the  past. 
3ut  last  year  when  prices  began  to  fall, 
manager  Christine  McConnell  returned 
1.7%  versus  the  industry's  1.1%,  according 
:o  Morningstar.  She  began  losing  money 
:his  year.  Recent  yield:  6.9%.  McConnell 
rocuses  on  loans  to  big  companies  like 
Charter  Communications  and  Georgia- 
Pacific  sporting  tight  covenants  (restric- 
:ions  on  things  like  debt-equity  ratios). 
\nother  prudent  fund:  Eaton  Vance 


Floating  Rate,  run  by  an  18-year  loan- 
trading  veteran,  Scott  Page.  The  fund  has 
lost  3.1%  this  year  but  has  averaged  a  2.9% 
annual  return  over  the  last  three  years. 

Lewitt  and  his  ilk  are  trolling  through 
the  leveraged-loan  destruction  with  care. 
One  intriguing  victim:  senior  secured 
loans  to  HCA,  a  hospital  operator  with 
$26  billion  in  sales.  The  term  B  loans, 
issued  when  Kohlberg  Kravis  Roberts 
helped  take  it  private  in  2006,  were  to 
yield  Libor — the  London  Interbank 
Offered  Rate,  which  is  what  the  sturdiest 
big  banks  charge  one  another  for  loans — 
plus  2.25  percentage  points. 

The  Libor-plus  formula  computes 
now  to  interest  of  5.25%  (calculated  on 
the  par  value).  But  the  loans  (rated  B+) 
change  hands  at  91  cents  on  the  dollar.  So 
the  effective  yield,  reflecting  both  the 
interest  paid  and  the  expected  capital  gain 
(if  the  bonds  pay  off  in  three  years,  as 
Lewitt  expects),  is  more  like  8%.  Lewitt  is 
adding  to  his  HCA  stake.  HCA  loans  are 
Fidelity  Floating  Rates  largest  holding. 


funk  bank  loans  aren't  the  only  way 
to  buy  into  risk.  There  are  also  junk 
bonds.  Lewitt  is  wary  of  them  for  now, 
reasoning  that  their  yields  still  aren't  fat 
enough  to  compensate  for  default  risk.  In 
January  junk  bond  yields  climbed  one 
percentage  point,  to  seven  points  over 
ten-year  Treasurys.  (The  index  showing 
this  yield,  Merrill  Lynch  U.S.  High-Yield 
Master  II,  has  a  weighted  average  credit 
quality  of  B+.) 

The  eclectic-minded  Bruce  Fund  has 
invested  in  junk  bonds,  some  of  it  dis- 
tressed, in  the  25  years  since  Robert  Bruce 
started  the  portfolio.  The  fund,  which  is 
on  the  Forbes  Best  Buys  list,  was  down  5% 
last  year  but  has  returned  an  average  24% 
annually  over  five  years. 

For  a  more  conservative  play  on  junk, 
consider  T.  Rowe  Price  High  Yield.  A 
Morningstar  favorite,  it  has  been  beating  its 
junk  bond  rivals  of  late.  Now  it  is  steering 
away  from  bonds  exposed  to  consumer 
spending  and,  yes,  piling  into  bank  loans. 
The  latter  are  9%  of  its  holdings.  F 
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ForbesConference 


America  the  Innovator 

The  New  Rules  for  Global  Market  Growth 


Why  do  so  many  companies  talk  about  innovation  but  fail  to 
create  anything  truly  innovative?  The  Forbes  Leadership 
Networks  Forum  set  out  to  answer  this  vexing  question.  Held  this 
past  fall  in  Chicago,  the  Forum  was  produced  by  the  Forbes 
Conference  Group  and  presented  by  Project  Management 
Institute  (PMI),  with  support  from  SAS. 

The  Power  of  Innovation 

The  Leadership  Networks  Forum 
revealed  that  one  of  the  first  chal- 
lenges is  defining  innovation.  Clayton 
Christensen,  Harvard  Business  School 
professor,  author,  Innosight  cofounder 
and  Forum  speaker,  views  disruptive 
innovation  as  the  key  to  creating  future 
Clayton  Christensen      growth.  Christensen  warned  that  myopi- 
cally  focusing  on  creating  product  or  service  improvements  for 
existing  customers  can  lead  companies  to  overlook  disruptive 
technologies,  which  have  the  power  to  open  up  entirely  new  markets. 

Other  speakers  elaborated  on  how  innovation  can  happen 
inside  established  companies.  "Great  leaders  recognize  that  com- 
panies must  innovate  to  remain  competitive,  and  they  nurture 
environments  that  encourage  creative  thinking,"  said  Gregory 
Balestrero,  chief  executive  officer  of  PMI.  "Innovation  is  rarely 
accidental  —  it  takes  an  organizational  commitment  that  starts  at 
the  executive  level."  Balestrero  views  innovation  as  both  the 
creative  idea  and  the  execution  of  that  idea  into  business  success. 
"The  idea  is  not  enough,"  he  said.  "As  Thomas  Edison  said,  inno- 
vation is  1%  inspiration  and  99%  perspiration.  Too  often  companies 
forget  the  'perspiration'  or  execution  part  of  the  equation." 

The  "How"  of  Innovation 

Speakers  agreed  that  to  make  innovation  happen,  leaders  need 
to  physically  set  aside  talent  and  resources  to  devote  themselves 
fully  to  the  task.  Innovation  teams  need  to  be  managed  differently  — 
and,  preferably,  separately.  These  teams  should  also  be  given  freer 
rein  than  existing  operating  units;  they  should  not  be  asked  to 
deliver  financial  results  quicklv. 

"If  you're  trying  to  do  something  new  within  an  established 
organization,  you  have  to  do  what  IBM  did  with  the  PC  —  give 
it  its  own  P&L,"  said  Rich  Karlgaard,  publisher  of  Forbes  maga- 
zine and  Forum  moderator.  "When  Steve  Jobs  took  a  different 
building  to  develop  the  Macintosh,  they  even  raised  the  pirate 
flag  to  signal  that  they  were  different  and  couldn't  be  smoth- 
ered." Mark  Johnson,  cofounder  of  Innosight,  believes  that  most 


By  Karen  A.  Edelman 

companies  fail  to  innovate  because  they  build  a  team  that  devote 
20%  of  its  time  to  a  new  growth  project  and  the  rest  to  existinj 
responsibilities.  "That  never  works,"  Johnson  said.  "You'd  rathe 
have  two  people  100%  of  the  time  than  15  people  20%  of  tht 
time.  Trying  to  bifurcate  the  mind  between  deliberate  executioi 
versus  emergent  creativity  —  we've  never  seen  it  work." 

The  Leader's  Role 

Innovation  requires  a  certain  kind  of  leader,  what  Balestrerd 
calls  an  "engaged  CEO  who  understands  the  value  of  creativity  ii 
the  organization,  but  never  loses  the  sense  of  urgency  and  speed 
that  will  separate  them  from  their  competitors."  A  leader  who,  hi 
said,  "is  willing  to  invest  those  resources  in  activities  that  wil 
build  the  competency  to  create,  but  at  the  same  time  will  build 
the  capacity  to  deliver  this  creativity  in  a  way  that  will  create  valuj 
for  the  company  and  the  customer." 

The  Leadership  Networks  Forum  speakers  agreed  that  innovatioi 
requires  leaders  who  are  dedicated  to  building  something  new.  Paul 
Camuti,  president  and  chief  executive  officer  of  Siemens  Corpora^ 
Research,  estimated  that  80%  of  innovation  efforts  fail  because  tht 
CEO  offers  only  Up  service.  "Rather  than  just  setting  goals  and 
assuming  it's  going  to  happen,  there  has  to  be  much  better  owner' 
ship  of  innovation  all  the  way  up  and  down,"  Camuti  said. 

Innovation  demands  leaders  who  communicate  efforts  and 
demonstrate  patience,  commitment  and  a  tolerance  for  failure 
When  failure  is  accepted  and  discussed,  the  lessons  can  lead  to 
future  and  sometimes  even  bigger  successes.  For  this  to  happen 
though,  leaders  need  to  build  an  environment  of  trust.  Suzanni 
Gordon,  vice  president  and  chief  information  officer  of  SAS 
explained:  "When  you  have  an  environment  where  people  trusl 
each  other,  and  they  share  information  and  ideas,  and  they  respec 
each  other,  it's  just  amazing  how  quickly  things  can  get  done." 


"The  How  of  Innovation"  panel,  from  left  to  right:  Rich  Karlgaard,  Paol 

Camuti,  Gregory  Balestrero,  Suzanne  Gordon,  Mark  Johnson 


How  do  you  move  ahead  of  the  competition? 


Gain  the  advantage  with  project  management 
credentials  and  career  path  tools. 

Project  teams  are  the  drivers  of  business  success.  Project  Management  Institute  helps  you 
attract,  train  and  retain  the  most  talented  professionals  with  our  globally  respected  credential 
and  career  path  programs.  A  forward-thinking  approach  that  will  help  increase  your 

productivity,  efficiency  and  profitability.  f 
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Entrepreneurs  

POSH  SNACK  FPffp  

Dandy  Corn 

Is  there  a  market  for  $7  bags  of  popcorn?  Not  quite 
enough  of  one  |  By  David  K.  Randall 


ERNEST  SYMANSKI,  AN  IN-HOUSE 
chef  for  popcorn  purveyor  Dale 
&  Thomas,  tosses  a  wasabi- 
flavored  potato  chip  into  his 
mouth.  Might  a  similar  flavor 
work  on  popcorn?  He  doesn't  have  much 
time  to  mull  it  over.  Symanski  must  cre- 
ate 5  new  flavors  by  summer.  Winning 
concoctions — currently  there  are  20  fla- 
vors— will  hit  Dale  &  Thomas 
stores  in  five  months.  If  they 
don't  sell,  they  will  disappear 
even  faster.  "We're  willing  to 
take  risks,"  Symanski  says.  "If 
something  flops,  we'll  do 
something  else." 

There  is  urgency  in  the  air 
at  Dale  &  Thomas  in  Engle- 
wood,  N.J.,  where  Chief  Execu- 
tive Warren  Struhl,  its  majority 
stakeholder,  wants  to  prove 
that  his  firm  can  become,  if  not 
the  "Starbucks  of  popcorn,"  as 
he  often  says,  at  least  a  prof- 
itable enterprise. 

The  company's  signature 
product — sweet  popcorn  fla- 
vored with  chocolate,  caramel 
and  such— is  sold  in  12  com- 
pany-owned stores  for  $7  per 
5-ounce  bag.  It  spends  $4  mil- 
lion a  year  on  advertising.  It 
also  gets  a  lot  of  media  hype.  The  snack 
won  raves  on  NBC's  Today  show  and  in 
Oprah  Winfrey's  O  magazine.  Investors 
include  Goldman  Sachs  and  New  York 
Knicks  coach  Isiah  Thomas  (he's  the 
Thomas  in  the  name). 

The  company,  which  opened  its  first 
store  in  2002  and  now  also  sells  over  the 
Web  and  in  other  outlets,  posted  $40  mil- 
lion in  sales  last  year,  says  Struhl.  But  it's 


still  losing  money  even  though  popcorn 
kernels  typically  cost  less  than  40  cents  a 
pound.  It  is,  you  could  say,  a  victim  of  its 
own  promotional  efforts.  Dale  &  Thomas 
had  to  stop  taking  Internet  orders  for  two 
weeks  during  the  holidays  in  2005 
because  it  couldn't  meet  demand.  The 
next  year  it  temporarily  moved  opera- 
tions to  a  new  factory  so  its  old  one  could 


be  expanded.  The  company  still  struggles 
with  kinks  in  product  delivery  and  cus- 
tomer service,  according  to  online  gripes. 
Executives  have  come  and  gone,  and  they 
have  come  at  no  small  expense  from 
companies  like  Frito-Lay  (Sean  Orr,  its 
former  chief  financial  officer)  and  Toys 
"R"  Us.  Struhl,  46,  is  new  to  retailing  and 
to  snack  food.  Previously  he  headed 
PaperDirect,  a  paper  supplier  he  sold  in 


1993,  and  Proteam.com,  a  catalog  com- 
pany that  filed  for  Chapter  1 1  bankruptcy 
protection  in  1999. 

Opening  new  stores  has  taken  more 
time  and  money  than  Struhl  anticipated.  He 
once  planned  to  have  1,000  stores,  some- 
thing that  looks  like  a  long  shot  now.  He 
hopes  signing  up  franchisees  will  help.  The 
company  now  spends  $1.5  million  a  year 
renting  retail  space  for  its  dozen  stores.  (Rent 
on  its  factory  and  warehouse  costs  $1  mil- 
lion.) Maybe  the  world  finally  has  had 
enough  junk  food.  ("Buy  yourself  a  defib- 
rillator, since  it's  very  likely  this  stuff  will 
cause  an  instant  heart  attack,"  one  commen- 
tator wrote  recently  on  the  online  consumer 
review  site  www.yelp.com.)  Will  flavors  like 
wasabi  and  chili  con  queso  help?  "We  have 
a  lot  of  work  to  do,"  says  Struhl,  who  says 
the  company  spends  $1  million  a  year  on 
product  development. 

The  company's  biggest  vol- 
ume getter  is  more  mundane,  a 
mixture  of  popcorn,  sugar, 
canola  oil,  salt  and  soy  lecithin 
that  goes  by  the  name  Popcorn, 
Indiana.  It  comes  in  4-ounce 
bags  that  sell  for  as  much  as  $5 
in  40,000  sports  arenas,  gro- 
ceries and  drugstores — a  rich 
man's  Cracker  Jack. 

Struhl  founded  the  company 
as  Popcorn,  Indiana.  He  changed 
the  moniker  to  Dale  &  Thomas 
after  the  basketballer  invested  an 
undisclosed  amount  in  2004. 
Thomas'  visibility,  in  any  event, 
is  a  mixed  blessing.  He  got  a  lot 
of  exposure  last  year  after  the 
Knicks  organization  lost  a  lawsuit 
claiming  sexual  harassment  by 
Thomas.  Dale,  the  other  half 
of  the  company's  name,  refers 
to  Dale  Humphrey,  an  Indiana 
farmer;  he  recently  died. 

The  Starbucks  of  popcorn?  The 
theatrics  aren't  quite  there.  Its  store  near 
Manhattan's  Times  Square  smells 
inviting,  but  there's  no  place  to  sit — 
maybe  ten  people  can  fit  comfortably  in 
the  store.  Still,  Struhl  vows  the  company 
will  start  popping  profits  in  2008. 
"When  you  move  this  quickly,  you 
always  hit  potholes,"  he  says.  F 
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Market 

MONEY  MANAGEMENT 


Happy  days  for  "Doctor  Doom":  Euro  Pacific  Capital  President  Peter  Schiff  in  Manhattan. 


Spin  Cycle 

Want  to  make  a  pile  in  money 
management?  Step  1 :  Attract 
attention.  Step  2:  Attract  assets. 

By  Michael  Maiello 


■  N  THE  DARIEN,  CONN.  OFFICE  OF 
1  brokerage  Euro  Pacific  Capital,  Peter 
1  Schiff,  the  president  of  the  firm,  does 
I  something  most  brokers  would 
1  never  do:  He  calls  up  details  of  client 
accounts  in  front  of  a  journalist.  He  wants 
to  show  that  people  following  his  advice 
to  buy  precious  metals,  foreign  curren- 
cies and  foreign  stocks  have  fared  well. 
He  jabs  a  finger  at  his  computer  screen:  A 
well-known  hedge  fund  executive  has  a 
$7.5  million  account  with  Euro  Pacific. 


It's  up  $1.9  million  since  2000,  net  of  new 
money.  Another  client,  a  member  of  the 
Hearst  family,  has  an  $8.5  million  account 
that  has  performed  well  over  ten  years. 
Schiff,  44,  is  also  eager  to  prove  that  he 
practices  what  he  preaches:  He  has  two 
accounts  with  his  own  firm,  worth  a  com- 
bined $1 1  million,  a  threefold  increase  in 
eight  years. 

"As  the  dollar  goes  down,  my  clients 
are  getting  the  same  bargain  as  tourists 
from  Europe:  They  have  rising  income 


from  assets  in  euros,  Swiss  francs  and 
Canadian  dollars,"  gloats  Schiff,  who  then 
squirms  into  a  sport  coat  and  dashes  to  his 
BMW  and  a  date  to  trash  the  dollar  on  the 
Fox  Business  Network. 

Schiff,  dubbed  the  Doctor  of  Doom 
by  CNBC,  is  a  favorite  of  magazine,  news- 
paper and  TV  journalists  looking  for  a 
particular  point  of  view — namely,  that 
U.S.  stocks,  U.S.  real  estate  and  the  dollar 
are  bad  for  investors.  Type  his  name  into 
YouTube  and  you  can  find  300  clips  from 
his  appearances  on  cable  shows.  Many 
feature  him  talking  up  Ron  Paul,  the  lib- 
ertarian with  presidential  aspirations,  for 
whom  he  is  an  economic  adviser.  Schiff  s 
2007  book,  Crash  Proof:  How  to  Profit 
from  the  Coming  Economic  Collapse  (John 
Wiley  &  Sons,  $28),  is  number  535  on 
Amazon.  "It's  cultish,"  Schiff  says  of  his 
fan  club. 

The  brokerage  has  $1  billion  in  client 
assets,  up  from  just  $60  million  when 
Schiff  took  over  as  president  in  2000.  The 
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Crash  Proof? 


company  has  almost 
doubled  in  size  since 
2005,  when  Schiff  was 
discovered  by  the 
media.  He's  the  sole 
owner.  Euro  Pacific 
doesn't  disclose  its  rev- 
enue, but  it  can't  be  too 
bad;  the  firm  gets  a  1% 
to  3%  commission  for 
placing  trades. 

Herein  is  a  formula 
for  making  a  lot  of 
money  as  a  money 
manager.  Have  a  shtick,  get  known,  wait 
for  your  sector  to  get  hot.  In  the  1970s 
James  Dines  acquired  fame  and  fortune  by 
being  a  gold  bug.  In  the  1990s  George 
Gilder  minted  money  as  a  fan  of  technol- 
ogy stocks.  In  the  past  six  years  Renee 
Haugerud's  Galtere  International  Fund 
(FORBES,  fan.  20,  2003)  has  grown  from 
$1  million  in  client  capital  to  $1.5  billion 
by  being  in  commodities. 

An  antidollar  routine  is  sure  to  have 
its  day  in  the  spotlight.  Over  the  past  40 
years  there  have  been  four  stretches  of  at 
least  three  consecutive  years  when  the 
dollar  sank  pretty  steadily  against  foreign 
currencies,  the  most  recent  episode  the 
one  that  began  in  2006.  Someone  recom- 
mending gold  or  foreign  stocks  during 
those  periods  would  look  like  a  genius. 

Schiff  s  Chicken  Little  take  on  the  U.S. 
economy — that  it  is  on  the  brink  of  col- 
lapse— isn't  new.  He's  been  serving  up  the 
same  spiel  for  a  decade.  But  these  days  he's 
getting  more  applause  than  eye-rolling 
from  jittery  investors.  He's  also  getting  a 
lot  of  attention  from  financial  media  out- 
lets, in  part  because  he  has  mastered  the 
delivery  of  three-alarm  sound  bites.  ("The 
consumer  is  in  great  trouble!"  "Things  are 
worse  than  in  the  1970s!") 

Schiff  perfected  his  rant  in  stock 
newsletters  in  the  late  1990s,  when  few 
investors  had  heard  of  him  or  Euro 
Pacific.  He  posted  commentaries  on  his 
Web  site  and  started  sending  them  to 
CNBC.  His  first  big  media  hit  came  in 
April  2005,  when  CNBC  asked  him  to 
appear  on  Squawk  Box.  Schiff  faced  a  hos- 
tile panel  when  he  said  the  dollar  would 
lose  half  its  value — which  still  hasn't  hap- 


Forget  investing  in  the  U.S.,  says  Euro  Pacific  Capital  President  Peter  Schiff.  He  likes  foreign  stocks  with 
high-dividend  yields.  Below  are  some  of  his  favorite  picks  for  investors  looking  to  put  money  overseas. 

PRICE 


COMPANY  BUSINESS 

RECENT 

52-WEEK 
HIGH 

VALUE 
(SBIL) 

EPS 

CHINA  RESOURCES  LAND  residential  and  commercial  real  estate 

$1.87 

S2.88 

$7.0 

$0.04 

CNPC  HONG  KONG  oil  and  natural  gas 

0.49 

0.90 

2.4 

0.03 

KIWI  INCOME  PROPERTY  TRUST  commercial  real  estate 

1.04 

1.31 

0.7 

0.29 

NEWCREST  MINING1  gold  and  copper 

32.05 

34.64 

13.8 

0.18 

SANTOS1 1  oil  and  natural  gas 

48.54 

57.75 

7.0 

2.99 

Prices  as  of  Feb.  13.  All  figures  in  U.S.  dollars.  'American  Depositary  Shares.  Source:  Worldscope  via  FactSet  Research  Systems. 

pened.  That  first  interview  ended  with  the 
host,  Mark  Haines,  saying:  "I  don't  know 
whether  to  shoot  him  or  shoot  myself" 

In  2006  Schiff  told  a  roomful  of  mort- 
gage brokers  at  a  meeting  of  the  Western 
Regional  Mortgage  Brokers  Conference 
that  they  would  all  be  out  of  a  job  soon 
and  that  their  only  hope  was  to  buy  for- 
eign stocks.  Geoff  Zwemke,  an  organizer 
of  the  meeting,  notes,  "I  hear  people  say- 
ing they  wished  they'd  taken  his  advice." 


Schiff  learned  the  power  of  a  rallying 
cry  from  his  father,  long- running  tax  pro- 
tester Irwin  A.  Schiff.  Press  mentions  of 
the  elder  Schiff,  who  argues  that  the  Inter- 
nal Revenue  Service  has  no  right  to  force 
people  to  reveal  their  incomes  or  collect 
taxes,  would  fill  a  very  fat  scrapbook.  But 
in  the  end,  Schiff  Sr.  got  a  little  too  much 
attention  for  his  own  good.  He  is  being 
held  in  a  federal  prison  in  Otisville,  N.Y. 
for  tax  evasion.  F 
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Combining  the  strengths  of  three  world-class  graduate  schools  -  ESADE  Business  School, 
Georgetown's  Walsh  School  of  Foreign  Service  and  Georgetown's  McDonough  School 
of  Business  -  the  Global  Executive  MBA  is  delivered  in  six  1 1-day  modules  over  sixteen 
months.  The  program  leads  to  MBA  degrees  from  both  Georgetown  and  ESADE. 
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iraffes  get  dropped  6  feet  to  the  ground  at  birth, 


They  can't  avoid  rude  awakenings. 

But  you  can.  With  proven  performance  management  software  from  SAS. 


www.sas.com/giraffes 


Beyond  the  Balance  Sheet  I 

RECESSION  W 


The  Economic  Drift 

To  get  a  sense  of  which  companies  are  doing  well  despite  the  (possible) 
recession,  and  which  are  positioned  to  cope  with  further  weakness,  look  at 
some  unconventional  metrics  |  By  Jack  Gage 


I  S  THE  ECONOMY  FALLING  APART  OR  NOT?  THE  MIXED  SIG- 
I  nals  include  a  crisis  in  home  finance,  a  weak  jobs  report, 
I  strong  productivity  numbers  and  an  expectation  (from  ana- 
I  lysts)  of  a  1 5%  gain  in  corporate  profits  for  2008.  The  good 
M  news  is  that  collateral  damage  from  the  credit  market  fiasco 
nd  concerns  about  consumer  spending  have  made  shares  of 


high-quality  companies  a  lot  more  affordable.  The  S&P  500  index 
is  down  6.9%  so  far  this  year,  which  puts  it  at  17  times  estimated 
2007  earnings.  If  earnings  growth  meets  expectations,  you're  pay- 
ing 15  times  2008  earnings.  That  ratio  is  right  in  the  middle  of  the 
historical  range. 

Our  Beyond  the  Balance  Sheet  department  looks  at  the  num- 
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Beyond  the  Balance  Sheet  1  Recession 


Expansion 


DEC.  2007  ADDED  CAP-EX 
(THOU)       4Q  07  GROWTH1 


'40  2007  over  2006.  Source:  Worldscope  via  FactSet  Research  Systems. 


Productivity 


PRODUCTIVITY 
COMPANY  GROWTH1 

2007  SALES 
PER  EMPLOYEE  TOTAL 
(STHOU)  (SBIL) 

UP 

AmerisourceBergen  40% 

Varian  Semiconductor  Equipment  35 

MSC  Industrial  Direct  22 

Oshkosh  22 

Helmerich  &  Payne  18 

DOWN 

Jacobs  Engineering  -26% 
Whole  Foods  Market  -12 

$172  $8.5 
125  6.6 

National  Fuel  Gas  -10 

1,045  2.0 

Tyco  -7 

159  18.8 

Apple  -7 

1,013  24.0, 

'Changes  in  sales  per  employee  over  past  year.  Source:  Worldscope  via  FactSet  Research  Systems. 

Business  is  humming  along  at  industrial  truck  manufacturer  Oshkosh 
(left)  and  defense  contractor  General  Dynamics. 

bers  behind  the  numbers— ways  of  analyzing  companies  that  are 
different  from  the  usual  metrics  such  as  book  value  and  earnings. 
Previous  editions  covered  earnings  quality,  free  cash  flow  and 
breakup  values,  among  other  topics.  This  time  we  take  a  look  at 
three  topics  that  relate  to  how  companies  will  weather  the  reces- 
sion, if  that's  what  we're  in  (the  truth  about  this  may  not  be 
known  until  it's  over).  They  are:  employment,  dividend-paying 
ability  and  pensions. 

If  a  company  is  adding  employees  to  its  payroll  and  investing 
in  fixed  capital,  it  expects  to  grow.  That's  a  big  vote  of  confi- 
dence— especially  as  employment  in  the  U.S.  economy  heads  in 
the  other  direction.  In  the  table  (top  left)  we  display  eight  compa- 
nies that  added  jobs  in  the  December  quarter  and  also  increased 
their  capital  outlays  between  2006  and  2007. 

If  there's  a  recession,  you  wouldn't  know  it  by 
looking  at  Google.  Discussing  the  fourth-quarter 
addition  of  889  jobs — including  engineers  in  the 
U.S. — on  its  conference  call,  Chief  Financial  Officer 
George  Reyes  said  the  company  "will  continue  to 
invest  in  its  core  business"  of  distributing  ads  to 
Internet  surfers.  Chief  Executive  Eric  Schmidt  fol- 
lowed that  up  later,  responding  to  an  analyst's  ques- 
tion about  economic  weakness:  "You're  using  the 
term  'potential  slowdown,'  which  is  not  a  term  we 
have  used  on  this  call,  so  again  that's  your  view,  not 
necessarily  ours."  While  holding  a  leading  market 
share  in  its  core  business,  the  company  is  also 
investing  in  ancillary  ones,  like  office  productivity 
software.  Its  December  quarter  of  2007  cap-ex  was 
$678  million,  up  from  $367  million  for  December 
quarter  2006. 

Another  tech  titan  adding  firepower  is  AT&T. 
The  old  landline  business  isn't  what  it  used  to  be,  but 
this  phone  company  is  expanding  its  payroll  in  order 
to  get  into  the  cable  television  business.  It  is  adding 
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technicians  and  installers  for  a  service  it  calls  U-verse. 
UBS  analyst  John  Hodulik  gives  the  thumbs  up  to  this 
technology,  writing  in  a  February  report  that  those  cov- 
ering the  cable  industry  haven't  yet  factored  in  the  com- 
petitive threat  AT&T  now  poses  to  traditional  cable 
operators  like  Cablevision  and  Time  Warner  Cable. 


Dividends 


COMPANY 


PER-SHARE 
GROWTH2 


Echoing  Hoduliks  comments  in  a  conference  call  with 
investors,  AT&T  Chief  Financial  Officer  Richard  Lind- 
ner said  the  company  had  no  choice  but  to  spend  on 
new  hires  and  training.  In  other  words,  recession  or 
not,  here  we  come. 

Corporate  prosperity  can  be  reflected  in  a  different 
kind  of  jobs  number:  productivity.  In  the 
table  (p.  76)  we  show  companies  with  big 
changes  in  sales  per  employee.  Hospital- 
supplies  vendor  AmerisourceBergen,  bene- 
fiting from  rising  expenditures  on  health  care 
and  automation  of  the  wholesale  industry, 
enjoys  sales  of  $5.8  million  per  employee. 
Whole  Foods  Market  is  going  the  other  way, 
one  reason  its  stock  is  sagging.  This  organic 
grocer  bought  competitor  Wild  Oats;  the 
latter's  smaller,  older  stores  seem  to  have 
dragged  down  the  average. 

Our  next  table  (left)  looks  at  dividends. 
Stocks  with  rich  dividends  are  often  touted  as 
safe  havens  during  bear  markets  on  the 
theory  that  investors  disillusioned  with  capi- 
tal gains  will  seek  comfort  in  quarterly 
payouts.  Our  take  on  dividend  seeking:  Look 
closely  at  whether  the  company  can  afford 
the  payout.  The  metric  here  compares  divi- 


'Cash  from  operations  less  capital  expenditures.  2One-year  change.  NM:  Not  meaningful. 
Source:  Worldscope  via  FactSet  Research  Systems. 


Household  products  maker  Clorox  has  ample 
free  cash  flow  to  boost  its  dividend. 
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Beyond  the  Balance  Sheet  I  Recession 


Pension  Expectations 


EXPECTED 

FUND  RETURN 

ASSETS 

LIABILITIES2 

COMPANY 

COMPANY 

CONSERVATIVE1 

(SMIL) 

(SMIL) 

OVtROPTIMISTIC? 

Air  Products  &  Chemicals 

8.8%  6.8% 

$2,601 

$3,036 

Rockwell  Collins 

8.8 

6.8 

2,490 

2,554 

Campbell  Soup 

8.8 

6.7 

2,025 

1,902 

Carpenter  Technology 

8.5 

6.8 

907 

815 

WGL  Holdings 

8.3 

6.7 

741 

700 

'Based  on  50-year  return  for  equities;  20-year  Citigroup  BIG  AAA-rated  corporate  debt;  10-year  hedge  fund 
and  private  equity  benchmarks;  S&P  500  real  estate  investment  trust  index  since  October  2001.  Projected 
pension  benefit  obligations.  Sources:  Worldscope  via  FactSet  Research  Systems;  Hennessee  Group. 

Pension  Surplus  or  Shortfall 


Are  Campbell  Soup's  pension  plan 
assumptions  too  optimistic? 


dends  with  free  cash  flow,  defined  as  cash  flow 
from  operations  minus  capital  expenditures.  In  a 
financial  statement  you'll  find  cash  flow  from  ops 
right  after  the  profit-and-loss  summary;  it's 
roughly  equal  to  net  income  plus  depreciation 
plus  declines  in  inventory  and  receivables.  Clorox 
yields  more  than  the  average  stock,  has  been  rais- 
ing its  dividend  and  could  afford  to  pay  more. 

Our  last  set  of  tables  (right)  concerns  old- 
fashioned  pension  plans,  the  ones  that  prom- 
ise a  certain  monthly  benefit.  Such  pensions  are 
no  longer  the  millstone  they  once  were  for 
American  industry,  partly  because  employers 
are  shifting  to  defined-contribution  plans  that 
leave  them  with  no  obligations.  But  lots  of  older 
companies  still  have  defined-benefit  plans  on 
their  books,  and  the  accounting  for  these  plans 
can  give  a  hint  about  a  company's  financial 
strength. 

Take  a  look  at  the  future  return  the  com- 
pany assumes  in  calculating  its  pension  liabil- 
ities. The  higher  the  return,  the  lower  the 
discounted  present  value  of  those  monthly  pay- 
outs, and  therefore  the  lower  the  hole  on  the 
balance  sheet  and  the  lower  the  annual  pension 
cost  charged  to  earnings.  A  return  assumption 
on  the  high  side  suggests  that  the  company  is 
straining  to  meet  its  earnings  targets.  That  is  not  a  good  sign. 

The  mostly  bullish  stock  market  of  the  past  five  years  has 
lessened  the  problem  of  pension  funding,  says  Mark  Ruloff, 
director  of  asset  allocation  at  pension  consultant  Watson  Wyatt. 
Pension  fund  assets  as  a  percentage  of  obligations  went  from  an 
average  81%  in  2002  to  an  estimated  109%  at  the  end  of  2007.  But 


COMPANY 

FUNDED  PORTION 

ASSETS  SURPLUS/ 
AS%OF        SHORTFALL  AS 
LIABILITIES1      %  OF  INCOME1 

ASSETS  LIABILITIES1 
(SMIL)  (SMIL) 

OVERFUNDED 

Tyco  Electronics 

Hewlett-Packard 

Agilent  Technologies 

UNDERFUNDED 

Tyco 

84%  NM 

$1,958  $2,319 

Johnson  Controls 

86  30% 

3,142  3,654 

Hillenbrand  Industries 

90  14 

338  378 

|    'Projected  pension  benefit  obligations.  NM:  Not  meaningful. .  Source:  Worldscope  via  FactSet  Research  Systems. 

Pension  Allocation 


COMPANY 

%OF 
ASSETS 

DESCRIPTION 

RISKY? 

Goldman  Sachs 

33% 

hedge  funds 

Standex  international 

24 

derivatives  instruments 

NCI  Building  Systems 

24 

hedge  funds  and  commodity  futures 

Ruddick 

23 

hedge  funds  and  real  estate 

Briggs  &  Stratton 

Sources:  Worldscope  via  FactSet  Research  Systems;  companies. 

if  the  stock  market  keeps  sinking,  funding  shortfalls  will  catch  up 
with  employers,  and  they  will  have  to  chip  in  more  cash  to  their 
plans  than  they  expect.  In  the  table,  our  "conservative  expecta- 
tion" for  pension  fund  returns  is  based  on  the  sponsor's  asset 
allocation  and  on  bond  yields,  recent  hedge  fund  performance 
and  historical  stock  market  returns.  F 
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ophers  burrow  through  life  without  seeing  the  havoc  they  crea 


They  can't  help  having  tunnel  vision. 

But  you  can.  With  proven  business  intelligence  and  analytic  software  from  S 

www.sas.com/gophers 


m 


TH 
POWER 
TO  KNOW 


And  discover  why  more  investors  are  making  the  switch. 

Our  disciplined,  long-term  approach  is  especially  suitable  for  retirement  investing.  When  you 
dig  deeper  into  your  IRA  investment  options,  it's  easy  to  understand  why  more  and  more 
investors  are  switching  toT.  Rowe  Price. 


Low-cost,  in-house  active  management 

We  actively  manage  our  funds,  with  a  team 
of  analysts  and  our  own  in-house  research 
department.  And  with  no  loads  or  sales  charges, 
and  low  expenses,  your  IRA  savings  go  further. 

Experienced  fund  managers 

At  T.  Rowe  Price,  our  fund  managers  average 
1  3  years'  tenure.  They  have  proven,  long-term 
track  records  through  various  market  conditions. 

Intelligently  balancing  risk  and  reward 

We  believe  IRA  investments  should  maximize 
returns  without  adding  excessive  risk  to  your 
portfolio.  Our  fund  managers  are  dedicated  to 
carefully  balancing  risk  and  reward. 


All  the  tools  and  services  you  need 

At  T.  Rowe  Price,  we  have  all  the  tools  and 
services  you  need  to  make  the  most  of  your 
IRA  investing  choices. 

•  For  a  limited  time,  get  free  online  access 
to  Morningstar®  Fund  Analyst  Reports 

on  T.  Rowe  Price  funds. 

*  Call  our  Investment  Guidance  Specialists 

with  any  questions  you  might  have.  They 
aren't  paid  a  commission,  so  their  focus  is 
to  help  you  find  the  best  funds  for  your 
retirement  goals. 


Choose  from  over  90  no-load  funds  including  these  proven  performers: 


Balanced  Fund 

7.1 8% 

11.55% 

7.07%. 

0.68% 

Lipper  Balanced  Funds  Average 

5.93% 

9.62% 

5.63% 

1.35% 

Global  Stock  Fund**" 

20.36% 

21.91% 

10.11% 

1.01% 

Lipper  Global  Large-Cap  Growth  Funds  Average 

13.47% 

17.18% 

7.36% 

1.89% 

Spectrum  Growth  Fund 

8.65% 

1 6.41  % 

8.09% 

0.81% 

Lipper  Multi-Cap  Core  Funds  Average 

6.48% 

13.33% 

7.07% 

1.72% 

Spectrum  Income  Fund 

6.19% 

7.85% 

6.47% 

0.70% 

Lipper  General  Bond  Funds  Average 

3.27% 

5.46% 

4.66% 

1.54% 

Spectrum  International  Fund*** 

1 5.73% 

22.08% 

9.26% 

0.97% 

Lipper  International  Multi-Cap  Core  Funds  Average 

12.18% 

20.77% 

9.09% 

1.73% 

The  new  T.  Rowe  Price  Mutual  Fund  Compare  Tool  lets  you  easily  compare  T.  Rowe  Price  Funds 
with  other  funds  you're  considering.  Just  go  to  troweprice.com/comparetool. 


Current  performance  may  be  higher  or  lower  than  the  quoted  past  performance,  which  cannot  guarantee  future  results. 
Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  again  or  loss  when  you  sell  your  shares.  To  obtain 
the  most  recent  month-end  performance,  call  us  or  visit  our  Web  site.  ***The  performance  information  shown  does  not 
reflect  the  deduction  of  a  2%  redemption  fee  on  shares  held  for  90  days  or  less.  If  it  did,  the  performance  would 
be  lower.  International  investing  involves  special  risks,  including  currency  fluctuations.  Request  a  prospectus  or  a 
briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other  information  that  you  should  read  and 
consider  carefully  before  investing.  All  mutual  funds  are  subject  to  market  risk,  including  possible  loss  of  principal. 


EasyTransfer  IRA  Service 

Our  EasyTransfer  IRA  Service  makes  it  easier  than  ever  to  transfer  an  existing  account  to  T.  Rowe  Price 
online  or  over  the  phone.  We  can  even  help  take  care  of  the  paperwork  for  you. 


ira.troweprice.com    1 .888.428.9890 


T.Rowefirice 


INVEST  WITH  CONFIDENCE 


\verage  annual  total  return  figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  "The  funds'  expenses 
■e  as  of  their  fiscal  year  ended  December  31,  2006  (except  for  Global  Stock  Fund,  which  is  as  of  its  fiscal  year  ended  October  31,  2006);  the  Lipper 
penses  are  based  on  the  fiscal  year-end  data  available  as  of  December  31,  2007. 

Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRAF076273 
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Shots  for  Grown-Ups 

Vaccines  aren't  just  for  kids  anymore. 
Here  are  ten  you  should  consider  |  By  Robert  Langreth 


RETIRED  NAVY  TECHNICIAN 
Lionel  Duke  developed  shin- 
gles in  spring  2002  in  his  right 
leg  and  buttocks.  The  pain 
was  so  bad  the  Santee,  Calif, 
resident  couldn't  sit  down  on  that  side, 
drive,  play  golf  or  do  much  of  anything. 
"It  felt  like  someone  hit  me  on  my  thigh 
with  a  baseball  bat.  It  hurt  to  do  every- 
thing," recalls  Duke,  79.  Sometimes  he 
broke  down  in  tears,  wondering  if  it 


would  ever  stop,  which  it  did  nearly  six 
months  later. 

A  new  vaccine  can  prevent  much  of 
this  misery.  Merck's  Zostavax  cuts  the 
incidence  of  shingles  by  half  and  was 
approved  in  May  2006  for  people  60  and 
up.  But  Merck  has  sold  a  modest  2  million 
doses  of  the  vaccine;  this  compares  to  50 
million  Americans  over  age  60.  It  costs 
about  $200  retail.  "Its  very  underutilized," 
says  Edward  Chapnick,  an  infectious  dis- 


ease specialist  at  Maimonides  Medical 
Center  in  Brooklyn.  "People  look  at  it  as  a 
mild  condition,  so  why  bother?" 

Not  a  lot  of  people  know  this,  but  you 
never  outgrow  your  need  for  vaccines.  The 
Centers  for  Disease  Control  &  Prevention 
recommends  ten  of  them  for  various  adult 
populations,  but  awareness  of  them  is  low. 
Only  one  out  of  five  adults  is  able  to  name 
a  single  vaccine-treatable  disease  other 
than  the  flu,  a  recent  survey  found.  Some 
people  figure,  wrongly,  that  all  their  child- 
hood vaccines  will  last  forever.  A  bigger 
problem  is  that  doctors  who  treat  adults 
aren't  focused  on  vaccines.  "They  are  wor- 
ried about  taking  care  of  people  with  kid- 
ney failure  and  heart  disease.  Prevention 
isn't  on  the  list,"  says  infectious  disease  spe- 
cialist Michael  N.  Oxman  of  the  VA  San 
Diego  Healthcare  System. 

Here  are  several  vaccines  to  consider: 

•  SHINGLES 

A  million  Americans  a  year  get  hit  by 
shingles,  an  excruciatingly  painful  rash  and 
infection  of  the  sensory  nerves  caused  by  the 
chicken  pox  virus.  Shingles  increases  in 
frequency  with  age  as  people's  immunity  to 
the  virus  declines;  over  half  of  those  who  live 
to  85  will  get  it.  In  severe  cases  the  pain  lasts 
for  years  and  can  make  ordinary  sensations 
unbearable. 

Even  so,  the  shingles  vaccine  is  a 
particularly  tough  sell.  It  must  be  frozen 
until  use.  It  isn't  covered  by  basic 
Medicare  like  the  flu  vaccine,  but  instead 
falls  under  the  Medicare  drug  benefit, 
with  its  complicated  co-pay  system.  Some 
doctors  don't  stock  it,  and  they  give 
patients  a  prescription  to  take  to  thel 
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The  Siemens  answer:  Early  detection  and  prevention. 


Siemens  is  combining  state-of-the-art  laboratory  diagnostics  with  imaging  technologies  with  the  goal  of  allowing 
disease  detection  at  the  earliest  stages.  Molecular  medicine  will  also  contribute  to  this  goal,  particularly  for  diseases 
like  cancer  or  Alzheimer's.  And  advances  in  healthcare  IT  will  make  healthcare  systems  more  efficient  -  and  even 
enable  more  specific  care  for  patients,  www.siemens.com/answers 


Answers  foi  life. 
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drugstore — then  the  patient  must  rush 
back  to  the  doctor  and  get  the  shot  before 
it  defrosts  and  spoils.  "If  you  wanted  to 
design  a  system  not  to  use  this  vaccine, 
that's  the  system  we  have,"  says  Vanderbilt 
University  infectious  disease  specialist 
William  Schaffner. 

Merck's  vaccine  is  a  supercharged 
version  of  the  chicken  pox  vaccine.  In  a  trial 
of  38,546  people  60  and  up,  sponsored  by 
the  VA  and  Merck,  a  single  dose  reduced  the 
incidence  of  shingles  over  the  next  three 
years  by  half  and  slashed  severe  cases  of 
postshingles  pain  (usually  lasting  three 
months  or  more)  by  two-thirds,  according 
to  the  results  in  the  New  England  Journal  of 
Medicine  (June  2,  2005). 

Internist  Chester  B.  Good  at  the  VA 
Medical  Center  in  Pittsburgh  worries  that, 
in  a  subset  of  trial  participants  stud-  ^ 
ied  carefully  for  side  effects,  more 
vaccinated  people  had  severe  med- 
ical problems  than  did  placebo 
patients  (1.9%  versus  1.3%).  More 
serious  medical  problems  weren't 
seen  in  the  overall  trial  population. 
Until  more  data  come  in,  Good 
says  "there's  no  rush"  to  get  the 
vaccine.  Lionel  Duke  begs  to  dif- 
fer: "Anybody  who  has  any  idea  of 
what  shingles  does  should  be  beg- 
ging to  get  this  shot." 


of  Illinois  at  Chicago  epidemiologist 
Mark  Dworkin.  The  coughing  spasms 
won't  kill  you  but  can  continue  for 
months,  and  in  bad  cases  induce  vomit- 
ing or  even  break  a  rib. 

A  combo  vaccine  approved  in  2005 
adds  a  pertussis  component  to  the 
tetanus-diphtheria  booster  shot  that 
adults  are  supposed  to  get  every  ten 
years.  Only  2%  of  adults  have  got  it  so  far, 
according  to  the  CDC  survey.  Dubbed 
"TDAP,"  the  combo  is  sold  by  Sanofi- 
Aventis  under  the  name  Adacel  for  ages 
1 1  to  64.  (Boostrix,  a  similar  combo  from 
GlaxoSmithkline,  is  approved  for  ages  10 
to  18.)  Dworkin  advises  people  who  are 
due  for  a  tetanus  booster  to  request  this 
vaccine.  The  pertussis  booster  is  espe- 
cially important  if  you  have  a  newborn 


•.V.  ;  ..A: 


•  WHOOPING  COUGH 

Whooping  cough  is  making  a 
comeback.  Cases  of  the  bacterial 
disease  pertussis,  nicknamed  for 
the  "whoop"  sufferers  sometimes 
make  as  they  gasp  for  breath  after  a 
long  coughing  spell,  have  risen 
from  1,010  in  1976  to  over  25,000 
today,  according  to  the  CDC. 

Doctors  used  to  think  that' 
whooping  cough  was  a  problem 
only  for  kids.  But  various  recent 
studies  have  found  that  up  to  30% 
of  prolonged  coughing  bouts  in 
adults  are  from  pertussis.  Better 
diagnostics  may  be  detecting 
more  cases,  but  plenty  are  a  result 
of  a  wearing-off  of  the  pediatric 
pertussis  vaccine.  Most  adults 
"are  walking  around  largely  or 
fully  susceptible,"  says  University 


HEALTHY  WEB  SITES 


Want  to  know  how  long  you  are  likely  to  live,  or  what 
your  odds  are  of  getting  prostate  cancer  or  some  other 
bad  disease?  Numerous  calculators  on  the  Web  will  esti- 
mate your  chances.  Here  are  some  of  our  favorites.— AX. 

Longevity 

/\  www.livingto100.corn 

^  This  calculator,  by  Boston  University  geriatrician 
t*f  Thomas  Perls,  subtracts  or  adds  years  based  on  a 
lifestyle  questionnaire  you  fill  in. 

Heart  Disease 

^}  hp2010.nhlbihin.net/atpiii/calculator.asp 
p  Estimates  your  risk  of  getting  heart  disease  over 
the  next  ten  years.  Uses  data  from  the  Framing- 
ham  Heart  Study. 

Prostate  Cancer 

www.compass.fhcrc.org/edmnci/bin/calculator/main.asp 
*k  Based  on  a  panel  of  5,500  healthy  men. 

Breast  Cancer 

j>\  www.cancer.gov/bcrisktool 

^  National  Cancer  Institute's  tool  spits  out  a  five-year 
t'S  risk  based  on  family  history,  age  and  other  factors. 

Hip  Fracture 

Af  hipcalculator.fhcrc.org. 

>V  Based  on  the  giant  Women's  Health  Initiative  study. 
'      Doesn't  require  bone  density  numbers. 


baby  or  are  expecting  one  soon;  the 
disease  can  give  the  child  a  fatal  infection. 

•  HEPATITIS  A  AND  B 

Acute  hepatitis  A  from  contaminated  food 
or  water  is  on  the  decline  thanks  to  child- 
hood immunization;  the  shot  has  been 
recommended  for  all  kids  since  2006. 
Most  adults  haven't  got  it.  International 
travel  is  among  the  most  common  hepati- 
tis A  risk  factors,  accounting  for  15%  of 
U.S.  cases  in  2005,  a  CDC  study  found.  The 
feds  recommend  the  vaccine  (sold  by 
Merck  and  GlaxoSmithkline)  for  adults 
traveling  to  where  the  virus  is  endemic. 
This  includes  places  like  China,  Southeast 
Asia  and  South  America. 

The  vaccine  against  hepatitis  B,  a| 
sexually  transmitted  disease,  has 
been  given  to  infants  since  1991. 
The  government  now  recommends 
it  for  all  sexually  active  adults  who 
are  not  in  a  long-term  monogamous 
relationship.  GlaxoSmithkline  sells 
a  combo  vaccine,  Twinrix,  that  hits 
both  A  and  B. 


•INFLUENZA  AND 

PNEUMOCOCCAL 

PNEUMONIA 

Millions  of  older  adults  still  don't 
get  these  vaccines  despite  wide 
availability.  The  flu  shot  is  recom- 
mended for  everyone  50  and  up;  in 
one  big  study  it  slashed  pneumonia 
hospitalizations  by  27%  in  the  eld- 
erly. The  pneumococcal  polysac- 
charide vaccine  is  for  everyone  65 
and  up.  It  reduces  potentially  fatal 
pneumococcal  bloodstream  infec- 
tions by  44%  to  47%. 

Other  recommended  vaccines 
include:  chicken  pox  vaccine  for 
adults  born  after  1980  who  never  got 
the  disease;  Merck's  human  papilloma- 
virus vaccine  for  young  women  up  to 
age  26;  meningococcal  vaccine  for 
first-year  college  students  in  dorms; 
and  measles/mumps/rubella  vaccine 
for  those  born  in  1957  or  later  who 
never  had  the  shot.  F 
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The  Siemens  answer:  Efficient  energy  supply. 


Finding  answers  to  climate  change  is  one  of  the  greatest  challenges  of  the  21st  century.  And  energy  efficiency 
plays  a  key  role.  Our  innovations  efficiently  generate,  transmit  and  distribute  the  power  we  need  while  drastically 
reducing  C02  emissions.  Sustainable  and  affordable  electricity- it's  good  for  the  environment  and  good  for  the 
people  who  depend  on  it  to  power  their  lives,  www.siemens.com/answers 


Answers  for  the  environment. 
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Bad 

Medicine 


WHY  ARE  PATIENTS  FORCED  TO 

GET  CARE  AT  BIG,  DANGEROUS 
HOSPITALS?  THE  HEART  OF  THE 

HEALTH  CARE  INDUSTRY  HAS 
FAILED  THE  CONSUMER. 

BY  DAVID  WHELAN 

ROBERT  BESSE'S  PAINFUL  ODYSSEY  BEGAN  WHEN  HE  CHECKED 
himself  into  Good  Samaritan  Hospital  in  Cincinnati  a  year  ago  to 
get  his  right  knee  replaced.  The  60-year-old  retired  pharmacist  had 
worn  down  the  joint  skiing  and  hiking  and  working  on  his  feet  for 
years.  After  the  surgery  Besse  recovered  for  four  days  in  a  room  he 
shared  with  another  gentleman  whod  had  stomach  surgery.  His 
roommate's  four  youngsters  would  visit  for  hours,  creating  a  racket, 
while  up  to  20  hospital  staff  a  day  would  come  in  the  room  to  exam- 
ine him,  bring  food  or  change  a  lightbulb.  A  student  nurse  would 
wake  Besse  up  to  ask  if  he  needed  a  new  pillow.  The  physical  thera- 
pist would  peel  back  a  bit  too  far  the  blue  brace  on  his  knee  and 
expose  the  bloody  gauze. 

Ten  days  after  leaving  the  hospital  his  knee  was  still  oozing  lots 
of  fluid.  "The  pain  was  off  the  scale,"  he  says.  One  of  his  surgeons 
took  a  look  and  immediately  had  him  admitted  to  a  different  hospi- 
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TALKING 

MAKES  COSTS. 

DOING 

MAKES  CARS. 

IBM  works  with  major  automotive  companies  to  create 
flexible  new  processes  and  systems  -  helping  them 
streamline  their  businesses,  reduce  operational  costs  and 
focus  more  on  building  cars.  Start  boosting  the  bottom  line 
at  ibm. com/do/automotive  STOP  TALKING  START  DOING 
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BAD 

MEDICINE  . 

tal,  where  he  declined 
rapidly.  Twice  during 
the  first  night  he  was  given  last  rites.  But  he 
survived  until  the  morning  when  the  surgeon 
opened  up  his  knee  again  and  found  a  raging 
staph  infection  that  took  two  rounds  of  sur- 
gery to  clean  up.  "I  wanted  out  of  there.  I 
couldn't  stand  it,"  he  says.  He  spent  the  next 
several  months  on  infused  antibiotics  and 
pain  medication.  He  was  barely  able  to  cele- 
brate his  sixtieth  birthday  with  his  family  in 
Breckenridge,  Colo.  He  already  has  a  strategy 
to  celebrate  future  birthdays:  "My  plan  is  stay 
the  hell  out  of  the  hospital,  period,"  he  says. 
(Good  Samaritan  can't  comment  on  the  case 
because  of  privacy  laws  but  says  it  has  a  com- 
prehensive infection -fighting  program.) 

Hospitals  are  still  the  heart  of  the  health 
care  industry,  consuming  a  third  of  the 
$2  trillion  U.S.  health  care  bill.  Some  are  very 
good.  But  many  are  not,  brimming  with 
infectious  bugs,  systemic  error  and  negative 
hospitality.  And  because  the  hospital  industry 
does  all  it  can  to  thwart  competition,  many 
communities  are  stuck  with  the  hospitals  they 
have.  One  in  200  patients  who  spends  a  night 
or  more  in  a  hospital  will  die  from  medical 
error.  One  in  16  will  pick  up  an  infection. 
Deaths  from  preventable  hospital  infections 
each  year  exceed  100,000,  more  than  those 
from  AIDS,  breast  cancer  and  auto  accidents 
combined.  The  presidential  candidates  are 
grappling  over  the  plight  of  the  unin- 
sured, yet  you're  five  times  more  likely 
to  die  from  visiting  a  hospital 
than  from  not  having  health 
insurance,  according  to  the 
not-for-profit  Committee  to 
Reduce  Infection  Deaths. 

Patients  have  a  choice,  but  it's  not 
widespread  yet.  It's  called  the  specialty 
hospital,  a  center  that  focuses  on  the  care  of  a 
particular  body  part  such  as  the  heart,  spine  or 
joints,  or  on  a  specific  disease  such  as  cancer. 
There  are  200  specialty  hospitals  in  the  U.S.  (out 
of  60,000  hospitals  overall),  and  they  often  de- 
liver services  better,  more  safely  and  at  lower  cost. 
A  recent  University  of  Iowa  study  of  tens  of  thousands  of  Medicare 
patients  found  that  complication  rates  (bleeding,  infections  or 
death)  are  40%  lower  for  hip  and  knee  surgeries  at  specialty  hos- 
pitals than  at  big  community  hospitals.  A  2006  study  funded  by 
Medicare  found  that  patients  of  all  types  are  four  times  as  likely 
to  die  in  a  full-service  hospital  after  orthopedic  surgery  as  they 
would  after  the  same  procedure  in  a  specialty  hospital. 

HealthGrades  is  a  quality  review  firm  that  ranks  hospitals  by 
their  complication  and  mortality  rates  (adjusted  for  the  health  of 
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Blake  Curd,  surgeon  and  co-owner  of  Sioux  Falls  Surgical  Center. 


"WE'RE  WILY. 
PHYSICIANS 
INNOVATE  IN 
HEALTH  CARE. 
HOSPITAL 
ADMINISTRATORS 
DO  NOT." 


the  patient  on  admittance).  According  to  Health- 
Grades,  specialty  hospitals  don't  always  outpace 
traditional  hospitals  in  quality  of  care,  but  they  are 
overrepresented  in  the  top  tier.  Three  of  the  nation's 
top  ten  cardiac  programs  are  at  specialty  hospitals  in 
South  Dakota,  Indiana  and  Texas.  Three  of  the  top  ten 
hospitals  for  total  joint  replacement  surgery  are 
specialty  centers  in  Oklahoma,  Ohio  and  Georgia. 
"Specialization  is  a  law  of  nature,"  says  Robert  Tibbs, 
a  neurosurgeon  and  part-owner  of  the  Oklahoma  Spine  Hospi- 
tal. "Spine  surgery  is  an  elective  procedure.  One  of  the  biggest  risks 
to  any  surgery  is  infections.  Here  we  don't  have  sick  people."  Last 
year,  out  of  1,773  patients  who  slept  over  at  the  hospital,  only  7 
got  an  infection.  That's  one-third  to  one-ninth  the  rate  seen  for 
similar  patients  at  a  big  hospital.  At  Oklahoma  Spine  anesthesi- 
ologists are  practiced  in  putting  patients  under  in  the  prone 
position  for  back  surgery.  At  a  big  hospital  few  anesthesiologists 
would  be  skilled  in  that  particular  task  "You  don't  take  your  Ford 
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Ireland's 


new  era 


Due  to  its  recent  peace  and  prosperity,  the  Irish  Republic  has  become  a  launching  pad  for  U.S.  companies 
and  is  attracting  more  American  foreign  direct  investment  (FDI)  than  China  and  India  together. 


;  u rope's  busiest  shopping  street  is  not  the  Champs-Elysees  in 
-  Paris,  London's  Oxford  Street,  or  Rome's  Via  Veneto.  It  is 
)'Connell  Street,  the  main  thoroughfare  in  Dublin. 

An  average  of  16,000  people  pass  along  O'Connell  Street  and 
he  adjacent  Henry  Street  every  hour,  according  to  figures  com- 
)iled  for  retailers  in  the  Irish  capital  —  more,  they  say,  than  the 
lumbers  traversing  any  other  European  city's  shopping  center. 

Perhaps  there  is  a  touch  of  blarney  in  this  claim,  but  it  is  a 
estament  to  the  buoyant  state  of  the  Irish  economy  and  the 
urrent  wealth  of  Irish  consumers. 

"Ireland  has  been  transformed,"  says  Seamus  Brennan,  min- 
ster for  arts,  sports  and  tourism.  "Twenty  years  ago,  we  had 
8%  unemployment,  18%  interest  rates  and  our  people  leav- 
ig  the  country  at  worrying  levels.  Today,  we  have  almost  full 
■mployment,  single-figure  interest  rates  and  economic  growth 
it  twice  the  European  average;  and  emigration  from  Ireland 
las  been  replaced  by  immigration  to  Ireland." 

\n  Exciting  Time  for  Ireland 

The  annual  per  capita  GDP  in  the  Irish  Republic  is  now  higher 
han  that  of  the  U.S.  at  $44,500  and  40%  above  that  of  the 
J.K.,  Germany,  France,  Italy  and  Spain.  "We  have  come  from 
amine  to  being  one  of  the  richest  countries  in  the  world,"  says 
irennan,  who  has  been  a  government  minister  in  various 
apacities  for  the  past  20  years. 

The  Irish  are  enjoying  and  utilizing  the  peace  and  prosperity 
hat  has  come  their  way  since  the  signing  of  the  Good  Friday 
\greement  in  1998. 

The  quality  of  life  in  the  republic  has  been  ranked  the  best  in 
he  world  in  a  survey  carried  out  by  London's  The  Economist 


magazine.  Social  analysts  suggest  that  the  essential  factors  for 
this  are  the  heady  blend  of  the  country's  strong  cultural  tradi- 
tions and  its  newfound  financial  security. 

"It's  a  very  exciting  time,"  says  Brennan.  "The  island  of 
Ireland  is  entering  a  new  era  of  economic  growth  as  an  entity. 
We  have  agreement  between  the  Northern  Ireland  government 
and  the  Dublin  government.  We  have  former  activists  in  the 
struggles  of  the  North  now  sitting  around  the  same  govern- 
ment table  in  Northern  Ireland.  Years  ago,  the  Prime  Minister 
of  Ireland  and  the  First  Minister  of  Northern  Ireland  could  not 
even  meet.  Now  they  talk  almost  on  a  daily  basis." 

Brennan,  an  economist,  says  the  three  areas  driving  the  eco- 
nomic transformation  have  been  the  investment  made  in  edu- 
cation, the  benefits  of  membership  in  the  EU  and  the 
maintenance  of  a  low  12.5%  business  tax  —  and,  of  course, 
the  peace  agreement  that  brought  to  an  end  40  years  of  con- 
flict in  the  North. 

The  economy  of  the  republic  remained  strong  and  stable  last 
year,  with  growth  estimated  to  have  been  around  5%.  Con- 
sumer spending  provided  a  significant  impetus,  offsetting  the 
effects  of  a  slowdown  in  property  prices  and  the  doldrums 
besetting  the  global  economy. 

However,  the  growth  rate  is  expected  to  drop  this  year,  and 
the  challenge  facing  the  Dublin  government  is  how,  in  the  face 
of  fiercer  international  competition,  it  can  maintain  and 
improve  the  nation's  prosperity. 

The  cornerstone  of  Ireland's  economic  success  since  the  mid- 
1990s  has  been  its  ability  to  attract  foreign  investment.  In 
addition  to  its  low  tax  rate,  the  Celtic  nation's  advantages 
include  the  quality  and  flexibility  of  the  English-speaking  work- 
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force,  the  transparency  and  forthright 
nature  of  business  practice,  the  appeal 
of  the  island  environment  and  the  leg- 
endary charm  of  the  Irish  people. 

More  than  1,300  foreign  companies 
have  chosen  the  republic  as  their 
European  base.  They  include  a  wide 
range  of  finance  and  insurance  firms, 
information  and  communication  technol- 
ogy services,  and  pharmaceutical  and 
medical  technology  companies. 

"In  the  last  three  years,  the  Irish  econ- 
omy has  created  nearly  90,000  new  jobs 
annually,"  says  Danny  McCoy,  director  of 
policy  at  the  Irish  Business  and  Employers 
Confederation.  "To  put  that  into  con- 
text, previously  it  took  26  years  to  create 
that  number  of  jobs."  Global  multina- 
tionals account  directly  for  more  than 


130,000  jobs  in  Ireland,  more  than  6% 
of  the  workforce. 

Ireland's  attributes  have  been  particu- 
larly appealing  to  the  U.S.  The  republic 
attracts  around  one-quarter  of  all  U.S. 
FDI,  half  of  which  is  concentrated 
around  Dublin.  Some  600  American 
companies  maintain  a  presence  in  the 
country,  directly  employing  more  than 
1 00,000  workers. 

The  extent  and  significance  of  the 
Ireland-U.S.  economic  links  were  put 
sharply  into  perspective  by  a  speech  to 
the  American  Chamber  of  Commerce  in 
Ireland  made  by  Dr.  Daniel  Hamilton, 
director  of  the  Center  for  Transatlantic 
Relations  at  the  School  of  Advanced 
International  Studies  at  Johns  Hopkins 
University. 


Quoting  U.S.  government  statistics,  he 
said  that  American  direct  investment  into 
Ireland  between  2000  and  2006  totaled 
$44.3  billion,  compared  with  just  $1 5.4 
billion  of  FDI  into  China  and  $5.3  billion 
into  India. 

While  income  from  U.S. -affiliated  com- 
panies has  been  steadily  growing  in 
China  and  India,  he  said,  that  increase 
was  matched  by  steady  growth  in  Un- 
affiliated income  in  Ireland. 

In  2000,  U.S.  affiliates  generated 
income  of  $5.8  billion  in  Ireland  com- 
pared with  just  $1 .4  billion  in  China  and 
India.  Six  years  later,  the  income  figure 
for  Ireland  was  $18.1  billion  compared 
with  $6.3  billion  for  China  and  India 
combined. 

By  Michael  Knipe 


The  Gal  way  Races  are  a  favorite 
event  for  corporate  entertainment. 


Where  business  is  a  pleasure 

When  it  comes  to  corporate  entertainment,  visitors  to 
Ireland  can  choose  between  top  conference  centers  and 
cultural  and  sporting  activities. 


Boosting  Ireland's  business  tourism  sector  has  become  a  top 
priority  for  both  the  Dublin  government  and  the  private  sector. 

Several  state-of-the-art  conference  centers  are  being  built 
to  offer  a  comprehensive  range  of  business  and  recreational 
facilities. 

The  appeal  of  Ireland  as  a  conference  location  for  the  inter- 
national business  community  is  enhanced  considerably  by  its 
cultural,  social  and  sporting  attractions.  Irish  music  and  the  his- . 
torical  haunts  of  literary  figures  such  as  Yeats,  Beckett  and 
Joyce  have  a  strong  appeal,  particularly  to  American  visitors, 
and  so  do  the  republic's  sporting  attractions. 

High  on  this  list  is  the  island's  appeal  to  golfers.  Ireland  has 
the  distinction  of  having  more  links  golf  courses  than  anywhere 
else  in  the  world. 

Given  their  location  in  coastal  areas,  links  courses  tend  to  be 
windy  places  characterized  by  uneven  fairways,  thick  roughs 
and  small  bunkers,  and  therefore  are  particularly  challenging  to 
golfers  who  are  used  to  parkland 
courses. 

"For  people  who  want  to  experi- 
ence links  golf  at  its  finest,  Ireland 
is  the  place,"  says  Brennan.  "A 
good  example  is  Ballybunion  in 
County  Kerry  in  the  Southwest, 
where  President  Clinton  played 
and  continues  to  play  on  a  regular 
basis." 

Another  top  favorite  is  the  Royal 
County  Down  course,  which  is  sit- 
uated dramatically  below  the 
Mountains  of  Mourne  and  Slieve 
Donard,  Northern  Ireland's  highest 
mountain  peak. 

Horse  racing  and  horse  breeding 


The  appeal  of 
Ireland  as  a 
conference 
location  for  the 
international 
business 
community  is 
enhanced 
considerably  by 
its  cultural,  social 
and  sporting 
attractions. 


are  also  a  huge  and  important  business  and  tourist  attraction. 
"The  horse  is  at  the  heart  of  Irish  culture,"  says  Brennan.  "We 
have  more  than  30  race  tracks  on  the  island,  27  in  the  republic 
and  four  or  five  in  the  North." 

The  Galway  Races  are  the  most  famous  and  have  become  a 
favorite  event  for  corporate  entertainment.  The  races  are  held 
at  the  Millennium  Stand,  which  cost  $19  million  to  construct. 
"It's  an  extravaganza,"  says  Brennan.  "The  seven  days  of  the 
Galway  Races  are  worth  $118  million  to  the  region." 

The  Summer  Festival  Meeting  runs  for  seven  days  from  the 
last  Monday  in  July,  and  in  2007  attracted  a  record  210,000 
spectators.  Total  prize  money  for  the  51  sponsored  races 
reached  $2.8  million  and  the  betting  turnover  totaled  $45.8 
million. 

Breeding  and  exporting  thoroughbred  horses  are  also  big 
businesses  for  the  republic.  "We  are  number  one  in  Europe, 
and  I  think  that,  in  volume  terms,  we  are  only  surpassed  by  the 
U.S.  and  Australia,"  says  Brennan. 

Fishing  is  another  popular  participatory  sport,  but  the  repub- 
lic's most  unique  spectator  attraction  is  the  ancient  Gaelic 
game  of  hurling.  Similar  to  hockey  and  played  with  a  curled 
stick  and  a  bail,  it  is  reckoned  to  be  the  world's  fastest  field- 
team  sport  and  probably  one  of  the  most  dangerous,  apart 
from  ice  hockey. 

"Anyone  who  comes  to  Ireland  and  sees  hurling  is  absolutely 
fascinated  by  it,"  says  Brennan.  "Indeed,  all  these  activities  are 
proving  to  be  appealing  attractions  for  the  international  busi- 
ness tourism  sector." 
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Prime  Destination 

Americans  are  helping  to  fuel 
Ireland's  tourism  revival,  and  there 
are  now  ten  U.S.  gateway  cities 
offering  direct  flights. 

or  the  second  year  running,  the  island 

of  Ireland  welcomed  a  record  number 
of  tourists  in  2007,  amounting  to  more 
than  9  million  visitors. 

This  achievement  reflects  the  benefits 
of  both  Irish  governments  and  the  British 
government  joining  forces  and  establish- 
ing Tourism  Ireland  to  market  the  attrac- 
tions of  the  island  as  one  entity. 

The  Good  Friday  Agreement,  which 
brought  an  end  to  the  conflict  in  the 
North,  allows  visitors  to  travel  easily  and 
peacefully  from  one  end  of  the  island  to 
the  other. 

While  Dublin  and  the  Southwest  are 
the  most  popular  destinations,  Northern 
Ireland  has  become  the  third,  attracting 
20%  of  visitors. 

"It  is  particularly  exciting  that  we  are 
fully  united  in  marketing  the  island  of 
Ireland  as  a  destination,"  says  Brennan. 
"This  would  have  been  unthinkable  five 
years  ago." 

Tourism  Ireland,  the  company  responsi- 
ble for  promoting  the  appeal  of  the 
entire  island,  is  funded  by  both  Irish  gov- 
ernments. 


"The  entity  was  brought  into  existence 
to  secure  cooperation  in  the  tourism  sec- 
tor .in  both  parts  of  the  island,"  says  Paul 
OToole,  the  company's  chief  executive. 
"The  re-introduction  of  direct  govern- 
ment in  Northern  Ireland  signalled  a  land- 
mark change  in  how  politics  are  done  in 
Ireland.  Not  only  can  we  talk  about 
Northern  Ireland  in  the  context  of  a  suc- 
cessful peace  process,  but  we  can  talk 
about  it  in  the  context  of  people  who 


come  from  different  traditions,  have  dif- 
ferent points  of  view  and  a  very  difficult 
history,  and  who  can  now  sit  down  and 
use  politics  to  create  a  better  society." 

OToole  says  that  while  there  are  dif- 
ferent traditions  on  the  island  of  Ireland, 
there  are  also  powerful  shared  similari- 
ties. "There  are  many  common  themes, 
and  by  not  being  afraid  of  the  past  and 
not  being  afraid  to  acknowledge  their 
differences,  the  two  traditions  can  deliver 
a  powerful  message  for  visitors." 

Ireland's  appeal  as  a  tourism  destina- 
tion, he  says,  can  be  grouped  under 
three  headings.  The  first  is  its  people: 
"Whether  they  are  from  the  North  or 
the  South,  they  are  warm,  welcoming, 
friendly  and  genuine."  The  second  is 
the  place  itself:  "We  have  a  beautiful, 
scenic  landscape  and  a  clean  environ- 
ment. There  is  great  variety,  and  attrac- 

(above)  Northern  Ireland's 
Armagh  County  Golf  Club, 
(left)  Londonderry  offers  a 
year-round  schedule  of  festivals. 


tions  are  easily  accessible,  whether  it  is 
the  Ring  of  Kerry  or  the  Glens  of 
Antrim." 

The  third  component  is  the  island's 
culture:  "This  is  both  a  living  and  tradi- 
tional culture.  The  Republic  of  Ireland 
went  in  a  particular  direction.  Northern 
Ireland  went  in  a  different  direction.  But 
for  a  lot  of  that  history  we  were  one 
island  under  one  jurisdiction,  so  there 
are  many  common  themes." 

Visitors  from  North  America  are 
increasing  annually.  While  many  are 
drawn  from  the  sons  and  daughters  of 
the  Irish-American  diaspora,  this  pattern 
is  changing,  says  OToole.  "What  we  are 
seeing  is  more  and  more  people  with  no 
ethnic  links  to  Ireland,  who  simply  con- 
sider Ireland  a  destination  they  wish  to 
visit." 

Indeed,  the  island's  appeal  to 
Americans  is  such  that  there  are  now  tei 
U.S.  gateway  cities  offering  flights. 
"There  are  more  direct  U.S.  flight  servic- 
es to  Ireland  than  there  are  to  Spain, 
which  is  ten  times  our  size,"  says 
OToole. 

Although  Tourism  Ireland  is  pleased 
with  the  4%  increase  in  visitor  figures 
from  last  year,  the  company  remains 
concerned  about  the  potential  effects  ol 
a  strengthening  euro  and  the  continuinc 
decline  of  the  American  economy. 

"For  U.S.  visitors,  it  is  a  European-wid< 
problem,  not  simply  an  Irish  one,"  says 
OToole.  "But  if  we  are  asking  U.S.  visi- 
tors to  come  here  and  spend  time  and 
money  with  us,  our  concern  is  that  they 
should  gain  value,  and  this  can  be  deliv- 
ered in  various  ways. 

"We  believe  the  number  of  visitors  wi> 
continue  to  grow.  The  cost  of  getting 
here  is  becoming  cheaper  because  of  th< 
competitive  airline  market.  The  cost  of 
accommodation  will  also  be  competitive 
because  providers  understand  the 
dynamics  of  the  market  and  are  putting 
value  into  place.  The  third  part  of  the 
equation  is  that  if  visitors  do  have  to  pa^ 
a  little  more  because  of  the  dollar-euro 
situation,  then  we  must  ensure  that  the^ 
obtain  value  for  their  money." 
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to  the  VW  mechanic,"  says  Tibbs'  partner  Stephen  Cagle. 

In  most  industries  the  lumbering,  unresponsive  incumbent 
gets  wiped  out  by  the  nimble  newcomer,  or  at  least  is  spurred  to 
improve  its  ways.  The  nations  public  education  system  has  the 
charter-school  movement  to  keep  it  honest.  Microsoft  has 
Google.  But  over  the  past  several  years  the  hospital  industry, 
through  legally  questionable  bullying  tactics  and  arduous  lobby- 
ing, has  all  but  stamped  out  expansion  of  the  specialty  hospital 
sector,  the  only  real  competitive  threat  it  has  ever  faced. 

In  combating  the  threat,  the  large,  all-purpose  hospitals  don't 
talk  much  about  infection  rates  or  medical  results.  They  have  a 
very  different  weapon,  something  that  politicians  find  as  scary  as 
methicillin-resistant  staph:  the  "conflict  of  interest"  charge.  Doc- 
tors who  send  patients  to  hospitals  they  own  will  be  tempted  to 
overprescribe.  So  the  arrangement  should  be  outlawed.  This 
thinking  finds  its  way  into  federal  laws  that  prohibit  kickbacks 
for  medical  referrals  and  forbid  doctors  to  own  part  interests  in 
providers  they  refer  business  to.  A  loophole  in  the  law  allows 
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referring  doctors  to  own  a  hospital  out- 
right, which  explains  how  some  specialty 
hospitals  came  into  existence.  But  the  conflict  charge  remains 
potent  in  the  battle  to  stop  new  specialty  hospitals. 

After  fierce  lobbying  by  the  hospital  industry,  Congress  in 
2003  passed  new  Medicare  rules  that  effectively  banned  new 
physician-owned  specialty  hospitals.  The  ban  was  extended  until 
August  2006.  Since  then  only  a  couple  dozen  specialty  hospitals 
have  been  built.  With  Democrats  controlling  both  houses  of  Con- 
gress, there  is  currently  a  move  to  restore  the  ban  and  make  it  per- 
manent. Last  year  California  Democrat  Fortney  (Pete)  Stark  Jr., 
chairman  of  the  House  subcommittee  that  controls  Medicare 
spending,  added  a  specialty  hospital  ban  to  a  bill  expanding  the 
program  for  health  insurance  subsidies.  The  bill  died  in  the  Sen- 
ate, but  the  issue  will  doubdess  come  up  again  this  year. 

Stark,  who  20  years  ago  helped  write  the  laws  that  reg- 
ulate what  businesses  physicians  can  invest  in,  has  been 
trying  to  ban  doctor-owned  specialty  hospitals  since  the 
1970s.  "These  doctors  are  not  entrepreneurs. 
They're  getting  a  kickback  from  referring  patients," 
says  Stark.  "They  make  enough  money"  Of  the 

KRABBENHOFT  COMPARES  THE 
DOCS  WHO  LEFT  TO  START  A  HEART 
HOSPITAL  TO  "ENRON'S  KEN  LAY" 
AND  "GUYS  WHO  ROB  BANKS." 


patients  who  prefer  smaller  facilities:  "If  that's  what  they 
want,  back  rubs  and  silk  robes,  go  to  India." 

The  specialty  hospitals  say  that  the  kickback  argu- 
ment is  a  smokescreen.  Three-quarters  of  the  doctors 
who  refer  patients  to  specialty  hospitals  have  no  finan- 
cial stake  in  the  hospital.  Blake  Curd,  a  40-year-old 
hand  surgeon  who  is  an  investor  in  the  Sioux  Falls  Sur- 
gical Center,  has  been  going  to  Washington  every  six 
weeks  for  the  last  two  years  begging  legislators  not  to 
outlaw  his  industry. 

Curd  says  he  makes  95%  of  his  money  from  fees 
that  do  not  flow  through  his  hospital's  coffers.  The 
main  benefits  to  him  and  his  partners,  Curd  says,  are 
that  patients  are  happier  because  the  staff  is  skilled  at 
doing  one  kind  of  surgery  and  that  the  hospital  can  see 
more  patients  because  the  place  runs  smoothly.  Health- 
Grades  rates  Sioux  Falls  Surgical  Center  as  the  best 
place  to  get  a  knee  done  in  the  region. 

Specialty  hospitals  are  only  a  more  dramatic  step  in 
the  long-term  expansion  of  medical  services  beyond 
hospital  walls.  Labs  and  X-ray  machines  have  been 
gone  for  years.  A  cataract  removal  used  to  mean  a  week 
in  the  hospital.  Now  it's  done  in  an  hour  in  a  strip-mall 
office.  Same  goes  for  getting  a  knee  scoped  or  a 
colonoscopy. 

The  specialty  hospital  movement  got  off  the 
ground  20  years  ago  when  Alan  Pierrot,  an  orthopedic 
surgeon  in  Fresno,  Calif,  decided  to  start  adding  serv- 
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ices  to  an  outpatient  surgical  office  he  was 
already  running.  In  1984  he  got  together 
with  76  other  doctors  as  investors.  Two  years  later  they  lobbied 
the  state  legislature  to  allow  them  to  add  a  recovery  ward,  X-ray 
unit  and  kitchen  to  convert  the  surgery  center  into  a  hospital. 

Slipping  in  under  the  radar  of  the  big-hospital  industry,  the 
Fresno  Surgery  Center  became  the  best 
place  in  the  city  to  get  knee  or  hip 
surgery,  according  to  HealthGrades' 
research.  The  established  providers  did 
not  welcome  the  competition.  The  chief 
of  Saint  Agnes  Medical  Center,  a  nearby 
big  hospital,  told  Pierrot  that  he  had 
done  a  "disservice  to  his  community." 

Pierrots  idea,  that  patients  sharing 
the  same  symptoms  might  benefit  from 
being  away  from  other  kinds  of  patients 
and  being  cared  for  by  staff  skilled  in 
one  sort  of  procedure,  had  precedents. 
Doctors  in  Thornhill,  Ont.  built  the 
Shouldice  Hernia  Centre  in  1945.  Dr. 
Shouldice  rejected  the  idea  that  a  hernia 
should  be  given  to  a  young  surgical  res- 
ident or  treated  as  a  bread-and-butter 
procedure.  By  1983,  according  to  a  fa- 
mous Harvard  Business  School  case 
study,  the  hospitals  12  surgeons  were 
each  performing  80  hernia  repairs  a 
month,  which  is  20  times  the  number 
done  by  the  typical  general  surgeon. 
Shouldice  surgeons  use  techniques  and 
quality  controls  that  have  made  the  hos- 
pital an  international  destination  for 
patients  whose  initial  hernia  repairs  have 
failed.  The  average  chance  of  a  hernia 
recurrence  after  repair  at  Shouldice  is  less 
than  1%.  The  U.S.  average  is  5%  to  10%. 

Pierrot's  success  in  Fresno  attracted 
copycats — until  the  big  hospitals 
started  fighting  back.  The  office  of 
Cindy  Morrison,  vice  president  of  pub- 
lic policy  at  Sanford  Health  in  Sioux 
Falls,  S.D.,  is  headquarters  for  the  anti- 
specialty-hospital  movement.  In  an 
aggrieved  tone  she  gives  the  rundown 
of  why  specialty  hospitals  must  be  shut 
down.  Only  doctors  can  admit  patients 
to  hospitals,  she  says.  Hospital  adminis- 
trators cannot.  So  it's  unfair  for  doctors 
to  own  hospitals. 

Morrison's  employer  has  a  history.  In  1999  its  cardiology  and 
cardiac  surgery  group  stopped  using  the  big  hospital  and  left  to 
build  what  is  now  called  Avera  Heart  Hospital  of  South  Dakota. 
The  fleeing  doctors  say  that  Sanford  Health's  chief  executive,  a 
charismatic  onetime  college  basketball  star  named  Kelby 
Krabbenhoft,  tried  to  force  them  to  become  employees.  Krab- 
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If  you  think  hospitals  are  dangerous,  try  compar- 
ing them.  No  gold-standard  ranking  system  exists. 
HealthGrades,  a  rating  firm  that  grinds  through  tens 
of  millions  of  records  every  year,  has  a  decent 
system.  It  estimates  outcomes  in  31  categories, 
adjusting  for  the  health  of  admitted  patients,  and 
scores  hospitals  against  that  bogey.  Some  top 
scorers  in  the  U.S.  in  cardiac  care  and  surgeries  are 
big  hospitals  like  the  Mayo  Clinic  But  specialty  cen- 
ters fare  very  well.  Big  hospitals  say  HealthGrades' 
analysis  is  too  shallow  to  reflect  the  amount  of 
patient  cherry-picking  at  the  specialty  hospitals. 
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SPECIALTY  HOSPITALS  IN  RED 

benhoft  wanted  to  dominate  the  Sioux  Falls  market  by  creating 
an  integrated  system  in  which  the  hospital  owns  a  health  plan 
and  a  huge  practice  of  primary  and  specialty  doctors  who  all  refer 
to  one  another.  The  hospital  employs  almost  400  doctors. 

According  to  Krabbenhoft,  the  heart  doctors  wanted  owner- 
ship of  Sanford's  cardiac  catheterization  lab,  which  was  built 
with  nonprofit  money,  and  were  threat  - 
ening  to  leave  if  he  didn't  give  it  to 
them.  (The  doctors  deny  making  such 
a  threat.)  Krabbenhoft  compares  the 
docs  to  "Enron's  Ken  Lay"  and  "guys 
who  rob  banks." 

The  doctors  bolted  anyway,  and 
built  the  $55  million  Avera  Heart  Hos- 
pital with  help  from  a  public  company 
called  MedCath  and  a  nearby  Catholic 
hospital.  Krabbenhoft  made  counter- 
moves  to  hang  on  to  some  of  the  cardi- 
ologists, paying  one  of  them  $1.5  mil- 
lion a  year  for  ten  years  to  remain  on 
staff,  plus  bonuses  based  on  how  much 
ancillary  business  he  generated.  Spe- 
cialty hospital  doctors  grumbled  that 
the  compensation  was  designed  to 
injure  a  new  competitor — and  repre- 
sented the  same  kind  of  conflict-of- 
interest  pay  that  the  big  hospitals 
objected  to.  Krabbenhoft  says  he  was 
trying  to  retain  his  cardiology  program. 

But  Avera  was  a  big  success.  Health - 
Grades  calls  Avera  one  of  the  top  ten 
cardiac  centers  in  the  country.  Only  1.2% 
of  heart  failure  patients  died  there 
between  2004  and  2006.  Sanford  Health 
across  town  came  in  at  4.4%.  Morrison 
contends  that  the  specialty  hospital 
cherry-picks  healthier  patients. 

Prices  are  also  9%  lower  than  at  the 
big  hospitals  in  town,  says  Jon  Soder- 
holm,  the  heart  hospital's  president. 
(Sanford  says  it's  impossible  to  accu- 
rately compare  prices.)  The  only  thing 
that  the  heart  hospital  is  guilty  of,  in 
Soderholm's  mind,  is  having  a  70%  mar- 
ket share.  "They're  all  frigging  dino- 
saurs," says  anesthesiologist  Donald 
Schellpfeffer,  who  helped  start  the  Sioux 
Falls  Surgical  Center,  a  specialty  venue, 
in  1996. 

Oklahoma  is  another  flash  point  in 
the  battle  between  the  generalists  and  the  specialists.  The  incum- 
bent there  is  Oklahoma  City's  O.U.  Medical  Center,  a  corner- 
stone of  its  community  for  a  century  and  the  home  of  the  state 
medical  school's  teaching  hospital.  Since  1997  it  has  been  run  by 
the  $25  billion  (revenue)  privately  held  HCA. 

Nine  years  ago  the  Oldahoma  Spine  Hospital  popped  up 
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across  town,  owned  by  a  handful  of  its  doc 
tors.  In  2002  the  Oklahoma  Heart  Hospital 
opened  up  across  the  highway  from  the  spine  outfit.  Both  are 
giving  OU  Medical  the  fits.  Two  years  ago  J.  Andy  Sullivan,  a 
pediatric  orthopedic  surgeon  and  chief  medical  officer  of  the 
university-affiliated  hospital,  told  a  Senate  committee  that  the 
little  spine  hospital,  and  the  six  other  specialty  hospitals  like  it  in 
the  city,  were  an  unethical  distortion  of  the  free  market.  Its  doc- 
tor-owners were  stealing  his  most  profitable  patients.  Sullivan,  a 
town  hero  who  crawled  under  the  rubble  of  the  Alfred 
P.  Murrah  building  to  amputate  a  woman's  leg  with  a 
pocket  knife,  was  a  persuasive  witness.  Medicare  soon 
implemented  its  own  ban  on  new  physician- 
owned  specialty  hospitals. 

Several  months  after  Sullivan  returned  home 
from  Washington  he  attended  a  meeting  with  50 
other  surgeons  in  town  to  discuss  lapses  in  trauma  care, 
which  Sullivan  and  HCA  blamed  on  specialty  hospital  doc- 
tors. Stephen  Cagle,  one  of  the  surgeons  from  Oklahoma 
Spine,  got  up  to  speak  and  addressed  Sullivan:  "You're 
nothing  but  a  corporate  prostitute."  Sullivan  fired  back 
but  in  a  recent  interview  says  he  shouldn't  have  called 
the  other  doctors  "unethical"  in  his  remarks  to  Congress. 

Specialty  hospitals'  financial  success  is  part  of  what 
rankles  their  large  competitors,  especially  given  that 
they  get  paid  the  same  for  a  given  procedure.  As  she 
walks  by  the  player  piano  in  the  lobby  of  the  Oklahoma 
Heart  Hospital,  chief  operating  officer  and  nurse  Peggy 
Tipton  explains  that  the  $108  million  hospital  did  more 
than  1,000  bypasses  and  valve  repairs  last  year.  Its 
patient  charts  and  drug  ordering  are  all-digital.  It  has  a 
one-to-one  nurse-patient  ratio  in  critical  care  and  one- 
to-four  in  the  rest.  Patients  are  transported  by  nurses, 
not  orderlies.  The  elapsed  time  from  when  a  patient 
arrives  at  the  ER  to  treatment  in  the  cath  lab  is  never 
more  than  90  minutes. 

When  an  ambulance  carrying  a  patient  in  full  car- 
diac arrest  arrives,  Oklahoma  Heart's  ER  workers  apply 
ice  packs.  That  preserves  brain  cells,  yet  isn't  done  in 
most  hospitals.  "Before  they  built  this  the  doctors  listed 
everything  they  didn't  like  about  other  hospitals," 
Tipton  says. 

The  big  rise  in  hospital  errors  and  infections  has 
spurred  Medicare  to  reconsider  how  it  pays  for  services, 
potentially  refusing  to  pay  for  procedures  ordered  as  a 
result  of  medical  error.  This  plays  into  the  hands  of  the 
specialty  hospital  movement.  But  don't  expect  their  qual- 
ity advantages  to  win  the  day  in  Washington.  Political 
action  committees  associated  with  HCA,  the  American 
Hospital  Association  and  the  Federation  of  American 
Hospitals  have  already  donated  $2  million  this  election 
cycle  to  political  campaigns.  "The  only  way  to  solve  this  is 
to  put  the  cat  back  in  the  bag,"  says  Charles  (Chip)  Kahn, 
president  of  FAH.  At  the  state  level  hospitals  still  rule. 
Hospital  safety  advocates  expect  the  California  Hospital 
Association  to  kill  a  new  bill  that  would  force  hospitals  to 


report  staph  infections.  Shouldn't  patients  be  able  to  comparison- 
shop  for  safety?  "Consumers  do  not  have  the  ability  to  do  that,"  says 
Deborah  Rogers,  a  vice  president  at  the  CHA. 

During  one  of  hand  surgeon  Blake  Curd's  recent  Washington 
forays,  he  got  a  meeting  with  Representative  Stark,  who  laughed 
him  off,  he  says,  and  told  the  doctor  his  profession  had  missed 
the  boat  on  owning  hospitals  years  ago:  "You  guys  abandoned 
your  post  and  let  the  hotel  management  crowd  take  over." 

Curd  thinks  a  ban  is  coming  but  that  once  it's  all  settled 
doctors  will  find  a  different  way  of  delivering  health  care  that 
works.  "We're  wily,"  he  says.  "Physicians  innovate  in  health  care. 
Hospital  administrators  do  not."  F 


Dirty  Tricks 

THE  HEARTLAND  SPINE  &  SPECIALTY  HOSPITAL  OUTSIDE  KANSAS  CITY, 

Kans.  opened  its  doors  in  2003  but  found  it  tough  to  talk  its 
way  into  any  health  insurer's  network.  Heartland  alleged  in 
a  2005  lawsuit  that  nearby  hospitals  threatened  to  jack  up 
their  prices  if  any  insurer  added  Heartland  to  their  network. 
One  hospital,  Saint  Luke's,  convened  annual  dinners  for 
insurance  executives  at  the  Classic  Cup  restaurant  where 
they  compared  notes  on  Heartland.  A  federal  judge  in 
October  found  enough  evidence  of  a  conspiracy  to  send  the 
case  to  trial.  A  similar  lawsuit  was  filed  more  recently  by 
doctors  in  Houston  who  lost  $12  million  in  a  now  shuttered 
minihospital. 

HCA  Senior  Vice  President  Victor  Campbell  stands  by  the 
argument  that  doctors  shouldn't  be  allowed  to  admit  patients 
to  their  own  hospitals.  "This  is  truly  the  most  unfair  competi- 
tion that  we've  seen,"  he  says.  Hypocrisy  alert:  HCA  co-owns 
108  ambulatory  surgical  centers  and  one  surgical  hospital  with 
doctors  as  its  partners,  a  fact  unmentioned  in  a  20-page  lobby- 
ing binder. 

Hospitals  have  also  crushed  their  competitors  by  chok- 
ing off  referrals.  The  Heart  Hospital  of  Milwaukee  had  to 
close  its  doors  in  2004  after  primary  care  doctors  stopped 
sending  patients,  at  the  behest  of  the  nonprofit  hospitals 
that  owned  their  practices.  Bruce  Wilson,  a  cardiologist  and 
cofounder  of  the  Milwaukee  hospital,  is  still  bitter,  and 
paying  off  a  $250,000  note.  "Being  an  entrepreneur  in 
Milwaukee  is  like  volunteering  for  an  orchiectomy," 
Wilson  says. 

Baptist  Health,  the  dominant  chain  in  Arkansas,  tried  to 
kick  doctors  off  its  staff  after  they  invested  in  two  competing 
hospitals  in  Little  Rock.  Fair  enough,  but  then  Baptist  Health 
went  further,  telling  one  of  its  gynecological  surgeons  that  she 
was  no  longer  welcome  to  work  there  because  her  husband,  a 
neurosurgeon,  had  invested  in  one  of  the  surgical  hospitals. 
She  sued  and  eventually  won  a  settlement  that  allowed  her  to 
continue  practicing.  Several  cardiologists  in  town  filed  similar 
suits,  along  with  the  American  Medical  Association.  The  trial  is 
scheduled  for  March.  —  D.W. 
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Got  a  Match? 

For  pyrotechnic  excess  nothing  beats  las  Fallas, 
Spain's  annual  orgy  of  parades,  floats,  fires  and  explosions.  Between 
immolations,  try  the  pumpkin  doughnuts  |  By  Alan  Farnham 


F  YOU'VE  EVER  THOUGHT  WHILE  WATCHING  THE  MACY'S 
I  Thanksgiving  Day  Parade,  "You  know,  this  is  nice.  But  wouldn't  it 
I  look  better  set  on  fire?"  then  las  Fallas— Spain's  annual  homage  to 
I  everything  explosive  or  combustible— is  for  you.  Each  March  the 
I  800,000  citizens  of  Valencia,  abetted  by  as  many  visitors,  thrill  to 
flames  and  detonations.  Excitement  builds  to  a  fiery  final  ceremony, 
the  Cremd,  on  Mar.  19,  when  700  sculptures  made  of  wood,  papier-mache, 
cardboard  and  polyurethane  are  admired  and  then  immolated. 

These  fallas  (the  word  applies  both  to  the  sculptures  and  to  the  event) 
stand  as  tall  as  90  feet  and  depict  characters  unbeloved  by  the  public, 
including  politicians  and  celebrities.  They  can  cost  $1  million  each. 
Building  them  takes  a  year.  Reducing  them  to  ashes  takes  but  a  few  min- 
utes. Spectators  go  wild  at  the  sight,  seeming  to  find  liberation  in  the 
destruction  of  objects  so  artfully  and  painstakingly  wrought.  Its  as  if 


Hotfoot:  An 
adorable  cherub 
(far  left)  wishes 
too  late  he'd 
worn  his  f lame- 
retardant  booties. 
Red  devil  revelers 
(above)  strew 
sparks  in  Valen- 
cia's annual 
Cabalgata  del  Foe 
(Fire  Parade). 
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fyou  were  my  sister and  a  breast  cancer  survivor ; 
d  want  you  to  do  every  thing  you  can  to  keep 
from  coming  back.  Td  tell  you  there  are 
ood  reasons  to  be  optimistic. " 

ellClty  Huffman,  Entertainment  Industry  Foundation  Ambassador 


?re  are  more  than  2  million  women  in  the  US  who  are 
:ast  cancer  survivors,  and  many  of  us  have  family 
i  friends  who  are  touched  by  this  disease. 

you  know,  there  is  a  chance  that  breast  cancer 
1  return.  There  are  treatment  choices  after  surgery 
it  can  significantly  reduce  the  risk  of  recurrence, 
k  to  your  doctor  about  your  options  and 
d  out  which  is  right  for  you. 


ou  are  already  on  a  treatment,  stay  on  it 
t  as  your  doctor  says. 


gether,  we  are  all  sisters  in  this  fight 

f )    Get  the  facts  about  breast 
cancer  and  reducing  your 
risk  of  recurrence. 


iase  visit  getbcfacts.com/EIF 
call  1-877-OUR-SISTERS 


AstraZeneca  J 

Dedicated  to  the  fight  against 
breast  cancer  for  over  30  years 

PIP    Women's  Cancer  Programs 

C  1 1    i  V  Entertainment  Industry  Foundation  Initiatives 


ForbesLife 


Da  Vinci,  upon  finishing  the  "Mona  Lisa,"  had  stuck  his  finger 
through  it. 

The  fallas  range  from  the  whimsical  to  the  risque.  Subjects 
recently  lampooned  have  included  Michael  Jackson,  Pope 
Benedict  XVI,  Spain's  King  and  Queen  and  the  competitors  for 
the  Americas  Cup,  which  is  being  raced  in  Valencia.  Another 
falla  depicted  the  adoration  of  a  dildo  by  three  nun's.  After 
protests,  the  offending  object  was  transmuted  to  a  candle. 


The  doomed  sculptures — some 
700  in  all — take  a  year  to  build 
and  can  cost  S1  million  each. 
Many  depict  unbeloved  figures. 


During  the  weeklong  festival 
pyrotechnics  punctuate  every 
minute.  Each  dawn  brings  the  des- 
perta,  a  throat-clearing  of  crackers 
and  torpedoes  set  off  neighbor- 
hood-by-neighborhood. The  night 
sky  blazes  with  chrysanthemums, 
bombettes  and  comets. 

Every  afternoon  at  2  oclock  in 
the  town  square  come  the  whis- 
tles, pops,  bangs  and  thundering 
concussions  of  the  masdeta,  an  outdoor  pyrotechnic  performance 
intended  for  the  ears,  not  the  eyes.  Margaret  Sullivan,  an  Ameri- 
can living  in  Valencia,  says  there's  nothing  like  it  in  the  U.S.  "It  builds 
to  a  crescendo  behind  a  screen  of  smoke  and  is  very  exciting.  There's 
the  crush  of  people,  the  smell  of  gunpowder,  the  queen  [honorary 
queen  of  las  Fallas]  and  her  court.  It's  magnificent!" 

Sounds  from  the  electrically  fired  explosions  come  in  clusters 
and  combinations,  with  changing  rhythm  and  intensity,  the  thuds 


landing  like  fighters'  punches  on  a  heavy  bag.  A  mascleta 
consumes  290  pounds  of  gunpowder  in  a  matter  of  minutes  and 
costs  $10,000  or  so.  A  pamphlet  provided  by  the  city  helpfully 
advises  concert  lovers  to  "open  your  mouth  slightly" — the  idea 
being  that  the  noise  inside  one's  head  has  a  way,  then,  to  get  out. 
Whatever  the  physiological  merits  of  this,  it  seems  to  work. 

Though  big  displays  are  the  work  of  professionals,  the 
general  populace,  including  young  children  barely  out  of  diapers, 
light  and  throw  firecrackers  not  iust 
with  abandon  but  with  the  practiced 
ease  of  Bogie  flicking  off  a  cigarette. 
Injuries  are  few. 

There  are  nonincendiary  diver- 
sions: bullfights  every  evening;  300 
marching  bands;  the  scent  of  orange 
blossoms  (as  well  as  sulfur)  in  the 
air;  religious  observances  (the  festi- 
val honors  St.  Joseph,  patron  saint  oi 
carpenters).  Some  170  gastronomic 
festivals  take  place  in  Valencia  at  the 
same  time  as  las  Fallas.  The  city's 
signature  dish  is  paella.  For  a  pick- 
me-up  you  can  get,  from  almost  any 
bakery,  a  bunuelo  (pumpkin  dough- 
nut). Valencians  take  them  with  a 
chaser  of  hot  chocolate. 

With  so  many  riches  to  choose 
from,  you  may  want  an  expert  to  help 
you  sort  them  out.  Alex  Penades,  co- 
owner  of  BTA  Valencia,  a  provider  ol 
custom  tours,  gets  clients  entree  to  the 
private  studios  of  fallas  artists  and  tc 
workshops  of  fireworks  makers.  You  can  also  visit  one  of  the  386  fra- 
ternity-like associations  whose  members  underwrite  the  costs  of  the 
festival  by  holding  fundraisers  in  their  clubhouses  (casals).  On  the 
day  of  la  Crema  you  can  go  up  in  a  helicopter  to  "see  the  whole  city 
burning!"  advertises  Penades.  Total  cost:  $900  to  $4,500  per  person 
The  clubby  and  social  associations  are  comparable  to  the 
krewes  in  New  Orleans  that  mount  Mardi  Gras  floats.  Every  year 
each  appoints  a  queen,  or  j altera  mayor.  Los  Angeles-borr 
Michelle  Falco,  married  to  a  Valencian,  moved  to  Spain  nine 
years  ago  and  belongs  to  Convento  Jerusalen,  one  of  the  oldes 
(115  years)  and  most  prestigious  clubs.  "You  really  don't  appreci- 
ate what  it's  all  about  until  you  belong  to  one,"  she  says.  Twice  i 
week,  for  a  year,  members  gather  at  their  clubhouse  "like  a  littk 
family"  to  enjoy  cocktails  and  dinner  and  to  raise  money  for  then 
sculpture.  "The  thing  we  burn  costs  600,000  euros.  And  that's  jus 
ours."  she  says.  "There  are  others  who  spend  more.  An  incredibk 
amount  of  money  goes  up  in  flames." 

After  the  sculpture  is  consumed  and  only  coals  remain,  a  scoot. 
or  two  of  ash  is  put  into  an  urn  and  given  to  the  fallera  mayor  tc 
keep  as  a  remembrance  of  her  year.  Everyone  has  champagne.  "If 
very  emotional  to  see  it  burn,"  says  Falco,  "especially  when  you'n 
the  queen  and  you've  spent  hundreds  of  thousands  of  dollars.  If 
a  very  sentimental  moment.  Very  romantic."  t 
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On  the  Mend 


WILLIAM  MCGUIRE  WAS  ONE  OF  THE  MAIN 
villains  of  the  options  backdating  scandal. 
Forced  out  after  hauling  in  options  gains 
that  would  make  Croesus  gasp,  he  left 
a  mess  for  his  successor  to  clean  up  at 
UNITEDHEALTH  GROUP  (47,  UNH).  But  grant  McGuire  this:  In 
his  15  years  heading  UnitedHealth,  it  became  the  nation's 
largest  health  care  services  company. 

The  new  chief  executive,  Stephen  J.  Hemsley  (he  gets  no 
options  awards),  has  had  to  handle  scandal-related  investiga- 
tions and  lawsuits,  plus  woes  like  integrating  newly  acquired 
PacifiCare.  New  York  Attorney  General  Andrew  Cuomo  is 
probing  a  UnitedHealth  units  role  in  providing  billing 
data  to  other  insurers,  which  he  says  is  rigged  so 
patients  are  reimbursed  less.  In  2007  revenue  growth, 
usually  in  double  digits,  was  only  5%,  while  earnings 
rose  1 5%,  way  off  their  old  pace.  Cost-conscious  corpo- 
rate health  plans  are  no  longer  a  growth  area. 

Peter  H.  Costa,  health  care  analyst  at  FTN  Midwest 
Securities,  believes  the  bad  times  are  now  behind  UnitedHealth. 
"Whenever  a  health  insurer  has  a  misstep,  it  typically  takes  a 
year  to  recover,"  he  says.  Indeed,  UnitedHealth  is  a  leader  in  the 


burgeoning  new  area  of  Medicare  Advantage,  which  is 
federally  backed  private  health  insurance  for  the  elderly. 
Massive  AARP  just  signed  up  UnitedHealth  to  offer  the 
program.  UnitedHealth  is  trading  at  an  affordable  trailing, 
price/earnings  multiple  of  13.  —Carrie  Coolidge- 


Screen  Play 


Here's  another  company  with  a  sorry  past 
it  is  paying  for,  with  a  stock  off  50%  from 
a  2007  high.  DIEBOLD  (25,  DBD),  best 
known  as  the  leading  maker  of  automated 
teller  machines,  also  manufactures  one- 
touch  electronic  voting  devices.  The 
voting  machines  have  been  roasted  in  the 
media  as  unreliable  and  hackable. 

Worse,  a  Securities 
&  Exchange  Commis- 
sion investigation  into 
Diebold's  accounting 
has  prevented  the  com- 
pany from  releasing 
financial  statements 
since  2007's  first  quar- 
ter. The  SEC  inquiry 
centered  on  Diebold's 
"bill  and  hold"  accounting:  That's  where 
Diebold  books  revenue  from  ordered 
ATMs  that  a  bank  isn't  ready  to  receive, 
perhaps  because  a  branch  still  is  under 


Stock  price 

A 


construction.  The  SEC  investigation  is 
over,  and  Diebold  will  now  recognize  the 
revenue  only  when  the  machines  are  in 
place.  The  company  will  restate  finan- 
cials  back  to  2003. 

All  this  explains  Diebold's  slumping 
stock  price.  Too  much  punishment,  says 
Jefferies  &  Co.  analyst  Yvonne  Varano. 
First,  election  machines  account  for  only 
an  estimated  3%  of  sales.  Second,  in  its 
last  reported  quarterly  statement  Diebold 
showed  a  healthy  balance  sheet  with 
debt-to-capital  of  just  30%.  Further, 
Diebold  has  introduced  "check  imaging" 
technology  at  ATMs,  allowing  banks  to 
electronically  process  checks.  It  has  sold 
6,000  ATMs  to  Chinese  banks. 

— David  Armstrong 

Hell  for  Leather 

Among  the  swankiest  purveyors  of  lux- 
ury goods  is  COACH  (32,  COH).  High-end 
folks  have  been  kind  to  it.  In  the  fiscal 
first  half  ended  Dec.  29,  earnings  rose  a 


Stock  price 
45/\l 


heady  15%  to  $407  million. 

Still,  can  even  the  toffs  afford  to  buy  a 
three-figure  leather  handbag  in  a  drooping 
economy?  There  are  cracks  in  Coach's 
glam  facade.  During  2007's  holiday  season 
many  skipped  the  iconic 
bags  for  cheaper  items 
like  its  key  chains  and 
fragrances,  notes  Todd 
Slater  of  Lazard  Capital 
Markets.  Also,  sales  in- 
creases at  Coach's  lower- 
margin  factory  outlets 
are  now  far  higher  than 
at  its  retail  shops.  Same- store  sales  at  the 
oudets  for  the  first  half  grew  22%;  at  the 
regular- priced  shops,  5%.  One  way  to  keep 
up  the  momentum  would  be  to  expand 
into  booming  Asian  markets  in  a  big  way, 
but  Coach  has  been  slow  to  do  so. 

While  the  stock  is  down  from  its  high 
last  year,  with  a  P/E  of  just  16,  more 
declines  lie  ahead.  Short  Coach. 

— Asher  Hawkins 
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Absolute  Return 


ROCK  'N'  ROLL 


A RARE  PLEASURE  IN  RAISING  TEENAGERS  IS  SHARING 
great  rock  music.  The  punk  rock  of  the  Sex  Pistols  and 
the  Ramones,  which  I  used  to  hide  from  my  parents, 
now  blasts  from  the  cars  iPod  as  my  sons  and  I  bar- 
rel down  the  highway.  Bass  thumping,  adrenaline 
pounding — it's  a  restful  break  from  the  rock  and  roll  I'm  living  in 
the  markets. 

The  S&P  500  started  off  the  year  with  the  index's  worst  Janu- 
ary performance — ever.  But  what's  interesting  is  that  foreign 
bourses  did  a  lot  worse.  As  of  mid- February  the  S&P  was  down 
by  7%.  The  overseas  exchanges  were  off  by  double  digits,  both  in 
dollar  terms  and  in  their  own  currencies.  Germany's  DAX  had 
fallen  14%,  China's  Hang  Seng  17%,  Japan's  Nikkei  12%. 

Bearish  on  the  U.S.  since  last  year  (FORBES,  Sept.  3),  I'm  finally 
finding  superb  American  companies  at  good  prices.  On  a  panel  at 
the  Columbia  Business  School's  Value  Investors  conference 
recently,  I  said  that  for  the  first  time  in  ten  years  the  U.S.  market 
was  more  attractive  than  those  in  Asia  or  Europe.  The  reason:  In  a 
global  downturn  the  biggest  and  most  liquid  stocks  do  the  best. 
They  are  found  in  the  largest  abundance  in  the  U.S.  Further,  the 
cheap  dollar  makes  our  stocks  very  attractive  to  offshore  investors. 
That's  why  sovereign  wealth  funds  from  the  likes  of  Abu  Dhabi 
and  Singapore  are  taking  big  positions  in  limping  U.S.  banks. 

Investing  styles,  like  music,  change.  In  complete  contrast  to 
2007,  when  companies  with  the  highest  percentage  of  foreign 
sales  did  the  best,  domestic  exposure  is  what  should  be  rewarded 
this  year.  Herewith,  from  my  personal  portfolio,  five  domestic 
stocks — two  nonbank  lenders,  one  biotech,  one  brokerage  com- 
pany and  one  retailer— that  will  only  improve  with  time.  They're 
like  Led  Zeppelin's  1971  classic,  "Stairway  to  Heaven,"  perfect  for 
your  collection. 

My  first  financial  name  is  Fannie  Mae  (35,  FNM),  the  mort- 
gage giant.  I  can  hear  you  screaming:  Don't  you  know  there's  a 
depression  in  housing?  Absolutely.  But  Fannie  Mae  and  Freddie 
Mac  are  the  direct  beneficiaries  of  the  chaos,  and  Fannie  is  my 
preferred  pick;  it  is  bigger.  Of  course,  its  loan -loss  reserves  and 
realized  losses  will  rise.  Of  course,  mortgage  volumes  will  slow. 

Yet  Fannies  market  share  should  expand  significantly  as 


Lisa  W.  Hess 


other  mortgage  lenders  fall  by  the  wayside.  The  new  increase  in 
loan  limits  that  it  can  package  into  securities  (to  as  much  as 
$729,000  in  California)  is  Congress'  gift  to  its  lobbyists.  Fannies 
guarantee  fees  have  increased  from  20  to  27  basis  points,  mean- 
ing the  annual  cost  paid  by  the  loan's  servicer  to  Fannie  Mae.  At 
1.1  times  book  value,  a  price/earnings  ratio  of  18  and  a  low  stock 
price  not  seen  since  1996,  I'm  very  happy  to  own  this. 

The  second  financial  is  Sallie  Mae  (23,  SLM).  In  a  country 
where  education  is  the  ticket  to  success,  the  nation's  largest 
provider  of  government-guaranteed  student  loans  has  a  good 
future.  A  leveraged  buyout  of  Sallie  fell  apart  last  fall  because  of  a 
squeeze  on  federal  loan  subsidies  and  the  credit  crunch.  It  was  in 
the  red  for  2007.  Sallies  new  chief  executive,  Anthony  Terriciano, 
has  restructured  the  company  and  its  finances,  but  the  stock  is 
still  selling  at  a  level  last  seen  in  2000. 

My  biotech  is  Amgen  (47, 
AMGN),  the  largest  and  maybe  best 
company  in  its  sector.  To  buy  fine 
stocks  at  good  prices,  you  typi- 
cally must  wait  for  them  to  stum- 
ble. Well,  Amgen  has  stumbled. 
Two  of  the  firm's  largest-selling 
drugs,  Aranesp  and  Epogen — 
they  account  for  just  under  40% 
of  sales,  or  $5.5  billion — are 
under  attack  by  federal  regulators. 
The  Food  &  Drug  Administra- 
tion is  reviewing  claims  that  the 
drugs,  which  fight  anemia  in  can- 
cer patients,  may  spur  tumor 
growth. 

The  problem  is  already  embedded  in  the  stock  price,  off  32% 
from  a  year  ago.  Meanwhile,  the  market  is  grossly  undervaluing 
Amgen's  $3  billion  in  annual  research  and  development.  A* 
potential  blockbuster,  Denosumab,  used  to  treat  bone  density 
loss,  is  in  late-stage  trials.  Another  unnoticed  advantage  is  thai 
Amgen's  genetically  engineered  drugs,  its  specialty,  are  hard  tc 
replicate  as  generics,  once  they  go  off  patent  (see  story,  p.  34). 

Interactive  Brokers  Group  (35,  ibkr)  is  the  world's  largesi 
market  maker  in  options,  thanks  to  its  skill  in  using  computei 
programs  to  price  options  and  match  buyers  and  sellers.  While 
the  stock  is  up  17%  since  its  May  public  offering,  Interactive 
(P/E:  19)  is  cheaper  than  other  publicly  traded  exchanges.  IT 
overlook  that  management  controls  90%  of  the  voting  rights 
using  special  Class  B  shares. 

I'm  also  investing  in  Target  (54,  TGT),  the  store  with  a  glint  ir 
its  eye  and  broad  appeal  to  both  bargain  shoppers  and  style 
chasers.  The  stock,  down  25%  since  its  high  last  October,  is  a  bar 
gain  as  well  (P/E:  16).  The  rap  on  retailing  is  that  the  consumer  i: 
supposedly  retrenching.  Nonsense.  In  America,  when  the  goinj 
gets  tough,  the  tough  go  shopping.  t 


The  market's 
winter  chaos 
shows  U.S. 
stocks  are 
stronger  than 
foreign  ones. 
Buy  domestic 
classics. 


I  Forbes 


Lisa  W.  Hess  is  a  New  York  money  manager.  Visit  her 
home  page  at  www.forbas.com/hess. 
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i/VHY  THE  RIGHT  LIGHTHOUSE? 
IT  DOESN'T  GET  ANY  ROCKIER 

/olatility  puts  a  premium  on  fund  managers  who  focus  on 
:he  long  term.  Now  is  the  time  to  take  advantage  of  the 
Bxperience  and  insights  Van  Kampen  is  known  for.  Ask  your 
inancial  advisor  or  visit  vankampen.com 


VAN  fill?  KAMPEN 


INVESTMENTS 


?ast  performance  is  no  guarantee  of  future  results.  Please  consider  the  fund's  investment  objectives,  risks, 
:harqes  and  expenses  carefully  before  investing. The  prospectus  contains  this  and  other  information  about 
the  fund. To  obtain  a  prospectus,  contact  your  financial  advisor  or  download  one  at  vankampen.com.  Read 

t  Carefully  before  investing.  ©2008  Van  Kampen  Funds  Inc.  IU08-00458P-Y01/08 





Financial  Strategy 


A.  Gary  Shilling 


SELL  COMMODITIES 


THE  LONG  AND  DEEP  RECESSION  I'VE  BEEN  FORE- 
casting  has  commenced,  even  though  the  statisticians 
haven't  called  it  yet.  It  was  triggered  by  the  subprime 
mortgage  market  collapse,  as  predicted  in  my  June  19, 
2006  column.  The  zeal  for  high  investment  returns 
that  was  born  in  the  dot-com  mania  of  the  late  1990s  didn't 
vanish  in  the  2000-02  stock  market  bust.  It  came  back  to  life  in 
the  housing  bubble.  Now  we're  paying  the  price. 

After  the  subprime  market  disintegrated,  markets  for  asset- 
backed  commercial  paper  and  collateralized  debt  obligations  fol- 
lowed. The  resulting  shortage  of  credit  translates  into  a  crimp  in 
spending.  The  recession  will  also  be  propelled  by  an  extraordinary 
retrenchment  among  consumers  who  were  financing  their  spend- 
ing sprees  on  home  equity  extraction.  Refinancings  and  home 
equity  lines  of  credit  are  drying  up.  House  prices  are  down  10% 
from  their  October  2005  peak,  and  I  look  for  another  16%  drop  to 
reach  my  long-held  target  of  a  25%  peak-to-trough  slide. 

The  recession  will  continue  at  least  until  December.  It  will  prob- 
ably rank  with  the  1957-58  and  1973-75  declines,  the  worst  of  the 
ten  recessions  since  World  War  II.  It  will  be  global  as  exports  sold 
to  U.S.  consumers  shrink,  thus  slashing  the  primary  growth  source 
for  the  rest  of  the  world. 

The  decoupling  theory  said  that  emerging  markets  and  other 
foreign  economies  can  keep  growing  while  the  U.S.  dips.  The 
theory  is  about  to  be  disproven. 

My  firm's  analysis  and  my  recent  two-week  trip  to  China  con- 
vince me  that  China  does  not  yet  have  a  big  enough  middle  class 
of  free  spenders  to  sustain  growth  in  the  face  of  weak  exports. 
Define  middle  income  as  a  family  with  at  least  $20,000  a  year  in 
the  U.S.  or  $5,000  in  China.  By  that  definition  80%  of  Americans  are 
in  the  middle  or  upper  classes,  but  only  8%  of  Chinese  and  5%  of 
Indians. 

Don't  expect  either  the  recent  panicky  cut  in  rates  by  the  Fed- 
eral Reserve  or  the  hastily  enacted  tax  rebates  to  save  the  economy. 
Interest  rates  are  irrelevant  when  a  scared  lender  withdraws  amidst 
unknown  and  perhaps  unknowable  further  writedowns  and  trad- 
ing losses.  Some  of  the  rebate  checks  will  be 
spent,  but  too  late— toward  the  end  of  the  year 
when  the  recession  likely  will  be  bottoming.  The 
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rest  will  be  saved  by  chastened  consumers  or  used  to  reduce  debt. 

What  to  do?  Sell  or  short  commodities,  perhaps  via  exchange- 
traded  funds,  stocks  in  companies  that  produce  them  or  futures. 
Commodity  prices,  still  high,  are  poised  to  fall  hard  as  the  world- 
wide recession  takes  hold. 

Chinese  demand,  terrorism  and  talk  of  peak  oil  drove  crude 
prices.  Agricultural  prices  were  hyped  by  biofuel's  popularity, 
droughts  and  the  prospect  of  a  shift  in  demand  in  poorer 
countries  from  grain  to  meat.  So  institutional  investors  rushed 
into  commodities,  believing  they  are  a  relatively  stable  asset 

class  like  stocks  and  bonds. 
Individuals  bought  commodity- 
backed  ETFs.  That  enthusiasm 
will  soon  be  history. 

With  global  recession, 
demand  for  industrial  com- 
modities and  oil  will  fade.  It 
will  become  clear  that  much  of 
China's  demand  for  commodi- 
ties was  not  primarily  to  sup- 
ply its  citizens  but  to  supply  its 
export  market. 

No  one  will  be  talking  any- 
more about  how  oil  production 
is  peaking.  Look  at  Petrobras' 
huge  oilfield  discovery  off 
Brazil  and  consider  the  gigan- 
tic energy  supplies  that  will 
come  from  tar  sands,  nuclear, 
coal  liquefaction  and  maybe 
shale.  More  supply  equals  lower  prices. 

Good  weather  and  weak  ethanol  prices  may  knock  down  ag 
prices.  A  recent  report  in  Science  magazine  has  discredited  many 
biofuel  schemes  as  environmental  salvations.  We're  going  to  stop 
fueling  our  cars  with  taco  ingredients. 

My  favorite  commodity  to  bet  against  is  copper.  This  is  an 
excellent  proxy  for  global  industrial  production  since  it's  found 
in  manufactured  goods  from  cars  to  computers  to  faucets.  The 
worldwide  housing  collapse  makes  copper  prices  especially 
vulnerable,  as  does  the  shift  from  copper  tubing  to  plastics  in 
plumbing.  Copper's  price  on  the  New  York  Commodities 
Exchange  was  $1.90  two  years  ago.  The  Comex  March  2008 
futures  contract  is  $3.56. 

Unlike  oil,  copper  has  no  cartel  to  prop  it  up.  Because  the  metal 
is  produced  in  developed  countries  and  relatively  safe  emerging  lands, 
no  sudden  shortage — as  we've  seen  with  rioting  in  Nigeria's  oil- 
producing  area— will  suddenly  tighten  supplies  and  spike  prices. 
Sure,  earthquakes  and  strikes  can  threaten  to  disrupt  copper  min- 
ing, but  these  problems  always  have  been  temporary. 

Other  industrial  commodities  are  interesting  on  the  downside, 
too,  but  copper  is  my  best  choice  for  a  swoon.  F 

A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants  and 
investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 


The  recession 
will  collapse 
demand  for 
copper.  This 
substance  has 
no  OPEC 
propping  it  up. 
Go  short. 
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EAT. 


DRINK. 


DANCE. 


CHILL. 


THE  14TH  ANNUAL  FCS  PORTFOLIO  AWARDS  GALA. 
THURSDAY,  MAY  15TH,  5:30PM  TO  11:00PM. 

Cocktails.  Dinner.  After-party.  Dancing.  And,  of  course,  the  Awards. 

Don't  be  left  out  in  the  cold,  reserve  your  table  today,  www.fcsinteractive.com/portfolioawards 


fcs 


financial  communications  society 


Hammerstein  Ballroom,  311  West  34th  Street,  New  York  City 

For  cool  sponsorship  opportunities,  call  FCS  VP  Kevin  Windorf  at  212-885-4111. 

For  all  questions  about  the  festivities,  contact  Andrew  Claflin  at  andrew.claflin@barrons.com. 


NEEDLEMAN  DROSSMAN  &  PARTNERS 


Photography  courtesy  of  Getty  Images. 


Real  Estate  Peter  Statin 


RATE  CUTS  AND  SOME  SOMEWHAT  RELIEVING  NEWS 
about  the  economy  (lower  than  expected  job  losses  and 
an  unexpected  uptick  in  retail  sales)  have  inspired 
investors  to  peer  forward  to  the  end  of  the  housing 
crash.  From  a  low  on  Jan.  8  the  SNL  Financial  index 
of  23  home-builder  stocks  is  up  39%.  Should  you  get  on  board?  For 
the  most  part,  no.  This  is  a  dead-cat  bounce.  With  one  or  two 
exceptions  I  think  you  should  wait  a  year  before  buying  builder  stocks. 

The  big  builders,  to  be  sure,  have  taken  their  medicine,  and 
this  is  a  good  sign.  Between  them  D.R.  Horton  and  Pulte  Homes 
have  laid  off  5,000  workers  and  written  down  their  inventories 
of  land  and  houses  by  $3.8  billion.  Publicly  traded  companies  build 
80%  of  this  country's  single-family  houses.  The  rest  of  the  indus- 
try is  in  the  hands  of  smaller  outfits,  ranging  down  in  size  to  a 
carpenter  putting  up  one  speculative  house.  In  this  crowd  real- 
ity has  not  yet  settled  in.  When  it  does,  you  will  see  another  round 
of  price-cutting  and  another  round  of  writeoffs. 

Take  a  look  at  the  auction  market.  A  spec  home  can  go  to 
auction  only  if  the  auctioneer,  the  builder  and  the  bank  come  to 
terms  beforehand.  The  auctioneer  wants  to  see  a  reserve  price 
low  enough  that  he  knows  the  property  will  move.  The  bank  is 
going  to  release  its  lien  only  if  it  knows  that  any  shortfall  between 
that  price  and  the  construction  loan  will  be  covered  by  the 
builder.  The  builder  may  be  unwilling  or  unable  to  put  more 
money  into  the  investment. 

Steven  L.  Good,  chief  executive  of  real  estate  auctioneer  Shel- 
don Good  &  Co.  in  Chicago,  tells  me  his  company  turns  down  40% 
of  smaller  builders'  requests  to  auction  off  their  vacant  houses.  The 
standoff  can  continue  only  so  long.  At  a  certain  point  there  will  be 
Chapter  1 1  filings  and  sellers  who  are  more  motivated. 

Home  prices  have  definitely  not  hit  bottom.  The  S&P/Case- 
Shiller  national  index  of  home  prices  was  down  7.7%  year-over- 
year  to  November  2007.  But  the  inventory  of  existing  homes 
for  sale  in  the  U.S.  is  up  13.2%  from  a  year  ago,  to  3.9  million 
homes.  Not  all  of  the  motivated  sellers  have  been  heard  from. 


Can  the  Federal  Reserve  save  the  day?  Not  easily.  There  is  a 
limit  to  what  it  can  do  about  long-term  interest  rates.  The  last  cut 
in  overnight  rates,  Jan.  30,  barely  budged  the  rate  on  long-term 
Treasurys.  People  lending  money  for  30  years  correctly  perceive 
that  an  overnight  stimulus  from  the  Fed  doesn't  help  them.  It  just 
means  that  they  are  going  to  be  repaid  with  inflated  dollars. 

Then  there's  the  congressional  stimulus  plan,  which  raises  the 
limits  on  loans  that  Fannie  Mae  and  Freddie  Mac  can  handle. 
Before,  the  two  were  barred  from  buying  or  guaranteeing  home 
loans  larger  than  $417,000.  The  bill  that  was  signed  Feb.  13  tem- 
porarily raises  the  ceiling  to  as  much  as  $730,000,  depending 
upon  the  locale.  The  point  is  to  reduce  interest 
rates  for  jumbo  loans,  which  often  are  a  full  per- 
centage point  higher  than  smaller  ones,  and  spur 
home  sales.  But  with  the  market's  low  appetite 
for  mortgage-backed  securities  (into  which 
Fannie  and  Freddie  package  the  loans  they  buy), 
the  effect  likely  will  be  muted. 

Meanwhile,  home  builders  such  as  KB  Home, 
mmmmmmm   D.R.  Horton,  Pulte  Homes  and 
Standard  Pacific  are  in  danger  of 
I  breaching  the  covenants  on  their 
bonds  because  of  their  financial 
problems.  That  may  well  trigger 
I   ruinous  requirements  to  repay  ^ 
investors  the  face  value  of  the  r 
bonds,  right  away. 

What  passes  for  good  news 
in  the  sector  really  isn't.  Beazer 
reported  in  late  January  that  its 
r"  1      inventory  of  unsold  homes  was 

down  37%  year  over  year,  owing  not  so  much  to  sales  as  to  a  halt 
in  building.  Pulte  Homes  is  still  holding  the  line  on  prices  despite 
mothballing  50  developments;  it  just  recorded  its  first  annual  loss 
j  in  its  58-year  history.  Debt-  and  land-laden  Lennar  is  rumored 
to  be  an  acquisition  candidate.  With  some  190,  often  opaque, 
joint  ventures  on  its  balance  sheet,  though,  that's  unlikely. 

Most  of  these  stocks  will  give  back  any  recent  gains.  D.R.  Hor- 
ton and  KB  Home  could  fall  between  20%  and  30%. 

Is  any  home  builder  worth  buying?  Washington,  D.C.- 
|  focused  NVR  (580,  nvr)  has  very  little  land — a  good  thing — and  a 
:  long  record  of  uninterrupted  profitability,  even  in  fraught  2007.  If 
:  you  want  to  buy  now,  get  that  one.  Luxury  home  builder  Toll 
Brothers  (21,  TOL)  has  pulled  itself  into  a  strong  cash  position. 
Toll  management  has  been  forthright  in  confronting  its  chal-  'S 
:  lenges,  as  when  it  faced  up  to  a  33%  slide  in  contracts  signed  for 
2007's  final  quarter.  It  has  pruned  excess  landholdings,  and  its 
operations  in  the  New  York  City  area  (one  of  the  few  not  yet 
suffering)  remain  relatively  healthy.  Toll  expects  further  revenue 
drops — 22%  in  the  current  quarter — and  I  suspect  the  stock  will 
!  drop  another  10%.  Buy  it  then.  F 
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Peter  Slatin  is  editor  of  the  Forbes/Slatin  Real  Estate  Report 
(see  forbes.com/slatin)  and  theslatinreport.com. 


BUILDERS  LOOK 
FOR  THE  BOTTOM 


Can  the  Federal 
Reserve  save 
the  day  for 
distressed 
home  builders? 
Doubtful. 
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E  TEN  MOST 
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Wealth 
Managers 

&Hf  H  Sir  w  M^?B 


THE  COMPANIES 
SELECTED  EXCEED 
THE  CRITERIA  BELOW 

Comprehensive  Range 
of  Wealth  Management 
Services 

Registered 
Investment  Advisor 

Fiduciary  Oath  Taken 

<o  Unresolved  Lawsuits 
or  Grievances 

Advanced 
Certifications  Held 

At  Least  7  Years' 
Industry  Experience 


**  Third  Year  Selected 
^Second  Year  Selected 


Securities  and  Advisory  Services 
koffered  through  vsr  financial 
[Services,  Inc.,  a  Registered 
Investment  Adviser,  Member 
FINRA/SIPC.  RCM  and  VSR  are 
unrelated  companies 
Securities  offered  through  BFT 
Financial  Group,  LLC  Member 

Ifinra/sipc 


James  E.  Bashaw  and  Company^ 

5200  San  Felipe 
Houston,  TX  77056 

713-552-0505  www.jamesebashaw.com 
James  E.  Bashaw  &  Co.'s  first  duty  is  to  find 
out  their  clients'  needs,  then  to  offer  the  most 
suitable  investment  vehicles  to  fulfill  those 
needs. 

LD  Lowe  Sr  Financial  Advisory*** 

7651  Main  Street,  Suite  100 
Frisco,  TX  75034 

972-335-2523  www.ldloweplan.com 
This  Dallas-Fort  Worth  area  independent, 
fee-based  wealth  management  firm  develops 
custom,  conflict-free  plans  to  help  clients 
reach  long-term  financial  goals. 

Netting  &  Pace,  CPAs 

7373  Broadway,  Suite  400 
San  Antonio,  TX  78209 
210-738-3888  www.nettingpace.com 
With  30  years  as  trusted  CPAs  and  fee-only 
financial  advisors,  Netting  &  Pace  specializes 
in  alleviating  financial  stress  related  to  multi- 
generational  family  wealth  management. 

Financial  Synergies 
Asset  Management,  Inc.** 

4265  San  Felipe,  Suite  1450 

Houston,  TX  77027 

713-623-6600  www.finsyn.com 

Since  1983,  Financial  Synergies  has  provided 

financial  planning  and  investment  management 

counsel  to  some  of  Houston's  brightest  and 

most  driven  individuals  and  families. 


BHCO  Capital  Management,  Inc. 

12221  Merit  Drive,  Suite  750 
Dallas,  TX  75251 

972-503-1040  www.bhcocapital.com 
BHCO  is  an  independent  firm  providing 
fee-only  financial  planning  and  investment 
advisory  services  to  high  net  worth  families, 
trusts  and  retirement  plans. 

McAlister,  Sweet  &  Associates^ 

5629  FM  1960  Road  West,  Suite  217 
Houston,  TX  77069 

281-893-9000  www.msaadvisors.com 
McAlister,  Sweet  &  Associates  provides 
their  clients  financial  services  and  retirement 
planning  uniquely  suited  to  their  lifestyle  and 
priorities. 

Raub  Capital  Management*** 1 

7557  Rambler  Road,  Suite  906 
Dallas,  TX  75231 

214-368-2900  www.raubcapital.com 
Raub  Capital  Management  helps  its  clients 
chart  a  solid  wealth  management  course  so 
they  feel  confident  about  their  financial  future. 

BFT  Financial  Group,  LLC?2 

2312  School  Lane 
Bedford,  TX  76021 

817-354-1090  www.bftfinancial.com 
BFT  Financial  Group  offers  financial  planning, 
investment  advice,  asset  management- 
specialized  services  providing  individual 
solutions  for  clients. 

Team  Financial  Strategies 

113  Poydras,  Suite  208 
Lewisville,  TX  75057 
972-221-0395 

www.teamstrategiesonline.com 
Team  Financial  Strategies  is  a  fee-only  financial 
planning  firm  that  assists  clients,  from  young 
professionals  to  high-net-worth  retirees,  in  accu- 
mulating, growing  and  protecting  their  assets. 

Peak  Capital  Investment  Services,  LLC  ^ 

125  East  John  Carpenter  Freeway,  Suite  270 
Irving,  TX  75062 

972-409-0885  www.peakcapital.com 
Peak  Capital  provides  comprehensive  financial 
services  to  high  net  worth  investors  and 
companies-solid  advice  from  an  experienced 
team  making  the  right  moves  with  clients' 
retirement  assets. 


www.themostdependable.com 


  415-892-9400 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research 
process  to  evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria 
above  for  each  of  the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make 
no  specific  comparisons  between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not 
affiliated  with  Forbes'  magazine. 
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S  We  Develop  Websites  That  Sizzle  &  Sell 
\f  2-3  Designers  Assigned  to  Every  Project 

Unlimited  Designs  Till  Perfect 

Lightning  Fast  Turnaround 
*t  Satisfaction  Guaranteed 


We  See  Your  Success 


Logo  care/ 


877.918.9188  |  www.LogoCare.com/forbes 


Capital  To 


We  help  our  clients  grow  their  annual  sales  1 5%  or  more 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours. 

212.755.3636  i  www.capstonetrade.com 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


Is  Protecting  People  and  Property  Important? 

Protecting  people  and  property  is  an  important  business.  Security 
markets  are  at  an  all  time  high  and  are  rapidly  growing. 
Prime  Dealerships  are  available. 

Every  window  is  an  opportunity  to  make  MONEY. 
Demand  is  so  high  we  have  work  for  you  right  now!! 


Be  Your  Own  Boss  with  the  ACE/Security 
Laminates  Dealership  Program: 

•  No  Royalty  Fees 

•  Protected  Territories 

•  Certified  Training  &  Continued  Dealer  Support 

•  Products  used  and  approved  by  US  Government 

•  Dealerships  starting  from  $25,000 


When  applied  to  glass.  ACE/Security 
Laminates  transforms  windows  into  a 
virtually  impenetrable  barrier. 


n  Society 
'  of  Plastics 
Engineers 


Approved  Vendor 
lo  the 

US  Government 


security  laminates 


Join  Our  Team! 
1-888-607-0000  a^i  b 


www.smashingbusiness.com 


March  10,  2008 


For  Marketplace,  call  888-305-683 


forbes  marketplace 


Pantera  Petroleum  Dives  into  Rich  Untapped  Territory 


Pantera 
Petroleum 

Energy  Discovery  for  a  Brighter  Future 


Toll  Free:  1-866-51 1-1 147    |  www.panterapetroleum.com 
NASDAQ  OTC  BB:  PTPE 


PANTERA  PETROLEUM,  INC.  |  NASDAQ  OTC  BB:  PTPE 

Holding  nearly  4  million  acres  of  concessions  in  a  prolific  hydrocarbon  producing  basin  with  the 
second  largest  reserves  in  South  America,  Pantera  Petroleum  is  a  high  growth  U.S.  public  company 
focused  on  the  exploration  and  development  of  known,  but  under-explored,  oil  and  gas  regions. 


Stretching  across  Paraguay,  Argentina,  and  Bolivia,  the 
Chaco  Basin  is  the  most  well  established  South  American 
hydrocarbon  region  outside  of  Venezuela.  Oil  and  gas 
have  been  produced  in  Bolivia's  part  of  the  Basin  since 
the  1920's,  which  now  yields  more  than  2  billion  cubic 
feet  of  gas  and  50,000  barrels  of  oil  per  day.  Proven 
reserves  in  Argentina  and  Bolivia  alone  amount  to  over 
40  trillion  cubic  feet  of  gas  (with  estimates  up  to  73 
trillion  cubic  feet)  and  2  billion  barrels  of  oil  in  128 
fields.  Importantly,  due  to  improved  seismic  techniques, 
the  recent  success  rate  of  exploration  programs  in  the 
Chaco  Basin  consistently  exceeds  50%. 

Yet  the  part  of  this  same  rich,  prolific  formation  beneath 
Paraguay  remains  virtually  unexplored.  Overlooked  for 
years  due  to  the  combination  of  a  government  that  was 
largely  closed  to  foreign  investment  and  a  bygone  era 
of  cheap  oil  and  gas,  Paraguay's  potential  oil  and  gas 
reserves  have  yet  to  be  tapped.  To  date  a  mere  27 
wells  have  been  drilled  by  explorers  in  all  of  Paraguay,  a 
country  with  a  iandmass  roughly  the  size  of  California. 
The  world's  unquenchable  thirst  for  oil  and  gas,  in  con- 
cert with  a  democratic  government  that  has  been  firmly 
in  place  for  nearly  twenty  years,  is  causing  this  situation 
to  change  rapidly.  Multinational  energy  companies  are 
now  racing  to  enter  Paraguay's  Chaco  Basin;  Pantera 
Petroleum,  headquartered  in  Texas,  is  leading  the  way. 

Pantera  Petroleum  has  acquired  the  rights  to  an  85% 
stake  in  five  concessions  located  in  northern  Paraguay, 
spanning  nearly  6,200  square  miles  (4  million  acres), 
an  area  roughly  the  size  of  Kuwait.  A  recent  third 
party  geological  report  concludes  that  based  upon 
analogous  fields  in  Bolivia  and  Argentina,  these  conces- 
sions represent  combined  potential  reserves  of  6.7  tril- 
lion cubic  feet  of  gas  or  1.1  billion  barrels  of  oil.  Even 
at  $65  per  barrel,  Pantera's  85%  stake  could  ultimately 
amount  to  approximately  $60.8  billion  should  oil  be 
discovered,  or  $28.5  billion  should  gas  be  discovered. 


Map  of  Pantera  Concessions  and  Properties 


AT  A  GLANCE 

•  Pantera  Petroleum,  Inc. 

•  Oil  and  Gas  Exploration 

•  High  Yield  Potential  Reserves 

•  Area  Prod.  =  2  BCF/d  and  50,000  BPD 


FAVORABLE  OIL  AND  GAS  GEOGRAPHY 

Directly  across  the  Paraguayan  border  from  Pantera's 
concessions  is  Bolivia's  portion  of  the  Chaco  Basin,  which 
holds  the  second  largest  proven  natural  gas  reserves  in 
South  America.  Large  multinational  companies  such  as 
Total  SA  ($180  B  market  cap),  Repsol  YPF  ($40  B  market 
cap),  and  Petrobras  ($210  B  market  cap)  are  producing 
from  such  massive  fields  in  the  Chaco  Basin  as  the 
Sabalo  field,  which  generates  13,500  barrels  of  oil  and 
407  million  cubic  feet  of  gas  per  day.  One  of  the  largest 
discoveries  was  made  recently  in  2004  when  Total  dis- 
covered the  Incahuasi  field  with  potential  reserves  of 
1 5  trillion  cubic  feet  of  gas.  Since  then,  exploration  has 
been  moving  steadily  towards  the  Paraguayan  border 
and  is  on  a  collision  course  with  Pantera's  concessions. 

The  largest  South  American  countries  need  Bolivia's 
energy  output,  plus  a  great  deal  more.  Giants  like 
Brazil  and  Argentina  have  surging  economies,  with  GDP 
growth  of  over  5%  per  year.  More  than  50%  of  Brazil's 
natural  gas  comes  from  the  Chaco  Basin  in  Bolivia 
via  an  extensive  network  of  pipelines.  Brazil's  energy 
requirements  are  only  increasing,  with  the  country's  gas 
demand  projected  to  double  in  five  years.  Similarly, 
Argentina  needs  to  quadruple  gas  imports  by  2010  to 
ease  the  country's  ongoing  power  shortage. 

This  massive  growth  is  taking  place  amidst  the  rise 
to  power  of  a  Marxist-leaning  government  in  Bolivia, 
where  in  2006  government  troops  nationalized  the  oil 
and  gas  industry.  Not  surprisingly,  foreign  investment 
in  Bolivia  has  been  scared  off,  virtually  halting  Bolivian 
exploration  efforts  at  a  time  when  more,  not  less,  of  this 
country's  oil  and  gas  is  demanded. 
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4SO0  BPD  ft 
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Paraguay  is  perfectly  positioned  to  fill  the  gap  being 
created  by  Bolivia.  A  stable,  democratic  country  open 
to  foreign  investment  and  containing  a  barely-explored 
share  of  the  incredibly  rich  Chaco  Basin,  Paraguay  is  like 
a  "Switzerland  of  South  America."  Paraguay's  oil  and 
gas  output  will  not  have  far  to  travel  to  find  ready 
buyers,  as  its  nearest  neighbors  Brazil,  Argentina,  and 
Chile  are  thirsty  for  everything  this  nascent  powerhouse 
can  produce.  Brazil's  Energy  Research  Agency  has  stated 
that  it  plans  to  import  700  million  cubic  feet  of  gas 
per  day  from  nations  other  than  Bolivia,  compared  to  1 
billion  cubic  feet  per  day  from  Bolivia  today,  as  soon  as 
the  supply  is  available.  Paraguay  is  the  ideal  candidate 
to  meet  this  demand. 

THE  GLOBAL  STORY 

Paraguayan  oil  and  gas  is  not  solely  dependent  on  its 
South  American  neighbors  to  find  a  market.  The  South 
American  growth  story  is  just  part  of  a  very  similar 
global  growth  story.  Developing  nations  around  the 
world,  including  population  leaders  like  China  and  India, 
are  all  experiencing  unprecedented  growth  in  energy 
usage.  In  the  meantime,  per  capita  energy  use  by  the 
world's  number  1  energy  consumer,  the  United  States, 
continues  its  relentless  drive  forward.  In  January,  the 
U.S.  appealed  to  Saudi  Arabia  to  have  OPEC,  which  sup- 
plies 40%  of  U.S.  imports,  increase  oil  output  because, 
as  President  Bush  stated,  high  prices  are  "tough  on  our 
economy."  With  prices  more  than  three  times  what  they 
were  when  he  took  office,  nearly  $100  oil  is  hurting 
American  families.  Saudi  Arabia  refused  the  American 
request.  Clearly,  the  U.S.  and  the  world  demand  more 
energy,  and  anyone  who  can  supply  it  will  encounter  a 
market  that  will  eagerly  absorb  it. 

PARAGUAY'S  OPEN  DOOR 

Paraguay,  with  potentially  massive  reserves  in  a  known 
oil  and  gas  basin,  located  close  to  major  pipelines,  looks 
poised  to  become  a  secure  source  for  the  U.S.  and  grow- 
ing South  American  economies.  A  stable  democracy 
with  strong  ties  to  the  United  States  and  the  European 
Union,  Paraguay  clearly  recognizes  the  potential  it  holds 
and  has  established  fiscal  terms  that  are  very  similar  to 
the  United  States,  strongly  encouraging  energy  explo- 
ration and  development.  The  country's  Royalty-Tax 
System  and  length  of  concession  terms  are  typical  of 
the  international  exploration  industry.  Paraguay's  open 
door  policy  to  investment  has  begun  to  drive  invest- 
ment dollars  into  companies  now  exploring  in  Paraguay. 
In  one  example,  investors  have  very  recently  put  more 
than  $25  million  into  exploration  based  on  results  from  a 
single  hole  drilled  on  ground  directly  adjoining  Pantera's 
Chaco  Basin  holdings. 

With  an  exploration  program  in  the  prolific  Chaco  Basin 
about  to  roll  out,  Pantera  Petroleum  (NASDAQ  OTC  BB: 
PTPE)  offers  shareholders  an  exceptional  opportunity  to 
participate  in  one  of  the  most  untapped  oil  and  gas 
assets  in  South  America. 


Readers  are  invited  to  call  direct  for  a 
complimentary  copy  of  an  independent 
research  report  and  a  full  company 
investor  package.  Toll  free  1-866-51 1-1 147. 

Pantera  www.panterapetroleum.com 
Petroleum  NASDAQ  OTC  BB:  PTPE 
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U.S.  GOVERNMENT  COIN  MINTING  SHUT-OFF  NOTIFICATION 


Sealed  vault  tubes  of  President  coins  go  to  public  for  $2i 


SHUT  OFF:  Here's  some  of  the  last  dozen  stacks  of  Presidential  Dollars  that  are  no  longer  being  minted  and  are  extremely  uncommi 

because  they're  actually  carved  with  edge  lettering. 

Public  gets  hoard  of  last  Presidential  coins  fre« 


By  SHAWN  OYLER 

UNIVERSAL  MEDIA  SYNDICATE 

(UMS)  -  Starting  at  precisely  7:45  a.m. 
today,  some  of  the  last  Presidential  Coins 
ever  to  be  minted  by  the  U.S.  Government 
are  being  handed  out  free  to  the  public. 

They  are  getting  them  free  with  every 
single  vault  tube  they  claim. 

The  U.S.  Government  barely  got  started 
minting  these  new  Presidential  coins  and 
by  law  were  required  to  stop  production 
forever.  There  will  never  be  any  more. 

So,  who's  to  thank  for  this  massive 
giveaway  effort?  Well,  it's  not  the  govern- 
ment. It's  the  World  Reserve  Monetary 


Exchange. 

And  we'll  even  give  you  the  direct 
Hotline  to  call  so  you  can  be  among  the 
first  to  get  yours  free  right  now. 

People  everywhere  will  be  trying  to  get 
their  hands  on  the  last  of  these  magnificent 
stacks  of  coins  with  the  never-before-seen 
edge  markings.  But  only  those  who  get  in 
before  the  7-day  deadline  are  being  handed 
one  of  the  remaining  brand  new  never- 
circulated  Presidential  Dollar  Coins  free 
with  every  single  s28  sealed  vault  tube. 

Officials  at  the  World  Reserve  are  cop- 
ing with  the  explosion  of  calls.  So,  don't 
give  up  calling  if  you  don't  get  through  the 


first  time.  Keep  trying. 

"It's  a  miracle  we  were  able  to  s 
up  special  Hotlines  in  three  Region 
Distribution  Zones  in  an  effort  to  mainta 
order  across  the  country.  We  feared  tl 
flood  of  calls  could  bring  us  to  our  kne 
but  we  are  now  equipped  to  handle  ever 
one  who  is  trying  to  get  through  to  g 
our  last  coins,"  said  Stephen  Speakma 
Director  of  Hotline  Operations  for  tl 
World  Reserve  Monetary  Exchange. 

All  this  is  happening  because  the  Wor 
Reserve  has  revealed  it  will  release  the  k 
of  its  secretly  located  hoard  of  $13  milli' 
worth  of  never-circulated  Presidential  Coi 
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World  Reserve  Monetary  Exchange 

THE  WORLD'S  PREMIER  PRIVATE  NUMISMATIC  EXCHANGE 

3939  EVERHARD  RD.  CANTON  OH  44709 


in  vault  sealed  tubes  to  prevent  them  from 
ever  being  introduced  into  commerce.  It's 
the  only  way  to  maintain  their  value  as 
never-circulated  coins. 

"This  is  what  everyone  wants  but  so 
few  will  actually  have.  So  many  will  be  left 
out  in  the  cold  or  with  ordinary  circulated 
coins  if  they  can  even  find  them  in  their 
bank  change.  That's  why  we  are  so  widely 
advertising  our  plans  to  give  away  some 
of  the  last  never-circulated  Presidential 
Coins  free,"  said  Speakman. 

Those  who  do  beat  the  order  deadline 
will  get  one  of  the  last  Presidential  Dollar 
Coins  free  so  they  can  handle  it,  show  it 
off  and  still  keep  the  valuable  vault  tube 
sealed  and  perfectly  intact. 

The  U.S.  Government  is  required  to 
mint  each  President  with  a  single  Pres- 
idential $1  Coins,  with  a  different  President 
appearing  every  ninety  days.  That's  why 
everyone  is  still  trying  to  get  the  last  of 
these  Presidential  dollar  coins  now  that 
minting  has  been  shut  off. 

"To  honor  each  President  there 
will  be  forty  sealed  vault  tubes 
in  all,  each  containing  twelve  j, 
never-circulated    Presi-  W 
dential  Coins.  That's  480   A  % 
coins.  But  with  the  forty  ^  f 
free  coins  everybody  is 
getting,  it  becomes  a 
spectacular  collection  of 
520  never-circulated  coins 
in  all,  loaded  into  two  sep- 
arate heavy  vault  boxes. 
Dnly  those  lucky  enough  to 
get  in  on  this  now  will  be  among 
:he  first  to  be  automatically  taken 
:are  of  with  all  of  the  new  Presidential 
Dollars  to  ever  be  minted  for  the  next 
i;en  years,"  explained  Speakman. 

The  Presidential  Dollars  may  be  hard 
,o  find  because  they  have  not  really  made 
;heir  way  into  the  National  Banking  Sys- 
,em.  Banks  will  not  honor  requests  for  the 
>ree  coins.  And  Banks  will  never  have 
\hese  crystal-clear  sealed  vault  tubes  of 
he  never-circulated  coins  that  show  off 
I  .he  rare  edge  markings.  Claims  for  these 
'ree  coins  which  are  in  never-circulated 
Condition  are  only  being  honored  by  the 
World  Reserve  for  the  next  seven  days 
ind  only  for  those  who  beat  the  deadline 
l  or  the  sealed  vault  tubes. 

"Just  look  at  that  stack  of  coins.  When 
i  Americans  get  their  hands  on  those,  they 
lire  really  going  to  do  a  double  take," 
Speakman  said.  W 


JACKPOT:  These  two  massive  vault  boxes  contain  the  sealed  vault  tubes  for  the  com- 
plete collection  of  forty  Presidential  Dollars,  480  coins  in  all.  Values  fluctuate,  but  just  think 
if  you  had  saved  2  vault  boxes  of  uncirculated  Eisenhower  Dollars  from  1973.  They  would 
now  be  worth  $6,912.00.  It's  a  real  steal  at  just  $28  for  these  crystal  clear  sealed  vault 
tubes  that  show  off  the  rare  edge  markings  and  protect  the  coin's  never-circulated  value. 

 ;  1 

How  to  get  free  Presidential  Coins 

Every  reader  of  this  magazine  who  beats  the  order  deadline  will  still 
get  one  of  the  last  never-circulated  Presidential  Dollar  Coins  free  with 
each  sealed  vault  tube  at  just  twenty-eight  dollars  plus  shipping.  Ra- 
tions of  these  coins  are  uncertain  because  minting  has  been  shut  off 
and  there  can  never  be  anymore.  Once  they're  gone,  they're  gone. 
By  law,  once  the  minting  shuts  off,  they  will  never  be  minted  again. 
So,  in  an  effort  to  maintain  an  orderly  distribution  of  the  World 
Reserve's  remaining  private  hoard  of  coins,  claim  lines  have 
been  established  in  three  Regional  Distribution  Zones. 

Q  Find  the  Regional  Distribution  Zone 
you  live  in  on  the  map  below 


CLAIM  CODE:  P02412 

World  Reserve  Monetary  Exchange 

THE  WORLD'S  PREMIER  PRIVATE  NUMISMATIC  EXCHANGE 


Call  the  Claim  Line  set  up  in  your  Distribution 
Zone  for  the  next  7  days  only 

If  you  live  in  Zone  O 

Call:  1-800-731-3564  Lines  open  7:45  AM  -  8:45  PM 
If  you  live  in  Zone  © 

Call:  1-800-326-1627  Lines  open  8:00  AM  -  9:00  PM 
If  you  live  in  Zone  © 

Call:  1-800-239-6745  Lines  open  8:15  AM  -  9:15  PM 

©2008  WRME  P00448  OF001552FM 


THE  INCREASE  IN  COLLECTIBLE  VALUE  OF  CERTAIN  PRIOR  ISSUES  OF  U.S.  COINS  AND  CURRENCY  DOES  NOT  GUARANTEE  THAT  CURRENT  ISSUES  WILL  ALSO 
INCREASE  IN  VALUE.  THE  WORLD  RESERVE  MONETARY  EXCHANGE  IS  NOT  AFFILIATED  WITH  THE  UNITED  STATES  GOVERNMENT  OR  ANY  GOVERNMENT 
AGENCY.  OH  RESIDENTS  PLEASE  ADD  SIX  PERCENT  SALES  TAX  AND  SORRY  NO  SHIPMENTS  TO  VT  AND  MA  RESIDENTS.  ALL  TRANSACTIONS  LESS  SHIPPING 
ARE  BACKED  BY  THE  WORLD  RESERVE  MONETARY  EXCHANGE  WITH  A  90  DAY  MONEY  BACK  GUARANTEE  OF  THE  PURCHASE  PRICE  UP  TO  $10,000.00. 
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AUCTION 

VAIL,  CO  •Tues,  March  18th*  1PM 
 1 — 
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19-t  Acre  Lake  Creek  Homesite 


Vail  Village  Home  with 
Separate  In-Law  Quart***^ 


7  Properties  -  6  Selling  Absolute! 

Don't  miss  this  unique  opportunity  to  bid  on  one 
of  seven  properties  located  in  the  Vail  Valley. 
Properties  include  single-family  homes,  a  duplex,  and 
homesites  all  with  amazing  views  of  the  Rockies. 

•  6BR/6.5BA  Home  Steps  to  the  Ski  Lift  &  Alpine  Club 

•  2+  Acre  Ski-in/Ski-out  Lot 

•  Vail  Duplex  Across  From     G RAND  ESTATES 
Cascade  Lift  auction  company" 

•  6BR/6.5BA  Wolcott  Home  cal1  for  a  FREE  color  brochure 

with  Big  views  1 .800.552.81 20 


www G-E-A.com  •  Robert  Kirk  CO  Broker  EI40032905 


60-80% 

OFF  RETAIL 


(800)  640-7639 

CALL  for  FREE  MAGAZINE! 
HolidayGroup.com/fm 

Trusted  Since  1992 


ONE  OF  THE  BEST  BUSINESS 
OPPORTUNITIES  EVER  OFFERED 


Present  dealers  are  making  more 
money  in  one  month  than  most 
people  make  in  one  year,  &  you 
are  welcome  to  speak  to  them. 
Our  patented  product  has  zero 
competition,  in  this  billion  dollar 
industry.  Being  first  to  market  you 
can  expect  to  make  an  annual  high 
six  figures.  One-on-one  training, 
low  one-time  investment  of 
$14,900  usually  recovered  in  first 
30  days. Change  your  financial  life. 

Call  866-635-8455 


NEVADA  CORPORATION 

Garry  Jones,  Esq. 


Pfttect  your  home,  fami: 


properties.  LLC,  LP 
sts  and  Corporation: 


NKVLNE  CARMELI.E 
E.A,  MS.  TAXATION 


For  a  private  consultation  please  cal 
949-623-8596 


BEEN  BURNED 

Dispute?  Owed  Money?  Bee 
Taken  Advantage  of  on  an  in 

vestment  or  business  deal? 

Ready  to  take  action  and  be 
compensated?  Don't  put  goo> 

money  after  bad. 
No  cost  unless  we  get  results 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


Grow  Your  Business ! 


Macroraar/c 

Everything  Targeted  J 

Multichannel  Marketing  Strategies 


i  1 

."■rn-H 


FOR  FREE  CONSULTATION  Contact  Steve  Carrara 
(845)  230-6317  or  email  Stevec@macromark.com 


Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)230-6300  www.macromark.com 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron's 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Klplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 

Instant  quotes  from 
Life  •  Auto  •  Health  • 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 

72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1 ,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


•  Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

•  For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

•  How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  65 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-490-6796,  ext.  101 
or  visit  us  online  at  www.insure.com. 


over  100  companies 
Home  •  and  More! 


Insure.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


./_ 


$ 


Date  of  birth  (MM/DD/YY) 


Age 


Coverage 


City  State 

Major  Illness  History:    LJ  Heart  Disease   CD  Cancer   D  Diabetes    D  Stroke    lJ  Other . 

(Please  check  all  that  apply.) 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  3/08 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled.  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic.org.  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
commissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©  1984-2008  lnsure.com,  Inc.  All  rights  reserved.  CA  agent  #0A13858, 
LA  agent  #200696,  MA  agent  #333509159.  Insure.com.  Inc.  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712.  in  LA  under  agent  #205078.  Insure.com,  Inc.  DBA 
Insure  com  Insurance  Services.  Inc.  in  UT  under  agent  #90093 
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THOUGHTS 


On  the  Business  of  Life 


i 

sn't  it  refreshing  to  have  a  sports  hero  who's  a  modest,  clean-cut,  wholesome,  earnest,  endeavoring 
young  man  like  Steve  Cauthen?  An  18-year-old  superachiever,  who  doesn't  mouth  off,  mug,  sneer 
at  his  fans,  berate  his  competition — and  hasn't  yet  endorsed  a  deodorant,  perfume  or  a  brand  of 
panty  hose.  May  he  live  long  and  keep  winning — though  even  if  he  never  won  again,  he's  a  real  winner. 

—MALCOLM  FORBES  (1978) 


In  war  there  is  no  substitute  for 
victory. 

—DOUGLAS  MACARTHUR 


There's  always  something  suspect  about 
an  intellectual  on  the  winning  side. 

—VACLAV  HAVEL 


The  victor  belongs  to  the  spoils. 

— F.  SCOTT  FITZGERALD 


Even  victors  are  by  victory  undone. 

—JOHN  DRYDEN 


It  is  not  the  cause  for  which  men  took  up 
arms  that  makes  a  victory  more  just  or 
less,  it  is  the  order  that  is  established  when 
arms  have  been  laid  down. 

— SIMONE  WEIL 


If  fear  alters  behavior,  you're  already 
defeated. 

— BRENDA  HAMMOND 


History  keeps  her  secrets  longer  than 
most  of  us.  But  she  has  one  secret  that  I 
will  reveal  to  you  tonight  in  the  greatest 
confidence.  Sometimes  there  are  no 
winners  at  all.  And  sometimes  nobody 
needs  to  lose. 

—JOHN  LE  CARRE 


In  the  fight  between  you  and  the  world, 
back  the  world. 

—FRANZ  KAFKA 


Defeat  is  a  thing  of  weariness, 

of  incoherence,  of  boredom.  And  above 

all  futility. 

— ANTOINE  DE  SAINT- EXUPERY 


The  enemy  came.  He  was  beaten. 
I  am  tired.  Goodnight. 

—HENRI  DE  LA  TOUR  D'AUVERGNE 


Every  man's  got  to  figure  to  get  beat 
sometime. 

— JOE  LOUIS 


The  moment  of  victory  is  much  too  short 
to  live  for  that  and  nothing  else. 

—MARTINA  NAVRATILOVA 


Victory  is  fleeting.  Losing  is  forever. 

— BILLIE  JEAN  KING 


Winning  is  overemphasized.  The  only 
time  it  is  really  important  is  in  surgery 
and  war. 

— AL  MCGUIRE 


Winning  is  important  to  me,  but  what 
brings  me  real  joy  is  the  experience  of 
being  fully  engaged  in  whatever  I'm  doing. 

—PHIL  JACKSON 


When  you  win,  nothing  hurts. 

—JOE  NAMATH 


If  a  tie  is  like  kissing  your  sister,  losing  is 
like  kissing  your  grandmother  with  her 
teeth  out. 

—GEORGE  BRETT 


We  came  so  close,  but  it  just  didn't  work 
out.  We're  already  moving  on. 

—PATRIOTS  COACH  BILL  BELICHICK 


Every  team  is  beatable,  you  know. 

—GIANTS  COACH  TOM  COUGHLIN 


J  have  no  greater  joy  than  to  hear 
that  my  children  walk  in  truth. 

—Ill  JOHN  4 

Sent  in  by  Lamar  Bullard,  Memphis,  Tenn. 


March  10,  2008  'Volume  181  •  Number  5  FORBES  (ISSN  0015  6914)  is  published  biweekly,  monthly  in  June,  with  an  extra  issue  in  April,  September  and  October,  by  Forbes  LLC,  60  Fifth 
Avenue,  New  York,  NY  1 001 1 .  Periodicals  postage  paid  at  New  York,  NY  and  at  additional  mailing  offices.  Canadian  Agreement  No.  40036469.  Return  undeliverable  Canadian  addresses  to 
International  Delivery  Solutions,  P.O.  Sox  456,  Niagara  Falls,  ON  L2E  6S8  Canada.  GST  #  1 2576  951 3.  PJ.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  5471 , 
Harlan,  IA  51 593-0971 .  Forbes  Subscriber  Service  is  available  online  To  subscribe,  change  your  address  or  for  other  assistance,  please  visit  www.forbesmagazine.com.  Or  write  to 
Forbes  Subscriber  Service,  P.O.  Box  5471 ,  Harlan,  IA  51 593-0971 .  Or  call  1  -51 5-284-0693.  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  available  to  reputable  firms.  If  you  prefer  that 
we  not  include  your  name,  please  write  us.  Copyright  ©  2008  Forbes  LLC.  All  rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the  U.S.  Patent  &  Trademark  Office. 


120      FORBES      MARCH  10,  2008 


4TH  LAW  OF  HEALTHONOMICS: 


Investing  to  keep 
employees 
working  and  healthy 
beats  paying  for 


them  when  they're 
out  and  sick. 


More  employers  are  rethinking  their  responses  to  escalating  health- 
care costs.  Why?  They  recognize  chronic  diseases  are  the  root 
problem.  Example:  An  employee  managing  his  diabetes  might  cost 
$5,000  per  year.1  An  employee  not  managing  his  diabetes  could  cost 
up  to  $45,000.'  The  win-win  here  is  that  by  providing  employees 
incentives  to  lead  healthier  lives  and  helping  them  manage  their 
chronic  diseases,  you  reduce  your  healthcare  costs.  And  you'll  have 
healthier  employees.  Sure  beats  the  alternative. 

Learn  about  lowering  costs  now  at  www.CenterVBHM.com 

i 


GlaxoSmithKline 


■ir 


Health  Alliance 


Reference:  L  Health  Partners.  Beyond  Benefits.  January  2006.  http://www.hcaithpartncrs.com:747/mcdia/beyondbcnerits/BB0106_  br  htm.  Last  accessed  8/3/07. 
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According  to  Forrester  Research,  more  than  half  the  enterprise 
companies  in  North  America  and  Europe  rely  on  Dell 
for  notebook  and  desktop  computers. 

Who  do  you  rely  on? 

-How  Enterprise  Buyers  Rate  Their  PC  Suppliers  And  What  It 
Means  For  Future  Purchases,  Forrester,  November  2007. 

K 

: 


GET  YOUR  FREE  COPY  OF  FORRESTER'S  REPORT  AT 

DELL.COM/Numberone 


D*LL 

V  'Pi 


.  -■     ■  •  '  ■ 

Actual  Forrester  quote:  "Dell  is  clearly  the  No.  l.enterprise  desktop  and  laptop  supplier."  Survey  question:  "From  which  vendor 
did  you  purchase  desktops  in  the  last  12  months?"  Base:  565  PC  decision-makers  at  North  American  and  European  Enterprises. 
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EXPERIENCE  THE  WORLD 


OF  RLX  AND  GET  EXCLUSIVE  VIDEO  GOLF  TIPS  FROM  LUKE  DONALD  AT 
RALPHLAUREN.COM/RLXGOLF 


JOHNSTON&MURPHY 


Diagonal  Scored  Belt 
Banning  Medallion  Lace-up 
Portfolio  Briefcase 


www.johnstonmurphy.com  800.445.82 1 8 


"Architecture,  fine  arts 
and  interiors  get 
heavy  play  in  a  Marable- 
commissioned  library 
(those  are  his  favorite 
subjects),  but  there's 
also  plenty  of 
fiction,  history,  books 
ibout  food  and  titles  like 

Living  with  Dogs"  PAGE  92 


74  Bohemian  Rhapsody 

Spring's  painterly  fashions  color  us  impressed. 

By  Mark  Grischke.  Photographs  by  Michael  Stratton 

82  Night  Light 

Landscape  lighting  is  the  design  world's  latest  bright  idea. 
By  Neal  Santelmann 

86  Spring  Ahead 

Keep  your  eye  on  the  time  with  a  few  of  today's  most 
mechanically  ingenious  watches. 
By  Jonathon  Keats 

82  Book  'Em,  Kinscy 

Rare-book  dealer  Kinsey  Marable  knows  that  a  good  library 
makes  the  man. 
By  Taylor  Antrim 
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Usual  Suspects 

16    FROM  THE  EDITOR'S  DESK  | 
Jack  of  all  trades 

20   THE  EYE  |  Loafing  with  Prada, 
precious  pigs,  starter  sport  plane, 
eco-chainsaw,  rare  rock  'n'  roll 
downloads,  top-shelf  tequila  and 
a  high-design  bench. 

37   TRAVEL  |  Just  the  ticket 

Edited  by  Richard  Natley 

96    MIXED  MEDIA  j  The  best  blogs, 
chamber  tango  from  Argentina, 
preppie  rockers,  Sean  Penn 
goes  Wild  and  a  book  about  the 
pleasures  of  certainty. 
Edited  by  Thomas  Jackson 

100    ASKED  &  ANSWERED  |  Gemologist 
Alan  Bronstein  has  pulled 
together  every  diamond 
under  the  rainbow  for  Lonouri's 
Natur.    History  Museum. 


49  Collecting 

Richard  Baron  Cohen's  porcelain  collection  is  no  load  of  crock. 
By  Finn-Olaf  Jones 

52  Spas 

Canyon  Ranch's  Biophysical250  health  test:  a  real  body  check. 
By  Lorraine  Cademartori 

57  Golf 

Linking  up  with  the  Swedish  golf  craze. 
By  Todd  Pitock 

62  Real  Escapes 

St.  Lucia  is  the  Caribbean's  latest  hot  spot  for  home  buyers. 
By  Taylor  Antrim 

67  Wine 

In  wine,  truth  is  in  the  eye  of  the  decanter. 
By  Richard  Nalley 

72  Boats 

An  Antarctic  Seal  for  hire  and  the  Postal  Service's  powerboats. 
By  Bernadette  Bernon 


RM01 2  Architect  Tourbillon  by  Richard  Mille.  www.richardmille.com,  $525,000.  Available 
at  Westime  Extraordinary  Watches,  Los  Angeles,  (310)  470-1388.  Photographed  by  Ron  Reeves. 
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t  s  a  choice. 
A  choice  to  speed  up  your  life 
oice  to  slow  it  down. 


Marquis  Jet  Card""  Owners  enjoy  the  uncompromising  quality, 
consistency  and  safety  ofNetJets",  25  hours  at  a  time. 
W        The  best  fleet,  pilots  and  service  in  the  world.  Make  the  choice 
to  accomplish  more.  Call  today  1.866. 538. $201  or  visit  Marquisjet.com. 


MARQUISJET 
274  6391  5381 

JOHN  T.  WATERS 
03/08  THtlU  83/09 
GULfSTIiW.  200 


All  program  flights  operated  by  NetJets  companies  under  their  respective  FAR  Part  135  Air  Carrier  Certificates. 
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How  to  Travel  Weil  on  a 
Weak  Dollar 

Your  money  will  go  farthest  if  you  visit 
these  international  spots. 

World's  Off-the-Beaten-Path 
Ski  Slopes 

Travel  to  these  far-flung  areas, 

and  you'll  see  some  of  the  globe's  most 

pristine  powder. 


it  F0RBES.COM  for  a  daily  dip  into  high-end  real  estate,  luxury  vehicles,  indulgent  travel 
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Is  Your  Soa  Safe? 
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From  the  Editor's  Desk 


Thank  You 
For  Sellin 


NORMALLY  IN  THIS  SPACE,  I  LIKE  TO  TALK  ABOUT  MYSELF:  M| 
recent  triumphs,  awards,  honorary  degrees,  theoretical  breakthroughs  in  th 
fields  of  lifestyle  journalism,  astrophysics,  hydrogen  energy,  what-have-you,  ths 
sort  of  thing. 

But  this  month — only — I'm  going  to  make  an  exception  to  talk  about  a 
accomplished  fellow  named  Jack  Laschever.  The  occasion  for  this  encomium 
perforce  a  sad  one:  Jack  is  leaving  ForbesLife  as  publisher,  after  three  and  a  ha 
years  at  the  company.  Three  and  a  half  very  good  years,  in  which  he  worked  tire 
lessly  and  sold  ad  pages  like  a  (what  is  the  correct  metaphor  here?  On  the  sixt 
floor  of  Forbes,  where  our  ad  sales  reps  lurk,  I  have  heard  them  speak  admiringl 
of  a  go-getter  colleague:  "She's  an  anima/l").  I  think  I  won't  call  Jack  "an  animal 
on  the  occasion  of  his  departure;  suffice  to  say  that  under  his  leadership,  along  wit 
associate  publisher  Moira  Forbes,  our  yearly  ad  pages  almost  tripled.  And  so  aj 
of  us  at  ForbesLife  who  still  have  jobs  because  of  Jack  Would  like  to  say  to  hin 
"Thank  you,  and  really,  we  didn't  mind  making  those  biweekly  deposits  from  ou 
paychecks  to  your  account  at  that  bank  in  Zurich." 

Why,  you  might  wonder,  would  a  grizzled,  highly  decorated  25 -year  veteran 
publishing  trench  warfare  want  to  move  on  to  another  career?  Jack  will  be  a  senic 
managing  director  of  Diversified  Private  Equities  Corporation,  a  New  York  ven 
ture  capital  firm.  Or,  as  Jack  would  probably  put  it,"VC  firm." 

"This  is  my  chance,"  he  said,  "to  practice  what  Forbes  preaches — entrepreneur 
ial  capitalism." 

We're  thrilled  for  him,  grateful  to  him  for  all  he's  done,  and  wish  him  all  the  best 
Next  month:  all  about  me. 
Enjoy  the  issue. 
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INSTRUMENTS    FOR  PROFESSIONALS1 


Pure  performance.  Absolute  precision.  Here  at  Breitling,  we  are  driven  by  a 
jingle  passion,  a  single  obsession:  to  create  ultra-reliable  instrument  watches 
for  the  most  demanding  professionals.  Each  detail  of  their  construction  and 
finishing  is  driven  by  the  same  concern  for  excellence.  Our  chronographs 
meet  the  highest  criteria  of  sturdiness  and  functionality,  and  we  are  the  only 
major  watch  brand  in  the  world  to  submit  all  our  movements  to  the  merciless 
scrutiny  of  the  Swiss  Official  Chronometer  Testing  Institute  (COSC).  One 
simply  does  not  become  an  official  aviation  supplier  by  chance. 
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BEHOLD,  GREEN  TECHNOLOGY  IN  THE  LAST  PLACE  YOU'D  EXPECT  TO  FIND  IT: 
a  chain  saw.  The  3.2-horsepower  Husqvarna  450E  features  the  Swedish 
company's  new  energy-efficient  X-TORQ  system,  which  purportedly  reduces  fuel 
consumption  by  up  to  20  percent  and  emissions  by  60 — without  sacrificing 
power.  The  woodpile  out  back  won't  stand  a  chance.  $380.  www.husqvarna.com. 


PET  SOUNDS 


THE  INTERNET  HAS  FINISHED  OFF  THE  LOCAL 


cord  store — but  the  hungry  music  fan  is  alive  and  well,  and  Anthology  Recordings,  a  website  of  rare  and  out-of-print  music 
rgely  from  the  '60s,  70s  and  '80s,  offers  a  feast  of  new  sounds.  Unjustly  forgotten  bands  such  as  Anonymous  from  1977,  the 
367  psychedelic  Swedish  act  Baby  Grandmothers  or  '80s  pop-punkers  The  Scientists  get  front-and-center  treatment  here, 
ampling  audio  clips,  artist  bios,  cover  art  and  photos  on  the  handsome,  newly  relaunched  site  is  like  digging  through  a  wonder- 
lly  eclectic  collection  of  used  vinyl.  Album  downloads,  $10-$12;  individual  tracks,  $1  each,  www.anthologyrecordings.com. 
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FLIPPER'S  NEW 
ADVENTURE 

THE  SLINGSHOT  DIVE  FIN  FROM  AQUA  LUNG 
delivers  three  innovations  to  underwater  enthusiasts. 
Silicone  straps  called  Power  Bands  stretch  as  you 
kick  your  feet,  then  snap  back  to  create  additional 
propulsion.  The  blade  of  the  fin  attaches  not  at  the 
toes  but  toward  the  middle  of  the  foot,  again  for 
additional  power.  Finally,  the  Gear  Shift  gives  you 
three  settings  to  choose  from,  enabling  you  to  make 
adjustments  below  the  surface  for  easy  gliding  or 
fighting  rough  currents.  Available  in  blue,  black/ 
silver  and  red  (shown).  $219.  www.aqualung.com. 


An 

Unlikely 
I  Yarn 

haven't  you  suffered  long 
enough?  Sferra  has 
transcended  its  old  top- 
of-the-line  bedsheets — 
woven  in  Italy  from 
Giza  70  Egyptian  cotton 
Get  ready  for  Giza  45,  sheets 
made  from  a  silky,  tiny  productio 
yarn  previously  used  only  by  a 
handful  of  luxury  shirtmakers. 
Available  in  ivory  or  white,  plain 
sateen,  jacquard  weave  or  what 
Sferra  claims  is  "the  lightest, 
softest  percale  the  world  has 
ever  seen."  Complete  queen-size 
bed  set  in  sateen  (as  shown), 
$2,895.  www.sferralinens.com. 


Drive  and  Drink  It  In 

BEARSHEAD  PRODUCTIONS'  NAPA  VALLEY  IS  NOT.  JUST  A  WINE  COUNTRY  TOUR,  IT  I 
a  lavishly  filmed  tour  de  force.  The  DVD  distills  three  years'  work  into  five  hours  of  intei 
views  and  mini-documentaries,  including  histories  of  many  of  the  Valley's  notable  wine 
ies  (Robert  Mondavi's,  for  instance).  An  Index  feature  lets  you  click  into  and  out  of  ar 
segment — tour,  history,  geology,  winemaking  knowledge,  to  name  a  few — at  will.  E 
the  end  of  it,  you  may  feel  like  a  Mondavi  yourself.  $40.  www.bearshead.com. 
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Dad, 
Can  I  Borrow 
The  Plane? 


in 

1  jJU 

THE  SPORTY  NEW  SRS  FROM 
light-sport-aircraft  specialist 
Cirrus  is  a  starter  plane.  A 
starter  wftaf?  "We're  truly  after 
the  younger  crowd,"  says 
Cirrus  cofounder  Dale  Klapmeier. 
The  SRS,  scheduled  for 
delivery  in  early  2009,  will  be 
lightweight,  fuel-efficient,  quiet, 
forgiving  to  fly  and  durable 
enough  to  withstand  your 
18-year-old's  bumpy  landings. 
(Or  your  own.)  Base  price 
$105,000.  Cirrus  is  taking 
deposits  at  www.cirrusdesign.com. 
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Keeping 
The  Beat 


|  t  used  to  be  that  wearing  a 

IGPS-enabled  jogging  device 
made  you  look  like  you'd 
just  beamed  down  from  the 
Enterprise  to  take  some 
tricorder  readings.  No  longer 
The  Garmin  Forerunner  405 
can  do  everything  its  plus-sized 
predecessors  did,  tracking 
distance,  speed,  direction,  heart 
rate  and  more.  Yet  it's  no 
bigger — and  no  more  ostentatious 
than  a  common  wristwatch. 
$320.  www.garmin.com. 


The  Match  Game 


FEAST  YOUR  EYES  ON  THIS  SOPHISTICATED  RETHINK  OF  THE  CLASS 
matching  game  from  Chicago-based  design  firm  BiNTH.  A  satisfyingly  sturdy  si 
ing  box  houses  48  laminated  tiles  (24  pairs)  crisply  screen-printed  with  engagi 
graphics — a  foraging  crow,  a  gently  undulating  jellyfish,  even  the  humble  hou: 
fly  is  charmingly  rendered  with  delicately  curving  antennae  and  diaphanous  win 
Tiles  and  box  are  made  from  recycled  materials  and  printed  with  water-base 
hand-mixed  inks  in  lemon  yellow,  licorice  black  and  lavender.  $44.  www.binth.ee 


26  I  ForbesLife 


"For  thi 


>ve  of  the  sea,  for  the  I 
for  falling  in  love  agai 


With  its  pink  sand  beaches  and  turquoise  waters,  you'll  definitely  feel  the 
love  of  Bermuda.  This  island  paradise  is  less  than  two  hours  from  the  East 
Coast,  assuring  that  you  can  spend  more  time  with  the  ones  you  love  and 
less  time  getting  there. 

For  affordable  packages  and  to  book  reservations,  please  call  1 .800. BERMUDA 
or  visit  bermudatourism.com.  Bermuda.  Home  of  the  2008  PGA  Grand  Slam. 


BERMUDA 

^&e£  $Ce-  herds'® 
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A 

NEW 
FLAME 

THE  FIREPLACE  WAS  LONG  DUE  FOR  AN 
upgrade.  Wood-burners  are  notorious  for  cough- 
ing up  smoke,  and  switching  to  natural  gas  calls 
for  pricey  installation.  The  new  EcoSmart  Fire 
collection  is  a  revelation.  The  Australian  com- 
pany's invention  requires  no  flue  or  connections 
and  burns  renewable  denatured  ethanol  so 
there's  no  smoke  or  soot.  The  design  is  modern 
chic,  and  the  freestanding  burner  can  be  placed 
anywhere — even  outdoors.  Shown:  Vision  model, 
$8,700.  (213)382-5656,  www.ecosmartfire.com. 


Neapolitai 
Cool  1 


how  do  Italians  manage  to  dress  s< 
elegantly  and  look  so  unruffled,  e 
when  temperatures  soar?  They're 
aided  by  classic  fabrics — crisp 
cottons,  linens  and  even  wools- 
that  are  woven  to  catch  the  slightest 
breeze.  Gianluca  IsaYa  (that's  pronounci 
iz-eye-AY-ya)  is  a  clever  tailor  whose 
Neapolitan  heritage  also  makes  him 
an  expert  when  it  comes  to  sultry  weath 
His  spiffy  pink  shirt,  cut  from  a  light 
Sea  Island  cotton,  keeps  air  circulating 
around  your  torso  so  you  don't  get 
hot  under  the  collar.  Made  to  measure  t 
$765,  at  Neiman  Marcus,  Barneys  New 
York  and  select  Saks  Fifth  Avenue  ston 
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CIS 


2008  MOTOR  TREND  CAR  OF  THE  YEAR 

In  today's  luxury  game,  the  question  isn't  about  whether  your  car  has  a  world-class  interior.  It  isn't  about 
available  features  like  all-wheel  drive,  a  304  hp  Direct  Injection  V6,  and  a  40-gig  hard-drive.  It  isn't  even 
about  industry  accolades?No,  in  today's  luxury  game,  the  real  question  is,  when  you  turn  your  car  on, 
does  it  return  the  favor?  Starting  at  $33,490*  Nicely  equipped  at  $43,380* 

CADILLHC.COM 


TM 


|  i 


m 


Bewitching  Bench 

esigner  Jiun  Ho's  Orlean  bench,  from  his  latest  Africa  collection,  has  that  rare 
stop-you-in-your-tracks  quality  that  can  immediately  anchor  a  room.  Inspired  by  the 
simple  post-and-beam  construction  of  a  wooden  bridge  near  Cape  Town,  South 
Africa,  the  solid-wood  seat  and  brass  legs  are  elevated  from  the  mundane  by 
striking  black-accented  red  lacquer  and  espresso  finishes.  Lengths  range  from  36 
to  96  inches.  $4,590  to  $7,090.  www.dennismiller.com. 


This  Little  Piggie  Went  To  College 

EMILE  DEFELICE  IS  ONE  WELL-EDUCATED  PIG  FARMER.  THE  EMORY  GRADUATE 
raises  thinking  man's  swine  at  his  Caw  Caw  Creek  farm  in  Calhoun  County,  South  Carolina, 
especially  if  what  you're  thinking  is:  Man,  I'd  like  to  taste  what  kind  of  pork  an  old-breed, 
acorn-snarfing,  free-roaming,  non-industrially-juiced-up  hog  might  offer  me.  Caw  Caw's 
-  iMKmmmmmmm  Large  Blacks  and  rare  Ossabaw  Island  pigs  (pic- 
tured here)  have  attracted  chef  customers  like 
Thomas  Keller,  Michel  Richard  and  Daniel  Boulud, 
and  just  plain  civilians  for  their  well-fattened,  full- 
bore  (full-boar?)  flavored  cuts  of  pork.  ("Think  of 
this  as  the  other  red  meat,"  suggests  DeFelice.) 
(803)  917-0794,  www.cawcawcreek.com. 


TEQUILA 
GOES  TO 
HEAVEN 

OK,  IT'S  $500— WHEN  YOU  CAN 
find  it — but  for  Patron  fans, 
the  new  Gran  Patron  Burdeos  is 
part  tequila,  part  turning 
point.  Triple-distilled  and  twice 
barrel-aged,  this  tequila  is  about 
as  far  away  from  late-night  belly 
shots  as  it  can  get.  The  price 
includes  a  crystal  bottle  and 
black  walnut  display  case,  but  the 
drink  inside  offers  plenty  to 
ponder  for  those  who  like  to  sip 
and  savor,  www.patronspirits.com. 
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Class  Slippers 

THE  THINGS  THAT  PRADA  DOES  TO  LEATHER 
could  make  anyone's  toes  curl  with  excitement, 
and  these  are  supple  proof. 

Who  said  comfort's  not  in  style?  $510, 
at  select  Prada  boutiques,  (888)  977-1900. 


SLEEK  TEAK 

THE  ARTHUR  LAU ER  COMPANY, 
based  in  New  York's  Hudson  River 
Valley,  is  the  only  major  manufacturer 
of  teak  outdoor  furniture  still  operat- 
ing in  the  U.S.  This  alfresco  dining  set 
features  black  powder-coated  steel 
accents  and  lush  seat  and  back  cush- 
ions, which  are  available  in  36  colors 
and  patterns.  Dining  chairs  (cushions 
im  luded),  $925  each;  dining  table, 
$1,595.  www.arthurlauer.com. 


Handheld  Help 

you  could  scour  antique  shops,  flea  markets,  trading  posts  and  swap  meets — and 
still  not  find  enough  testosterone  to  power  a  Tiffany  lamp.  Mai  specializes  ii 

collectible  tools,  fishing  tackle  and  knives,  making  it  the  ultimate  go-to  site  for 
the  guy  who  came  of  age  digging  through  his  father's  Stanley  toolbox.  Mantiques 
does  all  the  work,  finding  vintage  wrenches,  planes  and  rulers,  then  supplying 
the  411  on  their  provenance  and  condition.  Never  has  nostalgia  been  so  handy.  Shown: 
Antique  Davis  level,  patented  1867,  $400.  (949)  374-7478,  www.mantiques.net. 
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luxuryportfolio.com 


LUXURY 

PORT/OLIO 


FINE  PROPERTY  COLLECTION 


£'  2008  Luxury  Portfolio  Fine  Property  Collection  1  Offering  is  subject  to  errors,  omissions,  change  of  pnce,  or  withdrawal  without  notice  Ali  information 
considered  reliable;  howe/er,  ft  has  been  supplied  by  third  parties  and  should  not  be  relied  on  as  accurate  or  complete.  Equai  Housing  Opportunity. 
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Ravello:  dropping 
jaws  for  more 
than  1,000  years 


[avello:  A  visitor  who  scaled  Ravello's  heights  back  in  1137  described  the  town  as  "well-fortified  and 
lpregnable;  as  well  as  being  opulent  it  is  so  beautiful  that  it  can  easily  be  numbered  among  the  finest  and 
ost  noble  cities."  It  is  not  fortified  now,  though  anyone  who  has  driven  the  vertiginous,  slalom-run  roads 
the  Amalfi  Coast  will  testify  that  it  is  not  exactly  pregnable  to  this  day.  But  the  payoff  is  as  noble  as  ever. 
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Skip  the  frisk: 
Boston's 
Liberty  Hotel 


MASSACHUSETTS 

In  its  139-year 
history,  Boston's  Charles  Street 
Jail  housed  its  share  of  notable 
inmates:  suffragettes  who 
picketed  Woodrow  Wilson  in 
favor  of  the  19th  Amendment, 
a  German  U-boat  captain  who 
killed  himself  with  shards 
from  his  own  sunglasses,  even 
Frank  Abagnale,  Jr. — the 
1960s  con  artist  played  by 
Leonardo  DiCaprio  in  the  film 
Catch  Me  If  You  Can.  They  all 
hoped  to  get  out.  Quickly.  But 
on  a  recent  Saturday  night, 
the  line  of  people  hoping  to  get 
in  stretched  down  the  block. 

After  a  five-year,  $150- 
million  restoration,  the 
Charles  Street  Jail  reopened 
last  September  as  the  LIBERTY 
HOTEL — a  national  historic 
landmark  turned  boutique 
hotel.  Not  since  the  Four 
Seasons  Istanbul  opened  in  a 
revamped  Turkish  prison 
have  ultramodern  hotel  design 
and  classic  architecture 
complemented  each  other  so 
well.  The  main  restaurant  and 
lobby  bar,  Clink,  immediately 
became  the  city's  newest  hot 
spot,  giving  Bostonians  a 
reason  to  dress  up  and  celebrity 
types — including  Mick  Jagger 
and  Annette  Bening— 
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If" you  wake  up  at  the  HOTEL  CARUSO,  as  I  did,  to  birdsong  on  a  Sunday  morning  in  spring 
you  may  step  out  on  the  jasmine-scented  balcony  with  the  spangly  Gulf  of  Salerno  lit  up 
thousand  feet  below,  traced  here  and  there  with  the  chalk  trails  of  boat  wakes.  You  may  see  th< 
rumpled  headland  of  the  Capo  d'Orso  ("Cape  of  the  Bear"),  with  its  tile-roofed  villages  anc 
terraced  lemon  groves  like  some  ancient  Incan  fantasy,  gradually  emerge  from  the  fog  as  th« 
church  bells  start  to  ring. 

All,  room  service!  I  wandered  back  inside  the  room  itself,  which,  in  this  mountaintop  hotel 
was  actually  below  the  lobby  level,  with  the  sturdy,  hewn-rock  look  of  an  old  wine  cellar.  It  wa 
dominated — leaving  aside  the  gigantic  view — by  a  massive,  rough  limestone  double-arch  resting 
at  its  center  on  a  slender  pedestal,  like  a  circus  fat  lady  with  a  peg  leg.  Shards  of  gray  stone  pro 
truded  here  and  there  at  head-conking  height  from  the  limestone  meringue,  placing  a  premiun 
on  gathering  one's  wits  before  any  rush  to  answer  the  door.  Lethal,  sure.  But  picturesque  .  i  hell 

The  Caruso  opened  as  the  Pensione  Belvedere  in  1893  in  a  noble  palazzo  dating  back  to  tin 
11th  century.  So  quickly  did  the  hotel  establish  itself  among  a  certain  set  that  when  teno 
Enrico  Caruso  arrived  in  New  York  to  debut  at  New  York's  Metropolitan  Opera  ten  years  latei 
he  was  asked  before  signing  a  promissory  note  if  he  was  related  to  the  Belvedere's  owner 
Panteleone  Caruso  (and  apparently  answered  yes). 

Down  through  the  years  the  hotel  claimed  its  share  from  the  endless  stream  of  boldfac 
visitors  who  passed  through  Ravello,  from  Virginia  Woolf  to  Jackie  O  to  Bogie  and  Johr 
Huston.  Graham  Greene  worked  on  The  Third  Man  here,  William  Styron  on  Set  This  Hons 
on  Fire,  and  Gore  Vidal  (before  moving  to  Ravello  semipermanently)  knocked  out  Myr, 
Breckinridge  in  Number  9. 

All  of  these  people  may  well  have  enjoyed  their  stays,  but  only  Vidal  was  around  to  see  th 
property  polished  to  the  sheen  of  international  luxe  perfection  that  more  recent  visitors  (Roi 
Stewart,  Adam  Clayton  of  U2  and  Madeleine  Stowe,  for  example)  have  experienced.  Th 
Caruso  was  purchased  on  the  eve  of  the  millennium  by  the  Orient- Express  Hotel  Group,  whicl 
opened  its  apparently  bottomless  global  wallet  for  a  four-year,  $30-million  renovation — this  a 
a  property  with  fewer  than  50  guest  rooms. 

Among  other  things,  they  brought  in  a  renowned  art  restorer — his  resume  includes  worl 
on  Michelangelo's  Moses — to  refurbish  the  palazzo's  18th-century  frescoes,  and  Federio 
Forquet,  decorator  to  the  Agnelli  family,  to  design  the  in- 
teriors. Unexpectedly,  O-E  also  ended  up  hosting  govern- 
ment-mandated archaeologists  for  several  years  when 
construction  on  three  new  villas  on  the  grounds  turned  up 
medieval  artifacts  (now  on  display  at  a  nearby  museum). 

The  result,  as  one  person  at  the  hotel  put  it,  is  "high 
luxury,  low  profile."  (Which  might  also  describe  the 


THE  SETUP 


Hotel  Caruso: 
the  pool  at  the  top 
of  the  world 
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Better  sound  through  research  } 


ft 


The  picture  is 
only  Jialf  the  story. 


Get  the  full  home  theater  experience  with  Bose*  sound. 

The  creak  pf  a  floorboard  behind  you.  The  roar  of  a  crowd  around  you  It's  sound  that  brings  movies,  sports  and  music 
to  life.  Bose  Lifestyle  home  theater  systems  are  engineered  with  unique  technologies  to  reproduce  sound  with  vivid 
detail.  Because  room  size,  shape  and  furnishings  can  make  even  the  most  expensive  system  sound  like  one  worth  half 
the  price,  Lifestyle  systems  customize  the  sound  to  fit  your  room.  So  you  hear  rich,  accurate  surround  sound.  Plus,  they 
can  be  expanded  to  deliver  music  throughout  your  home,  even  outdoors.  Hear  one  of  our  premium  home  theater 
systems  for  yourself,  and  you  may  be  surprised  by  what  you've  been  missing. 


NEW 


Lifestyle  48  Series  IV 

DVD  home  entertainment  system 
Designed  for  those  who  want  a  complete  entertainment 
system.  Includes  built-in  DVD/CD  player,  up  to  340 
hours  of  music  storage  and  patented  uMusic*  intelligent 
playback  system. 


NEW 


Lifestyle  V30  home  theater  system 


Designed  for  those  who  want  to  select  their  own 
DVD  player  and  other  entertainment  sources. 
Makes  it  easy  to  connect  multiple  audio  and  video 
components,  and  then  hide  them  from  sight. 


1-800-434-2073,  ext. 5059  Bose.com/lifestyle 

Call  or  visit  us  online.  And  discover  why  Bose  is  the  most  respected  name  in  sound. 

©2007  Bose  Corporation.  Patent  rights  issued  and/or  pending,  the  distinctive  design  of  the  Lifestyle'  media  center  is  also  a  registered  trademark  of  Bose  Corporation.  CJJ00337 
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a  must-do  nightlife  destination 
in  Beantown. 

Once  you  finally  make  it 
to  the  door,  it's  easy  to  see 
why.  Gone  are  the  barbed  wire 
and  high  brick  walls  erected 
in  1851.  Now  uniformed 
doormen  greet  guests  who, 
after  entering  at  street  level, 
take  an  escalator  past  a  tile 
mosaic  depicting  historical 
scenes  and  famous  jailbirds. 
Look  closely  to  spot  Jane 
Fonda.  The  eye-popping 
90-foot  central  rotunda 
features  the  original  soaring 
ceiling  and  oversize  windows, 
exposed-brick  walls  and 
wrought-iron  chandeliers. 
Three  levels  of  balconies  are 
actually  the  prison's  old 
catwalks.  On  the  far  side  of 
the  atrium,  Clink's  leather 
chairs  are  coveted  real  estate. 

Such  a  plush  lobby  is 


■MET 


MARCH  201 


lingering  snobbismo  in  the  Ravellans' estimate  of  their  town  and  way  of  life  versus  glitzier  neig 
bors  like  Capri  and  Positano.)  The  renovation  retained  elements  of  studied  simplicity — floe 
of  terra-cotta  instead  of  marble,  say — but  dialed  up  the  impact  of  the  lovely  old  pile's  two  grea 
est  assets:  that  jaw-dropping  view  and  the  building's  quirky  architectural  heritage.  On  one  sil 
of  the  Caruso's  front  door  is  a  relatively  anonymous  narrow  street,  on  the  other  a  shimmerin 
almost  surreal  vision  of  the  Bay  and  Amalfi  Coast  through  the  huge  windows  of  the  lobby.  T! 
design  is  light  and  airy  throughout,  with  lots  of  places  to  experience  the  View,  and  a  plenitui 
of  nooks  and  lounging  spaces. 

The  terraced  grounds  are  modest-sized  but  gemlike,  with  spice-scented  breezes  from  tl 
flowers  and  herbs  and  climbing  vines  that  maintain  an  exuberant  tension  between  nature  seer 
ingly  ready  to  burst  at  every  seam  and  a  sense  of  artful  sculpting  that  honors  that  vitality  rath 
than  represses  it — a  kind  of  non-Protestant  gardening  that  reminds  one  of  the  corset-loose: 
ing,  ambush-of-joy  reputation  of  Italian  holidays  in  British  literature. 

The  showpiece  of  the  renovation,  however,  is  unquestionably  the  new  swimming  poc 
which  is  already  appearing  in  magazine  spreads  and  coffee  table  books.  At  the  highest  point 
Ravello,  just  past  the  hotel's  handsome  Portico  bar  and  lovingly  preserved  18th-century  dra\ 
ing  room,  the  pool  is  accessed  via  an  allee  of  roses  under  a  covered  pergola,  with  musical  rivuk 
of  water  (diverted  from  the  pool,  it  turns  out)  coursing  along  stone  runnels  on  the  sides. 
At  the  allee's  end,  the  top-of-the-world  infinity  pool  is  elliptically  shaped,  in  line  with  tl 

geography  of  the  escarpment,  which  presents  something  ol 
challenge  to  lap  swimmers.  But  the  challenges  pretty  much  er 
there.  The  casual  poolside  kitchen,  with  its  wood-oven  pizza 
fresh  seafood  buffets  and  Neapolitan  pastas,  outstrips  tl 
property's  ambitious  fine-dining  restaurant  for  pure  pleasui 
and  its  barman  was  hyped  as  making  the  Best  Bellini  in  tl 
World  by  Vanity  Fair,  for  what  that's  worth  (it's  a  fine  Bellir 
but  really...).  Bobbing  about  with  the  dizzying,  panoram 
view,  the  gentle  spring  sun  overhead  and  a  meal  in  the  offit 
of  pacchero  with  shrimp  and  courgette  flowers  washed  dov» 
by  a  cool,  crisp  Forastera  from  Ischia,  is  a  pretty  transportir 
experience.  Something,  say,  between  an  unusually  riveting  da- 
dream  and  daily  life  on  Mount  Olympus. 

—RICHARD  NALLE 


The  LjPggHotel: 
Theiufee-tiered 
balconies  are  the  old 
prison's  catw 


perfectly  at  home  in  a  plush 
neighborhood  overlooking  the 
Charles  River — but  Beacon  Hill 
was  a  strange  address  for  a 
prison.  Originally  a 
collaboration  between 
architect  Gridley  James  Fox 
Bryant,  considered  Boston's 
most  accomplished  architect 
of  the  time,  and  Rev.  Louis 
Dwight,  a  prison  reformer,  the 
Charles  Street  Jail  was  prau 
for  its  innovative  design  when 


it  opened,  including  large 
windows  for  fresh  air,  well-lit 
work  areas  and  private  cells. 
(Clink  diners,  who  can  view 
the  outline  of  the  8x10 
cells  on  the  restaurant's  floor, 
can  vouch,  however,  that  they 
were  far  from  luxurious.) 
The  building  eventually  fell 
into  disrepair.  A  temporary 
ceiling  built  in  1949  was 
so  shoddy  that  inmates  would 
rush  to  breakfast  in  hopes  of 


finding  a  seat  not  graced 
by  the  pigeon  droppings  that 
fell  through  its  huge  holes 
overnight.  A  U.S.  District 
Court  Judge  paid  a  surprise 
visit  to  the  jail  in  1973  and 
ordered  it  closed  immediately, 
ruling  that  its  condition 
violated  the  constitutional 
rights  of  those  incarcerated. 
The  last  inmate  was  finally 
transferred  out  in  1990. 

Massachusetts  General 
Hospital  bought  the  jail  and 
still  occupies  one  wing  of 
the  cruciform-shaped  building. 
It  sold  the  rest  to  Richard 
Friedman,  developer  of  Harvard 


Square's  Charles  Hotel,  who 
installed  18  guest  rooms  as 
well  as  meeting  rooms  and  a 
grand  ballroom  in  the  original 
structure.  He  also  completed 
the  cupola — part  of  Bryant's 
original  design.  A  new 
16-story  tower  houses  the  « 
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experience  the  iconic  scent  of 
Calvin  Klein  MAN  with  this  deluxe  gift  set. 
yours  for  $60.00,  an  $8 1 .00  value. 
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laining  280  guest  rooms. 
I  though  these  lack  the 
k-and-pipe  authenticity  of 
r  jailhouse  counterparts, 
1  offer  expansive 
vs  of  the  State  House, 
dential  Center  and 
way  up  the  Charles  River. 
While  the  accomodations 
certainly  comfortable, 
stay  at  the  Liberty 
ireak  out,  and  the  hotel 
rs  more  than  enough 
ions  to  leave  your  room, 
prison's  drunk  tank 
converted  to  Alibi,  a  bar 
another  new  player  in 
Boston  nightlife  scene. 
>  spring,  Scampo  (Italian 
'escape")  will  open, 
uring  James  Beard 
ird-winner  Lydia  Shire's 
temporary  Italian  fare, 
rhe  menu  at  Clink  is 
idedly  jumbled.  Truffled 
imel  popcorn,  fried  green 
atoes,  espresso-glazed 
rt  ribs,  Ishiyaki  Japanese 
stone  cooking  with  Kobe 
f,  four  tasting  sizes  of 
b — and  on  and  on.  The 
aurant's  "grazing"  style 
ins  there  is  something 
Bveryone,  though  non- 
lies  may  prefer  a  glass 
euve  at  the  adjoining  bar, 
re  the  urge  to  people- 
:h  becomes  insatiable 
i  if  your  appetite  isn't. 
Df  course,  a  former  jail 
't  become  a  hotel  without 
"wink-wink,  jail-is-fun" 
laraderie  pioneered  at 
itraz.  At  the  Liberty, 
minibar  is  "contraband," 
do-not-disturb  sign 
Is  solitary  and  Clink  staff 
orms  bear  prison 
ibers.  During  my  stay, 
shtick  produced  a  few 
wing  giggles  among 
guests,  but  the  Liberty 
ht  be  better  served 
:oncentrating  on  what  it 
s  best — providing 
lern  indulgence  coupled 
i  a  historic  setting  in  a 
that  doesn't  need  to  be 
to  take  pride  in  its 
ied  past. 

STEPHANIE  COOPERMAN 
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FRENCH  POLYNESIA 

Marquesas:  Plying  its  path  across  the  luminescent  seas  from  Tahiti 
to  the  remote  Marquesas  Islands  some  800  miles  to  the  north,  the  new 
ARANUI3  is  a  cozy  vessel  containing  only  63  cabins  and  a  few  hundred  passen- 
gers (some  in  dormitory- style  accomodations).  The  rest  of  the  ship  is  reserved 
for  ferrying  freight  among  these  far-flung  islands  and  returning  with  its  holds 
full  of  noni  fruit,  from  which  cosmetics  are  made.  The  swashbuckling  14-day 
journey  to  the  Marquesas  is  a  South  Seas  adventure,  albeit  one  with  French 
cuisine.  •  A  far-flung  outpost  of  French  Polynesia,  the  Marquesas  have 
names  redolent  of  the  exotic:  Nuku  Hiva,  Ua 
Huka,  Hiva  Oa,Tahuata,  Fatu  Hiva,  Ua  Pou.  Old 
volcanic  craters  that  have  been  thrust  up  from  the 
sea,  these  high  islands  are  ensconced  in  verdant 
greens  and  wreathed  with  the  sweet  scent  of  or- 
chids, bougainvillea,  ginger  and  jasmine.  Despite 
their  remoteness,  the  Marquesas  have  had 
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Tetania  Ah,  wilderness!  As 
we  ride  on  horseback  along  a 
green,  hilly  stretch  facing  the 
snowcapped  peaks  of  the 
Grand  Teton  range,  we  come 
to  a  slight  dip  and  see. ..a 
school  bus.  Bright  yellow, 
with  broken,  painted-over 
windows,  it  looks  like  a  Merry 
Prankster  throwback  from  the 
'60s.  Instead,  as  we  learn,  it 
belongs  to  a  scheming 
landowner  who,  through  a 
quirk  of  deeds,  holds  several 
acres  within  the  4,000-acre 
spread  owned — as  she  is  well 
aware — by  Microsoft 
cofounder  Paul  Allen.  The 
plan,  apparently,  was  to 
create  an  eyesore  and  hope 
Allen  would  buy  her  out. 

Not  a  foolproof  scheme  as 
it  turned  out,  since  the  bus 
has  been  sitting  here  for 
years.  Given  the  thousands  of 
acres  of  unimaginably 
gorgeous  and  unsullied 
Western  scenery  here  and  his 
various  other  homes  and 
yachts,  Allen  may  not  have 
even  noticed  this  minor 
smudge  on  the  land: 
He's  not  around  that  muc 
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their  share  of  famous  visitors  over  the  years,  Captain  James  Cook,  Jack  London,  Henna) 
Melville  and  Robert  Louis  Stevenson  among  them. The  artist  Paul  Gauguin  spent  his  last  yeaj 
on  Hiva  Oa  and  is  buried  there. 

The  panoramic  view  from  onboard  is  only  part  of  the  attraction  of  the  ship.  The  other 
getting  to  know  the  barefooted  and  tattooed  Polynesians  who  serve  as  its  crew  and  who  are  hj 
variably  kind  and  outgoing.  Some  of  them  do  double  duty  as  the  ship's  band,  and  you  can  g< 
swept  up  with  them,  sitting  on  the  deck  at  night,  the  breeze  in  your  hair,  watching  the  stars  c 
the  Southern  Cross,  and  listening  to  their  lively  singing  inTahitian  (accompanied  by  ukulele 
a  guitar  or  two  and  a  washtub  bass). 

Occasionally  the  Aranui3  ties  up  to  a  dock,  but  most  often  passengers  are  taken  ashore 
way  of  wooden  whaleboats.  While  the  crew  works  at  unloading  the  cargo,  you  are  free  to  vi.s 
the  villages,  shop  for  handicrafts,  watch  schoolchildren  perform  native  dances,  admire  m 
magnificent  Catholic  churches  or  just  stare  at  the  surf  rolling  into  empty  beaches.  For  the  moi 
adventurous,  there  are  hikes  into  the  backcountry,  including  several  to  jungle-covered  archaec 
logical  sites  with  tikis,  the  stone  images  thought  to  depict  Polynesian  deities. 

Lunch  is  usually  taken  on  shore  at  small  restaurants — really  more  like  the  porch  of  some 
one's  home,  and  a  typical  menu  includes  an  array  of  fresh  fish  marinated  in  lime  juice  an; 
coconut  milk,  lobster,  breadfruit,  bananas  and  papaya.  As  you  might  expect,  attire  is  casual 
the  boat  and  the  islands,  and  many  of  the  locals,  including  the  men,  wear  the  single  wraparoun 
cloth  called  the  pareo.  No  one  is  in  much  of  a  hurry  here,  and  the  attitude  is  contagious. 

—CECIL  KUHNII 


anyway. ..which  is  what  brings 
us  here.  Whenever  Allen  and 
his  family  members  aren't  in 
residence,  they  rent  the  place 
out.  Called  TETON  RIDGE 
RANCH,  the  sprawling  property 
is  located  on  the  Idaho  side  of 
the  Tetons.  Exceedingly  lavish 
in  its  setting,  it  is  far  less 
ostentatious  in  style  than  you 
might  expect. 

The  main  house  is  10,000 
square  feet  of  upscale  Western 
lodge:  lofty  cathedral  ceilings 
with  floor-to-ceiling  windows 
to  capture  the  mountain  view, 
knotty  pine  floors,  walls  and 
beamed  ceilings,  and  fireplaces 
of  local  stone  along  with  the 
de  rigueur  antler  chandelier. 
The  five  guest  rooms  in  the 
main  house,  plus  the  two 
in  the  separate  Aspen  Lodge, 
are  no-nonsense  and  cozy, 
with  wood-burning  stoves, 
rustic  prints  and  furnishings 
both  from  the  area  and 
far  away  (framed  paintings  of 
Western  scenes;  delicate  silver 
boxes  from  the  Philippines). 

The  only  sign  that  a 
computer  tycoon  had  anything 
to  do  with  the  house  is  the 


Offloading: 
the  Aranui3 
at  Nuku  Hiva 


presence  of  three  state-of-the- 
art  computers  in  a  downstairs 
room,  the  preferred  hangout 
of  three  teenagers  on  holiday 
with  their  family  the  week 
I  was  there.  Occasionally, 
their  parents  pried  them  out  to 
ride  one  of  the  45  horses 
in  residence  on  the  ranch  or  to 
go  white-water  rafting  around 
Jackson  Hole,  an  hour  away 
across  the  Wyoming  border. 


Fly-fishing  is  also  a 
big  deal  around  here,  on  both 
the  fabled  Snake  River 
and  the  Madison  River  in 
Yellowstone — which  is  close 
enough  for  guided  day  trips — 
or,  for  those  who  don't  feel 
like  venturing  so  far,  in  the  la 
on  the  grounds.  In  winter, 
the  activities  change  to 
cross-country  skiing,  sleigh 
riding,  snowshoeing  or 


A  view  on  the  Karoo: 
dining  at  Koro  Lodge 
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downhill  skiing  in  nearby 
Grand  Targhee. 

This  being  the  West,  there 
are  also  a  lot  of  ranch 
activities  involving  firearms, 
most  notably  at  the  top-notch 
sporting  clays  course, 
complete  with  shooting  tower 
and  instruction  in  the  art  of 
shotgun  management  by  Teton 
Ridge  Ranch's  affable  guest 
services  manager,  Jan  Betts. 
Having  nearly  shot 
(accidentally)  my  last  sporting 
clays  instructor,  however, 
while  trying  to  steady  a 
massive  shotgun  on  an  estate 
in  Wales  (he  was  holding  the 
tip  to  help  me  balance  the 
gun),  I  thought  it  best  to  let 
others  do  the  shooting.  Trying 
out  the  horses  seemed  a  safer 
option,  particularly  since  it 
allowed  me  to  get  an  overview 
of  the  area  from  chief  wrangler 
Kevin  Little,  whose  family  has 
been  here  so  long  that  there's 
a  mountain  (Little's  Peak) 
named  after  them — the  result 
of  government  surveyors 
attaching  the  names  of  area 
residents  to  the  mountains  in 
the  late  1800s. 

Somewhere  between 
discussions  of  Little's  family 
and  the  landowner  with  the 
bus,  I  discovered  a  unique 
pleasure  of  the  region.  The 
area,  at  least  in  summer,  is 
known  for  a  very  particular 
culinary  treat:  the  huckleberry 
milkshakes  served  up  by  the 
Victor  Emporium  in  Victor,  two 
towns  and  about  30  minutes 
away.  I  had  to  have  one,  and  I 
did — and  it  didn't  disappoint. 
Luscious,  rich,  mixed  by 
genial  high-school  students 
behind  a  soda  fountain 
counter  and  served  with  extra- 
wide  straws  so  the 
huckleberries  can  be  slurped 
through  them  whole,  this  is  a 
shake  for  the  eons,  or  perhaps 
an  ambassador  from  another, 
more  wholesome  age.  Very 
fitting,  since  Victor  seemed  a 
throwback  to  an  earlier  decade 
of  Americana,  from  the 
Emporium  itself — a  country 
general  store  selling 


OUTH  AFRICA 


Cederberg  Three  hours  north  of  Cape  Town,  BUSHMANS  KLOOF  i 

private  preserve  in  South  Africa's  Cederberg,  a  wedge  of  land  where  th 
Western  Cape's  red-hued  sandstone,  reminiscent  of  the  American  Southwes 
shades  into  the  Karoo,  a  semidesert  landscape  with  rocky,  flat-topped  outcrop 
pings  called  kopjes.  •  In  1992,  the  resort's  original  owners  bought  an  18,00C 
acre  portion  of  the  area,  which  had  been  partially  cleared  for  farming,  and  se 
about  returning  it  to  wilderness,  fitting  their  lodge  into  the  dazzling  setting 
•  Last  July,  the  current  owners,  the  Tollman  family  (Red  Carnation  Hotels 
tucked  the  new  KORO  LODGE  into  a  secluded  corner  of  the  property.  A  hand 
somely  appointed  house  with  two  bedrooms  en  suite  (including  one  with  th 
latest  in  primitive  luxe:  a  tiled  outdoor  shower 
with  excellent  water  pressure)  joined  by  a  parlor, 
it  sleeps  up  to  four  adults  and  four  children, 
thanks  to  a  loft.  A  veranda  wraps  around  two  sides 
for  gazing  off  into  the  bush.  The  place  also  comes 
equipped  with  a  house  manager  and  a  personal 
ranger  to  guide  and  narrate  game  drives  and 
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"Accuracy  is  everything 
when  the  nearest  hospital 
is  three  days  away." 

Dr.  Christopher  Hillman 

Nomadic  Doctor  in  the  Himalayan  Mountains 


At  14,000  feet,  Dr.  Hillman  travels  by  motorbike 
in  the  Himalayas  to  deliver  healthcare.  Equipment 
must  be  able  to  withstand  the  long,  harsh  winter  at 
"The  Top  of  the  World".  Which  is  why  a  dependable 
timepiece  like  a  Ball  watch  is  so  important  in  an 
environment  that  features  truly  adverse  conditions. 

The  watch  that  once  ran  America's  railroads  now 
helps  the  world's  explorers  keep  time.  There  is  no 
timepiece  that  is  as  rugged  and  dependable. 
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Self-powered  micro  gas  lights 
that  glow  100  times  brighter 
than  luminous  paint  for  more 
than  25  years. 


BALL 


Trainmaster  Pulsemeter  Pro 

Automatic  -  43mm 


Official 


Standard 


Since  1891 

Since  1891,  accuracy  under  adverse  conditions 

BALL  Watch  USA     www.ballwatch.com     Tel:  727-896-4278 

(see  web  site  for  complete  list  of  Authorized  BALL  Dealers) 

Valencia  Time  Center  24201  W  Valencia  Blvd  #2013  Valencia,  CA  91354  661-222-9700 
Julianna's  Fine  Jewelry   1632  Redwood  Hwy  Corte  Madera,  CA  94925  415-924-9711 
Designer  Collection  32100  Las  Vegas  Blvd   Primm,  NV  89019  702-874-1206 
Grenon's  of  Newport  210  Bellevue  Avenue  Newport,  RI  02840  401-846-0598 

AZ:  E.D.  Marshall  -  Scottsdale  |  CA:  Topper  -  Burlingame    Feldmar  -  LA    Chong  Hing  -  Milpitas    Ravits  Watches  -  SF 
FL:  Hess  Old  Northeast  -  St  Pete    Morays  -  Miami  |  IL:  Razny  -  Highland  Park  |  KY:  Merkley  Kendrick  -  Louisville 
MO:  Meierottos  -  Kansas  City  |  NY:  Joseph  Edwards  -  NYC    Kenjo  -  NYC    Bag  and  Eye  -  Niagara  Falls 
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everything  from  rain  gear 
and  fishing  rods  to  cowboy 
lunch  boxes — to  the  Spud 
Drive-In,  maybe  the  only 
movie  spot  in  the  country 
announced  by  a  giant  plaster 
potato  on  a  flatbed  truck. 

I  had  big  plans  to 
see  Spiderman  3  at  the  Spud, 
but  dinner  at  Teton  Ridge 
was  a  tempting,  multicourse 
affair  centered  around  dishes 
such  as  grilled  elk  or  roast 
rack  of  lamb,  and  the 
conversation  of  my  fellow 
guests  was  pretty  lively.  The 
evening  temperature  was  also 
around  32  degrees — too 
chilly  for  opening  the  car 
window  for  a  speaker,  at  least 
for  this  Easterner.  So  I  stayed 
in,  watching  a  fight-to-the- 
death  game  of  pool  and  trying 
to  spot  wildlife  lurking  out  on 
the  lawn.  Somewhere  else 
in  the  world,  Paul  Allen  was  no 
doubt  enjoying  himself,  but 
we  couldn't  have  been  happier 
hanging  out  in  his  great 
room,  hoping  to  spot  a  moose. 

—LAURIE  WERNER 
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expeditions  on  foot  or  mountain  bike.  Oh,  and  a  { 
vate  chef,  with  access  to  a  very  appealing  list  of  Sc 
African  wines. 

The  area  was  once  the  preserve  of  the  San. 
Bushmen,  who  roamed,  hunted  and  worshipped  h> 
leaving  behind  galleries  of  rock  paintings  in  nic 
and  overhangs,  a  drawing  in  fine-line  style  elepha: 
sheep  and  elands,  whom  they  saw  as  divine  creatu 
Other  drawings  depict  what  some  archaeologists  i 
pect  were  efforts  at  out-of-body  experiences  us 
plants  with  psychotropic  effects.  (If  you  wondei 
those  indigenous  plants,  the  fynbos,  still  abound; 
type  of  fynbos  makes  the  popular  tea  better  knowr 
its  Afrikaans  name,  rooibos.)  The  Bushmen  held 
here  until  1900,  having  become  the  hunted  the 
selves;  incredibly,  whites  mounted  their  heads  as 
phies.  Most  of  today's  San,  who  merged  with 
Khoi  nation  and  are  now  known  as  Khoisan,  live  off  to  the  northwest,  in  the  Kalahari. 

A  member  of  the  Relais  &  Chateaux  group,  Bushmans  Kloof  won  the  organizati 
Environmental  Award  in  2007  for  its  conservation  projects,  which  include  130  of  the  regi 
estimated  2,500  rock  art  sites.  Many  are  at  risk  of  being  lost  to  time,  water  and  erosion,  but  i 
ones  are  also  being  found.  The  reserve's  resident  archeologist  uncovered  a  beauty  last  Augu 
drawing  depicting  a  rainmaking  ceremony. 

You  can  cover  much  of  the  territory  in  an  open-air  truck  designed  for  off-roading  in  the  bi 
The  only  predator  is  the  Cape  mountain  leopard,  which  resembles  a  standard  leopard  but  is 
the  size.  A  local  scientist  is  studying  the  breed  to  see  if  it's  actually  a  new  species.  It's  sc: 
enough  not  to  be  a  bodily  threat  if  you  decide  to  explore  vehicle-free. 

Meantime,  the  assortment  of  herbivores  is  delightful:  herds  of  elands,  springbok,  gems! 
and  bontebok,  the  latter  characterized  by  white  blazes  on  their  faces  and  bottoms.  The  bin: 
is  splendid,  including  the  malachite  sunbird,  a  streaking  bulb  of  sunlit  emerald. 

And  then  there  are  the  rare  and  endangered  Cape  mountain  zebra.  There  are  just  1,60 
them  in  the  world;  they  look  like  standard-issue  zebra,  though  they're  smaller  and  their  str 
go  down  to  their  hooves,  among  other  things. 

"One  stallion  got  pushed  off  by  a  young  buck  and  went  to  live  by  himself  on  the  plains,"  A 
Vlok,  our  guide,  explained.  "His  hooves  kept  growing,  but  he  wasn't  living  on  the  hard  surf 
that  would  have  kept  them  filed,  and  they  grew  in  a  round  pattern,  so  eventually  he  had  to 1 
on  his  front  knees.  I  learned  an  important  lesson:  You  should  never  name  an  animal." 
"Why?" 

"It  made  it  very  hard  to  shoot  him.  That  was  the  worst  decision  of  my  life." 

Bushmans  Kloof  may  be  at  its  best  in  late  winter,  when  flowers  bloom  and  spread  like  w 
fire,  staining  fields  and  foothills  in  saffron  and  orange,  white  and  blood-red.  The  blooming 
son  comes  in  August  and/or  September — seasons  are  reversed,  of  course,  in  the  soutl 
hemisphere — and  lasts  between  one  and  two  months.  For  planning  purposes,  it's  somethir 
a  moving  target,  since  no  one  can  predict  when  the  flowers  will  come  out  or  how  long  they 
last,  though  hitting  the  bull's-eye,  as  we  did  last  August,  is  a  brilliant  experience  in  every  se 

But  wait:  There's  more.  Just  as  the  rock  art  telescopes  thousands  of  years  of  human  his 
the  brilliant  night  sky  hereabouts  is  a  window  onto  light-years  of  the  universe.  In  fact,  bee 
of  its  dark,  clear  sky,  the  Karoo  is  also  home  to  the  Southern  African  Large  Telescope,  the  lai 
single-optical  telescope  in  the  southern  hemisphere. 

The  Karoo  is  a  marriage  of  time  and  space — of  what  is  dazzling  because  it's  ancient  and 
manent  md  what's  precious  because  it's  fleeting  and  elusive.  —TODD  PITC 
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1IVATE  ISLAND  RESIDENCES  AND  VILLAS  IN  THE  TURKS  AND  CAICOS 

i  private  island  in  the  Caribbean,  there  exists  one  of  the  world's  rarest  living  experiences.  With  the  talent  of  seven  internationally 
iwned  architects  and  the  award-winning  hospitality  services  of  Mandarin  Oriental,  Dellis  Cay  will  grace  you  with  the  privacy  and 

luxury  you  deserve  in  the  most  idyllic  location  ever  imaginable, 

first  of  this  exclusive  collection  designed  by  Piero  Lissoni  are  the  Hotel  Residences  and  a  collection  of  Ocean  and  Beach  Villas. 

Ownership  opportunities  are  limited  and  begin  at  $2  million. 

For  inquiries,  call  or  visit  us  online  +  1  888  872  8513 
Dellis  Cay  Sales  and  Design  Lounge  +  1  800  644  0533 
www.delliscay.com 
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Ibtain  the  Property  Report  required  by  Federal  Law  and  read  it  before  signing  anything.  So  Federal  agency  has  judged  the  merits  or  value,  il  any.  ol  this  property  rhis  is  not  an  offering  in  any  jurisdiction 
mere  prior  qualification  is  required  and  no  marketing  or  sales  literature  will  be  forwarded  to  or  disseminated  in  sue  h  jurisdictions  unless  we  have  met  such  qualifications  All  images  are  conceptual 
BEfermgs  and  we  expressly  reserve  the  right  to  make  modifications.  All  prices  are  estimates  only  and  are  .subject  to  change  without  notice  Wc  are  pledged  10  tin-  letter  and  spirit  ol  "US  policy  for  the 
mcnt  of  equal  housing  opportunity  throughout  the  nation.  We  encourage-  and  support  an  affirmative  advertising  and  marketing  program  ill  which  the  re  arc-  no  barriers  to  obtaining  housing  because 
;  color,  religion,  sex.  handicap,  familial  status,  or  national  origin.  The  ()  Property  Collection  and  its  affiliates  are  the  developers  and  offerors  ol  the  real  property  being  ottered  for  sale  as  the  Residences  at 
rin  Oriental  Dellis  Cav.  Turks  and  Ones  ("Residences")  Neither  Mandarin  Oriental  Hotel  Group  nor  any  affiliate  thereof  ("Mandarin  Orie  ntal"),  nor  then  respective  officers,  directors.  ^r.-nts  or 
iees  are  in  any  way  offerors,  issuers  or  underwriters  of  any  oflei  ing  tor  sale  ol  the  Residences.  Mandarin  Oriental  has  not  assumed  and  shall  not  have  any  liability  arising  out  of  the  sale  of  the 
ticcs,  including,  without  limitation,  any  liability  or  any  responsibility  tor  any  financial  Statements,  projections  or  othe  r  hnaiicial  information  contained  in  any  sales  and  marketing  materials,  prospec  tus 
lar  written  or  oral  materials.  Mandarin  Oriental  does  "not  guarantee  or  represent  that  all  or  any  of  the  Residences  will  remain  branded  as  "Mandai  in  Oriental"  lor  any  se-t  term,  since  the-  relevant  License 
i  terminated  by  the  parties  thereto  at  any  time  in  accordance-  with  its  terms  or  at  law 


Collecting  by  Finn-Olaf  Jones 


)ne  morning  last  November,  in  a 
special  private  skybox  overlook- 
ing Sotheby's  New  York  main 
:tion  gallery,  Richard  Baron  Cohen, 
,  was  growing  despondent.  "This  is  a 
lector's  worst  nightmare,"  he  said. 
He  had  thought  he  was  the  only  one 
h  a  serious  interest  in  the  small  round 
ile  commissioned  by  Napoleon  that 
s  on  the  block,  but  had  still  flown  back 
m  a  porcelain  collecting  trip  to  Vienna 
Did  in  person.  "I  like  to  read  the  energy 
myself  to  see  what's  going  on,"  Cohen 
i.  Yet  here,  in  his  private  bidding  room, 
ich  Sotheby's  sets  up  for  its  high  rollers, 
energy  was  fading  faster  than  the  1812 
reat  from  Moscow.  The  table,  which 
tured  delicate  paintings  of  nine  French 
.teaux  on  the  three-foot-diameter  porce- 
1  top,  was  fetching  unexpected  atten- 
i.  Most  bidders  had  dropped  out  before 
table  hit  the  low  end  of  the  $800,000 
51.2  million  estimate, but  someone  on 
floor  below  was  bidding  it  to  an  un- 
cedented  level. 

When  the  bidding  reached  $5  million, 
hen  knew  it  was  pointless  to  continue, 
e  table  went  for  $6.2  million — the  high- 
price  ever  paid  for  a  single  piece  of  porce- 
i.  Within  hours,  having  developed  a 
iperature  of  103  degrees,  Cohen  jumped 
i  flight  back  to  Austria  to  drown  his  sor- 
r  in  other  acquisitions. 


rE  NEVER  BEEN  ABLE  TO  GET  IT  ACROSS  TO 
iple,"  Cohen  said  later  from  his  Empire-style  desk  in 
>om  overlooking  Long  Island  Sound.  "Porcelain  has 
body  heat,  but  for  me  it  radiates.  It  combines  so  many 
ngs  for  me  that  finding  the  right  piece  is  almost  a  re- 
ous  experience  when  it  happens." 
Sprawled  across  the  desk — and  seemingly  every  sur- 
:  in  his  giant  Centre  Island,  New  York,  home — is  one 
the  world's  largest  private  porcelain  collections,  a 
id-bogglingly  colorful  kaleidoscope  of  some  3,000 
icate  vases,  plates  and  accoutrements,  most  with  paint- 
s  of  royal  palaces  and  personages  so  bright  and  per- 
tly  preserved  under  the  glaze  that  you  are  reminded 
t  porcelain  painting  was  the  digitization  of  its  time. 
If  you  thought  porcelain  collecting  was  something 


Crockery 
Hunter 

Richard  Baron  Cohens 
elegant  compulsions 

amount  to  a  delicate  matter. 
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little  old  ladies  with  nice  tea  sets  did,  think 
again.  It  has  become  a  big  business,  espe- 
cially among  men  with  a  yen  for  history. 
"There  are  more  men  in  this  market  than 
women,"  said  Christina  Prescott-Walker, 
senior  VP  and  director  of  European 
Ceramics  at  Sotheby's.  "Values  have  been 
steadily  increasing  for  over  ten  years.  You 
have  to  remember  that  these  ceramics 
aren't  just  beautiful  objects.  They  have 
strong  historical  ties.  Porcelain  was  what 
royalty  and  other  powerful  people  gave 
each  other." 

Once  upon  a  time,  only  the  Chinese 
knew  how  to  make  "the  white  gold,"  and 
they  managed  to  keep  its  manufacture  a 
closely  guarded  secret  up  until  the  early 
18th  century,  when  European  scientists 
caught  on.  Local  production  in  rival 
European  states  blossomed  as  royal  courts 
strove  to  have  the  best  workshops — not 
least  because  porcelain  became  the  cur- 
rency of  prestige  and  power  between  rulers. 

But  then  came  the  French  Revolution 
and  social  upheaval.  By  the  time  Napol- 
eon renewed  royal  patronage  of  the  Sevres 
factory,  porcelain  had  entered  a  new 
Golden  Age,  thanks  to  improved  manu- 
facturing technologies  that  enhanced 
its  pliability  while  allowing  for  higher- 
quality  gilding  and  paint  to  be  applied 
to  its  surfaces.  Suddenly  Europe's  royal 
crockery  took  on  fantastical  new  forms, 
the  shiny  surfaces  becoming  the  perfect 
medium  for  miniature  painting  that  even 
now  rivals  photography  for  vibrancy  of 
detail  and  color. 

And  the  fine  paintings  are  what  Cohen 
covets.  "Most  porcelain  collectors  concen- 
trate on  porcelain  from  specific  work- 
shops, like  Sevres  or  Royal  Copenhagen," 
said  Cohen.  "But  I  collect  a  period.  The 
neoclassical  period,  from  the  late  1790s 
to  1830,  with  its  precision  painting,  is 
what  interests  me." 

Cohen  can  afford  to  make  the  most  of 
his  interests.  Born  into  a  family  already 
prosperous  through  Manhattan  real  estate 
development,  Cohen  expanded  his  for- 
tune by  buying  Chudnow  Manufacturing, 
a  company  that  specializes  in  beverage 
dispensers.  Every  time  vou  go  to  a  Dairy 
Queen,  you  are  probably  indirectly  donat- 
ing to  Cohen's  collection. 

Although  his  mother  had  a  few  pieces 
of  porcelain  when  he  was  growing  up, 


Cohen  knew  little  of  the  genre  until  1994, 
when  on  a  trip  to  London  he  wandered 
into  a  shop  that  would  change  his  life. 

"I  saw  these  Viennese  porcelain  plat- 
ters that  had  hyperrealistic  topographical 
paintings  on  them," recalled  Cohen.  "I  got 
hooked  on  the  fact  that  the  lines  and  col- 
ors that  you  can  achieve  in  porcelain,  par- 


tings in  a  living  room  reveals  a  set  i 
plates  used  by  Lady  Emma  Hamilton,  tl 
femme  fatale  of  Admiral  Horatio  Nelscj 
of  Trafalgar  fame.  The  set  had  cost  Coh« 
$300,000.  "Only  two  of  these  plates  hai 
come  to  market  in  the  past  40  yearsi 
Cohen  said. 

If  that  makes  you  want  to  tread  mo 


ticularly  in  the  early  1800s,  are  far  more 
realistic  than  other  painting." 

His  mansion,  based  on  the  Petit  Trianon 
Palace  in  Versailles,  is  named  Twinight 
because  of  the  ethereal  pink  and  blue  light 
that  envelops  the  estate  between  dusk  and 
night.  It's  also  the  name  given  to  Cohen's 
porcelain  collection,  highlights  of  which 
are  now  in  a  traveling  exhibit  coming  to 
New  York's  Metropolitan  Museum  of  Art 
this  September. 

A  random,  decidedly  non-bull-like 
ramble  through  Twinight  is  an  early- 19th- 
century  history  lesson  wrought  in  porce- 
lain, from  the  library  fireplace,  a  gift  from 
the  French  court  to  the  English,  to  the  many 
plaques  and  vases  featuring  Napoleon's 
and  Wellington's  officers  still  confronting 
each  other  across  the  rooms.  Indeed,  locks 
of  both  generals' hair  share  a  drawer  in 
Cohen's  dressing  room. 

A  closer  look  at  a  pile  of  dinner  set- 


carefully,  then  the  $900,000  he  paid  f 
part  of  the  Service  Forestier — a  sen 
of  highly  gilded  plates  produced  by  t 
Sevres  workshop  in  the  1830s  and  '4 
featuring  unbelievably  detailed  epic  vie' 
of  forests  from  around  the  world — mig 
make  you  swear  off  indoor  ball-playing 
"Richard's  collection  is  probably  top 
its  genre,"  said  Jody  Wilkie,  who  ru 
Christie's  ceramics  department.  "You 
have  to  have  something  truly  extraorc 
nary  to  be  able  to  add  to  it." 

Cohen  has  indeed  thought  up  som 
thing  truly  extraordinary.  Three  yes 
ago  he  commissioned  a  special  141 -pie 
porcelain  set  from  the  Royal  Copenhag 
porcelain  factory  in  Denmark.  It  was  t 
first  major  private  commission  the  facte 
has  had  in  a  century,  and  rivaled  the  mo 
eccentric  standards  set  by  some  of  the  mc 
inbred  royals  of  yore.  "I  have  loved  hi 
popotami  ever  since  I  was  a  little  kid,"ss 
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hen.  "They  are  such  dangerous  animals 
1  yet  they  are  so  placid  and  family  ori- 
ed.This  provided  me  with  the  oppor- 
iity  to  combine  two  great  passions." 
Sending  photographer  Sarah  Gal- 
ith  around  the  world  to  photograph 
pos  in  101  zoos  in  33  countries,  Cohen 
;cted  his  favorite  photos  to  be  hand- 


painted  on  Royal  Copenhagen  settings  by 
renowned  Danish  porcelain  artist  Jorgen 
Steensen,  who  was  pulled  out  of  semire- 
tirement  for  the  commission. 

The  result  is  both  astonishing  and 
almost  surreal,  with  the  lumbering  beasts 
swimming,  nuzzling  and  gaping  large  and 
pink  from  the  delicate  lacelike  patterns  of 
Royal  Copenhagen's  plates,  saucers  and 
bowls.  Each  hippo's  name,  zoo  and  city  is 
carefully  painted  on  the  back  of  each  piece. 

The  $500,000  he  spent  on  the  set  seems 
like  a  big  price  tag  for  a  pile  of  modern 

Clockwise  from  left:  Flora  Danica  from 
Royal  Copenhagen,  the  Versailles-inspired 
Twinight,  Cohen  himself,  Napoleon's  lock 
and  one  of  Cohen's  beloved  hippopotami 


crockery  unlikely  ever  to  be  used.  Yet  the 
plates  have  proven  to  be  particularly  popu- 
lar in  the  traveling  exhibition.  Perhaps  a  fu- 
ture Cohen  will  be  collecting  these  pieces 
with  the  same  reverence  the  current  one 
pays  to  royal  treasures  of  two  centuries  ago. 

Which  raises  the  big  question:  What 
should  an  investment-minded  collector  be 
buying?  "Buying  what  you  like  is  always 
the  best  advice,"  said  Sotheby's  Christina 
Prescott-Walker.  "Richard  bought  what 
he  personally  loved  right  from  the  outset, 
and  many  of  his  pieces  have  gone  up 
tremendously  in  just  a  few  years.  Right  now, 
early-18th-century  Meissen  is  popular 


because  of  all  the  royal  provenance,  while 
Russian  porcelain  has  really  taken  off  be- 
cause Russians  have  a  renewed  interest  in 
their  own  heritage." 

But  unlike  with  paintings,  you  needn't 
be  an  oligarch  to  buy  into  the  top  shelf 
of  the  porcelain  market.  "This  is  a  very 
e?sy  market  for  collectors  to  enter,"  said 
Prescott-Walker.  "You  can  buy  really  good 
things  with  historical  links  and  royal 
provenances  for  just  $5,000  to  $10,000." 

One  doesn't  have  the  feeling  Cohen 
sees  his  collection  as  an  investment. 
Despite  claims  of  being  a  misanthrope, 
he's  obviously  having  fun.  A  big  fund- 
raiser for  rebuilding  a  royal  palace  in  the 
center  of  Berlin  (bombed  during  World 
War  II  but  perfectly  preserved 
in  painted  miniatures  through- 
out Twinight)  is  planned  for 
this  spring,  with  Cohen's  man- 
sion to  be  rigged  up  as  a  replica 
of  the  schloss.  And  Cohen  trav- 
els to  speak  at  exhibitions  of  his 
porcelain.  "On  the  whole,  I  find 
that  the  conversations  are  more 
interesting  on  the  porcelain  cir- 
cuit than  the  beverage-dispens- 
ing circuit,"  Cohen  noted.  Last 
year  he  was  feted  in  Berlin's 
Charlottenburg  Palace  in  honor 
of  his  50th  birthday  and  the 
opening  of  the  exhibit  of  his 
collection.  The  world's  top 
porcelain  collectors  and  experts 
traveled  from  as  far  away  as 
Japan  to  attend. 

"People  who  collect  are  mal- 
adjusted. We  like  to  create  order," 
said  Cohen. "Nothing  makes  my 
soul  feel  better  than  reuniting 
pieces  in  a  set  that  might  have  been  sepa- 
rated for  two  centuries." 

But  does  he  ever  eat  off  his  treasures? 
In  his  kitchen,  the  cook  has  set  a  table  with 
plain  modern  dishware.  "I  can't  stand  to 
eat  anything  off  a  surface  that  has  a  paint- 
ing on  it,"  said  Cohen.  • 


"Refinement  and  Elegance:  Early  Nine- 
teenth-Century Royal  Porcelain  from  the 
Twinight  Collection,  New  York,"  will  be 
shown  at  New  York's  Metropolitan  Museum 
of  Art,  September  9, 2008,  to  April  1 9,  2009. 
The  488-page  exhibition  catalog  published 
by  Hirmer  Verlag  is  available for  $99. 
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An  Uneasy  Mark 

Canyon  Ranch  enters 
the  medical-screening 

business  with  Biophysical250. 


M 


ost  of  us  gauge  our  health  by  one  or  two 
measures:  how  we  feel  on  a  daily  basis,  or 
whether  or  not  our  doctor  gives  a  thumbs-up 
at  the  annual  checkup.  Imagine,  then,  a  test  that  may  en- 
able you  to  know  more  about  the  state  of  your  body,  and 
in  far  greater  detail,  than  you  ever  have  before.  Would 
you  change  your  behavior  based  on  its  findings?  Would 
you  even  want  to  know  some  of  the  results  such  a  test 
would  reveal?  Would  you  know  what  to  worry  about  and 
what  to  ignore? 

Such  are  the  issues  raised  by  biomarker  testing,  which 
has  gained  a  foothold  in  executive-wellness  programs 
across  the  country  as  well  as  among  some  private  prac- 
tices. The  concept  of  a  blood-based  biomarker  is  nothing 
new:  For  instance,  the  finger-prick  a  diabetic  gives  him- 
self to  get  a  blood-glucose  reading  is  a  biomarker.  Cancer 
patients  are  accustomed  to  blood  tests  that  indicate 
whether  cancer  cells  are  still  evident  or  the  disease  is 
in  remission.  And  the  blood  work  done  at  your  annual 
physical  typically  measures  some  biomarkers.  What  is 
relatively  new  is  the  zeal  in  medical-research  circles  to 
use  extensive  biomarker  testing  as  a  quantifiable  measure 
of  a  person's  overall  health  and,  possibly,  as  a  warning  flag 
for  potential  health  problems  down  the  road. 

Always  ahead  of  the  spa-industry  curve,  especially 
in  matters  health-related,  Canyon  Ranch  recently  began 
offering  a  comprehensive  biomarker  exam,  the  Bio- 
physical250,  to  clients  at  its  Tucson  and  Lenox,  Mas- 
sachusetts locations.  (Its  Miami  Beach  residential 
community,  Canyon  Ranch  Living,  will  start  offering 
the  test  in  July.)  For  more  than  two  decades,  Canyon 
Ranch's  physicians  have  principally  worked  as  "preven- 
tive health  consultants,"  according  to  corporate  medical 
director  Mark  Liponis,  M.D.  They've  offered  bone-den- 
sity scans,  stress  tests  measuring  oxygen  consumption 
and  the  like,  says  Liponis.  "We  feel  that  Biophysical 
gives  the  broadest  scope  in  three  areas:  detec  ion  in  the 
presymptomatic  phase;  detailed  risk  assessm  ent  so  we 
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e  everyday  takes  on  a  new  perspective.  With  Westin  WORKOUT®  Tnis  is  now  it:  should  feel: 

i  can  keep  your  body  in  shape  with  a  routine  from  fitness  guru  m  m  w 

rid  Kirsch  and  your  mind  sharp  with  challenging  brainteasers  r I 

Ti  Dr.  Gary  Small.  SpreadyourwingsatWestin.com/brainbody.  HOTELS  8.  RESORTS 


can  figure  out  what  to  work  on  in  terms 
of  prevention;  and  in  terms  of  personal- 
ization, it  can  help  us  know  how  to  treat 
people — we  know  that  treatment  is  not 
a  one-size-fits-all  experience." 

For  a  fee  of  $3,480  (separate  from  the 
typical  expenses  of  a  Canyon  Ranch  stay), 
interested  Canyon  Ranch  guests  simply 
fast  for  12  hours  prior  to  an  early-morn- 
ing blood  draw  and  consultation  with 
a  Canyon  Ranch  physician.  (The  amount 
of  blood  drawn  is  only  two  vials,  so  guests 
can  proceed  with  normal  activities  after- 
ward.) Results  of  the  250  biomarker 
measurements  are  usually  available  in 
about  two  weeks,  after  which  the  client 
again  consults  with  the  Canyon  Ranch 
physician — assuming  they're  still  staying 
at  the  spa.  (If  not,  phone  consultations  are 
available,  though  Stephen  Brewer,  a  phys- 
ician at  the  Tucson  campus  of  Canyon 
Ranch,  maintains,  "I  never  do  labs  without 
seeing  the  patient,"  feeling  that  in-person 
consults  can  prevent  misunderstanding.) 

Once  a  full  report  has  been  generated, 
clients  receive  a  spiral-bound  notebook 
containing  results,  clustered  by  specialty 
(infectious  diseases,  cancer,  cardiovascular, 
etc.),  as  well  as  a  graphic  display  of  the  re- 
sults, a  lab  report  and  a  glossary  of  bio- 
markers.  The  significance  or  possible  cause 
of  any  abnormal  or  "out-of- range"  result  is 
explained  in  the  notebook,  and  the  client 
can  also  discuss  any  questions  with  the 
physician  who  walks  them  through  the 
report.  The  results  can  be  as  unsurprising 
as  confirmation  of  a  long-suspected,  low- 
level  version  of  an  easily  treatable  con- 
dition— anemia,  for  instance — to  a  high 
level  of  alpha-fetoprotein,  which  has  been 
linked  to  some  liver  disorders. 

Biophysical  Corporation,  the  Austin, 
Texas-based  firm  that  created  the  Bio- 
physical250,  is  affiliated  with  Rules-Based 
Medicine,  a  lab  that's  received  biomarker 
research  grants  from,  among  others,  the 
National  Cancer  Institute.  "We  had  a  pool 
of  biomarkers  based  on  what  Rules-Based 
Medicine  has  been  doing  with  [the  phar- 
maceutical industry],  and  the  literature 
revealed  that  these  are  very  interesting 
and  novel,"  says  George  Rodgers,  M.D., 
president  and  chief  medical  officer  of 
Biophysical.  "We  thought,  'If  we  wanted 
a  full  complement  of  markers  for  a  person, 
what  would  they  be?'" 


Trouble  is,  what  a  "full  comple- 
ment" reveals  is  open  to  some 
debate.  Many  physicians  take 
issue  with  the  scope  of  a  test 
like  Biophysical's,  maintaining  that  even 
healthy  people  will  show  some  abnormal 
results  in  such  a  broad  survey.  Though 
Biophysical  advises  patients  to  consult 
their  own  doctors  in  that  event,  there 
is  always  the  anxiety  of  uncertainty  to 
contend  with. 

"Wow,  250,  that's  quite  a  number,"  says 
Stacy  Tessler  Lindau,  M.D.,  an  assistant 
professor  of  obstetrics  and  gynecology 
and  medicine  (geriatrics)  at  the  University 
of  Chicago.  "Biomarkers  can  be  markers 
of  disease,  of  progression,  or  [in  cancer 
patients]  of  response  to  treatment  such 
as  chemotherapy,"  she  explains.  Though 
she  applauds  the  "direct-to-consumer" 
trend  in  health  care  generally — marketing 
prescription  drugs  to  consumers,  for  in- 
stance— Lindau  and  others  are  concerned 
about  the  inevitable  false  alarms  that  come 
with  broad-based  screening.  "The  prob- 
lem is  that  there  is  really  a  lot  of  biolog- 
ical and  physiological  knowledge  that 
goes  into  interpreting  these  tests,"  she 
says.  "They  can  cause  unnecessary  fear, 
maybe  unnecessary  follow-up  tests."  Not 
to  mention  a  doctor's  second-guessing  his 
better  medical  judgment  (don't  order  that 
test)  in  favor  of  his  legal  judgment  (better 
order  that  test  just  in  case). 

Rodgers  concedes  that  comprehensive 
biomarker  screening's  acceptance  in  the 
medical  community  is  far  from  universal. 
"Biomarkers  are  mostly  used  for  moni- 
toring people  with  cancer;  it's  not  in  the 
mainstream  of  screening  for  cancers.  It's 
a  novel  approach,"  he  says. 

That  novel  approach  has  good  inten- 
tions but  also  raises  privacy  concerns: 
While  insurance  companies  generally  do 
not  offer  coverage  for  extensive  screen- 
ings, and  Biophysical  guarantees  con- 
fidentiality, no  one  wants  to  be  denied 
.Coverage  years  down  the  road  for  a  "preex- 
isting condition"  based  on  an  out-of- range 
or  perhaps  ambiguous  biomarker  result, 
especially  if  they  remain  asymptomatic. 

Though  its  accuracy  at  detecting  pre- 
cancerous conditions  is  far  from  estab- 
lished, the  test  has  proven  beneficial  for 
•ome  patients.  Former  reporter  Susan  Yara 
ok  the  Biophysical250  test  after  years  of 


low-level  but  persistent  digestive  discoi 
fort  that  was  never  accurately  diagnos< 
despite  numerous  tests  for  thyroid  d 
orders  and  irritable  bowel  syndrome.  I: 
exam  revealed  inordinately  high  levels 
gastrin — an  indicator  of  atrophic  gastri 
or  pernicious  anemia,  a  deficiency  of  v 
amin  B12.  "Dr.  Rodgers  said  that  the 
levels  were  not  normal  in  someone  my  aj 
and  told  me  some  of  the  possible  cause 
recalls  Yara.  "I  was  kind  of  freaked  ou 
Skeptical  of  the  test  but  tired  of  misdis 
noses,  Yara  took  the  results  to  her  doct 
who  referred  her  to  an  endocrinologist, 
the  meantime,  Rodgers  told  her  althou 
she  was  largely  asymptomatic,  the  de 
ciency's  effects  were  cumulative,  and  "or 
that  starts  happening,  you  can't  turn 
back."  After  consulting  with  the  skepti 
endocrinologist  who  reluctantly  ordei 
additional  tests  and  blood  work,  t 
diagnosis  was  confirmed.  Yara's  conditi 
turned  out  to  be  easily  treatable.  "It  1 
changed  my  life,"  she  says. 

About  1,000  people  have  taken  t 
Biophysical250  exam,  and  most  of  t 
problems  discovered  are  unsurprisii 
"Cardiovascular-related  [issues]  are  m 
common — we'll  [also]  get  some  more  £ 
vanced  things,"  says  Rodgers.  "Becai 
there's  such  an  epidemic  of  obesity 
this  country  we  get  a  lot  of  metabc 
[problems],  inflammation,  lots  of  thyn 
problems.  It  just  reflects  our  populatio 

Of  course,  any  test  is  really  jus 
measure  of  a  particular  biomarker 
that  moment  in  time.  For  that  reas 
Biophysical  recommends  that  peo 
over  40  and  in  good  health  take  the  t 
every  two  to  three  years,  the  better 
measure  the  rate  of  change  in  values  O' 
time.  Liponis  says  that  Canyon  Rancl 
also  working  with  Biophysical  on  dev 
oping  other,  more  specialized  tests,  si 
as  an  antiaging  exam,  measuring  diff 
ent  biomarkers  from  those  found  on 
250  test.  "When  we  look  at  biomarkt 
it's  just  a  piece  of  the  puzzle  in  life,"  s 
Brewer.  "And  there's  250  little  pieces  h 
that  may  give  us  a  clue  into  someth 
that  may  be  going  on,  or  has  a  chance 
going  on."  • 

Biophysical250  is  available  through  Can 
Ranch  spas.  (800)  742-9000,  www.can 
ranch,  com,  www.  biophysicalcorp.  com. 
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What  would  yours  say? 


Golf  by  Todd  Pitock 


lish  link:  Falsterbo 
!  country's  best- 
rn  coastal  course. 


/hen  you  arrive  at  the  Falsterbo  Golf  Club  on 
the  southern  tip  of  Sweden,  you're  excited  to 
play  in  what  is,  they  say,  one  of  the  world's 
:  golf-crazy  countries.  The  sky's  gray  and  the  wind's 
ring  in  as  you  scan  the  panorama  of  a  rolling,  natural 
se  with  long  windswept  grasses  in  waste  areas  sepa- 
g  the  holes.  There  are  high-lipped  bunkers  and  a  big 
tone  building  overlooking  the  sea. 
wo  locals  you  just  met  step  up  and  strike  long  drives 
the  gale.  They  are  tall  and  strong  fellows,  Vikings 
golf  clubs.  You  want  to  get  your  own  good  start  off 
:ee.  Sadly,  your  first  shot  is  a  sizzling  slice,  bending 
tfd  three  o'clock.  You  hit  a  provisional  ball  somewhat 
ler  right.  It  is  discouraging, 
et,  worse  things  can  happen. 

or  example,  when  you  look  for  the  errant  shots,  you 
d  find  a  woman  by  the  open  hatch  of  her  car,  the 
of  her  golf  shoes  untied,  her  eyes  dazed,  as  she  tells 
in  Swedish,  a  language  you  never  knew  you  under- 
i,  that  she  was  just  struck  in  the  head  by  someone's 
She  didn't  see  you  strike  it,  and  you  didn't  see  it  strike 
3Ut  the  odds  are  somewhat  better  than  even  that  you 
esponsible  for  giving  her  temple  the  glow  and  color 
le  of  those  candy  Swedish  Fish. 
I'm  feeling  dizzy  and  nauseous,"  she  says,  now  in 
lish,  lightly  patting  the  high  left  side  of  her  chest, 
tie  here,"  you  think,  though  it  seems  the  wrong  mo- 
t  to  express  empathy.  You're  worried  about  her,  and 
t  this  could  cost,  not  necessarily  in  that  order. 


Hittin 
The 
Swede 
Spot 

Sweden's  mad 
for  golf — 
who  knew? 
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One  of  the  other  two  players,  Markus, 
is  a  club  professional.  He  came  for  a  re- 
laxing round  with  his  brother,  Henrik. 
Markus  says  to  go  on  playing  and  he'll 
attend  to  the  woman.  You  hesitate.  He 
insists.  That  she  is  conscious  and  upright 
are  good  signs. 

"Oh,  look,"  you  say,  "there's  my  ball." 
You  drop  it  on  the  fairway  and  play  on. 
On  the  next  tee,  you  try  to  shake  off  your 
worries,  and  nearly  hit  a  house.  Then  you 


his  Swedish  wife,  Elin  Nordegren,  was 
working  as  a  nanny  for  Jesper  Parnevik, 
he  of  the  funnily  upturned  cap.  More  than 
600,000  other  Swedes  also  play,  men  and 
women,  couples  and  families,  and  though 
junior  participation  has  declined  sharply 
of  late,  not  unlike  tennis  did  before  it,  you 
see  all  ages  on  the  nation's  courses.  These 
number  around  600,  among  the  most  per 
capita  of  any  country  in  Europe. 

Skane,  the  southern  region,  is  a  popu- 


The  Barseback 
Golf  &  Country  Club  is 
one  of  Skane's 
more  than  70  courses. 


skull  a  ball  and  almost  provide  a  local  chef 
with  a  nearby  goose.  Perhaps  it  would  be 
wiser  just  to  use  a  putter  the  rest  of  the  way. 

"Don't  worry,"  Henrik  says,  "in  Sweden 
everyone  is  automatically  insured."  A 
mind  reader.  "People  here  don't  sue." 

Hard  heads,  soft  hearts.  You  give  your 
driver  another  try. 

Almost  two  decades  ago,  Swedes 
swapped  national  passions,  fuzzy  yellow 
balls  for  hard,  dimpled  ones,  and  the 
years  of  tennis  glory — Borg,  Wilander 
and  Edberg — gave  way  to  golf.  Annika 
Sorenstam  is  probably  the  greatest  woman 
golfer  ever.  Henrik  Stenson,  the  world 
#6  as  of  this  writing,  is  a  new  darling. 
More  than  two  dozen  other  Swedes  play 
in  the  PGA  and  the  LPGA,  and  the 
European  tour,  men  and  women,  has  an- 
other 60-odd  Swedes,  according  to  the 
Swedish  Golf  Federation 

Even  Tiger  Woods  has  a  connection — 


lar  vacation  spot.  A  bridge  connecting 
Skane  to  Denmark  opened  in  2000,  mak- 
ing it  an  efficient  40-minute  commute  to 
Copenhagen,  and  the  Danes,  who  once 
ruled  the  area,  are  returning,  attracted  by  a 
charming  countryside  of  coastlines,  castles 
and  about  75  golf  courses.  The  climate 
isn't  Scottsdale,  but  it's  temperate  enough 
for  Falsterbo  to  be  open  all  year. 

Your  ambitions  are  as  modest  as  ever: 
Keep  the  ball  in  play  and  do  no  harm. 
Usually  the  harm  is  to  your  ego.  Yet  here, 
in  one  swing,  as  it  were,  you  killed  both 
birds  with  one  stone.  Normally  the  biggest 
risk  of  golf  in  Sweden  is  rain.  Alas,  that 
gets  you  too.  The  campaign  has  barely 
started,  and  Falsterbo  is  your  Waterloo. 
You  run  for  cover  after  just  nine  holes. 
Call  yourself  tourist.  The  Swedes,  accus- 
tomed to  being  pelted,  play  on. 

On  day  two,  you  get  off  to  a  better  start 
at  the  Barseback  Golf  &  Country  Club's 


Master's  Course,  the  site  of  the  2( 
Solheim  Cup  (the  women's  Americ 
European  showdown)  and  the  2( 
Scandinavian  TPC,  hosted  by  Ann 
Sorenstam.  The  opening  holes  are  1 
with  a  generous  lane  of  fairway,  and  h 
turf  woven  so  tightly  that  yesterday's  r 
and  the  morning  dew  have  rolled  off 
beads  on  a  windshield.  The  roughs  in 
early  morning  are  damp  but  cut  low, 
greens  large  and  true. The  eighth  hole 
gins  a  stretch  of  fetching  variel 
par-three  that  carries  a  pond 
a  fountain  and  looks  down  o 
seaside  plain. The  next  three  h 
continue  for  a  taste  of  Swed 
links.  Then  you  are  back  on 
parklands,  with  big  trees 
big  bends  and  doglegs.  This  ti 
when  the  rain  comes,  you  brav 
out.  By  #18,  you  feel  you  ai 
hero,  and  it  is  like  a  practical  j 
the  way  that  barely  five  mini, 
after  you  finish  the  round  a  sh 
stroke  of  wind  squeegees  off 
clouds  and  the  sun  appears. 

You  give  a  moment's  thou 
to  playing  Barseback's  ot 
route,  the  Donald  Steel  Cou 
but  in  the  afternoon  you  drive 
the  coast  to  take  in  the  sights. 
Inland,  you  see  tracts  of  far 
B|£  the  shore  has  fishing  villages  v 
old  but  well-kept  A-frame  hoi 
and  privacy  gardens  thick  with  brig 
sturdy  flowers. The  few  people  you  see 
often  strikingly  beautiful. 

You  arrive  in  Molle.  Its  nature  prese 
is  famed  as  the  first  beach  in  Europe  1 
permitted  mixed-sex  bathing,  and  it 
veloped  a  reputation  as  a  den  of  vice.  4 
was  great  marketing,  and  soon  there  w 
direct  train  from  Berlin.  Visitors  wc 
send  postcards  from  the  next  villagi 
avoid  bearing  the  Molle  postmark. 

And  there  in  the  reserve.. .Could  it 
Yes,  it  is!  A  golf  course.  It  has  steep 
vations  and  360-degree  sea  vistas, 
a  lighthouse  erected  atop  boulders  c 
precipice  at  the  tip  of  the  peninsula.  i\ 
and  women  are  making  good  on 
area's  original  sin  by  playing  golf  toget 
You  continue  another  hour  to 
Halmstad  Golf  Club  Tylosand,  recc 
mended  because  it  hosted  the  Solh 
Cup  last  September.  The  parkland  coi 
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Introducing  the  NEW 
Bose®  Computer  MusicMonitor. 


We  strive  to  always  introduce  new  products 
that  provide  real  benefits  to  users  over  what 
exists.  Once  in  a  while,  a  product  comes 
from  our  research  laboratories 
that  exceeds  all  our  expectations 
and  genuinely  excites  the  peo- 
ple in  our  other  departments 
who  are  exposed  to  it  during  the 


testing  phase.  When  this  happens  we  gener- 
ally contain  our  enthusiasm,  talk  in  ads  about 
the  new  technology  that  made  the  product 
possible,  and  leave  it  to  others 
to  comment  on  the  performance. 
This  time  we  are  bursting  with 
enthusiasm  and  we  decided  to 
share  it.  So  here  we  go! 


BEWARE  THIS  IS  THE  MANUFACTURER  TALKING! 

1 .  WE  BELIEVE  that,  with  respect  to  the  accuracy  of  music  reproduction,  the 
Computer  MusicMonitor™  establishes  for  us  a  new  threshold  for  two-piece 
computer  sound  systems. 

2.  WE  BELIEVE  that  the  Computer  MusicMonitor™  also  comes  the  closest  to 
our  goal  that  sound  is  meant  to  be  heard  and  not  seen.  It  is  the  first  time  we 
have  been  able  to  produce  sound  quality  like  this  with  only  two  such  small 
enclosures  containing  all  the  electronics  and  speakers.  And  we  think  that  you 
will  appreciate  the  appearance  of  the  little  that  you  do  see. 

3.  WE  BELIEVE  it  is  truly  a  simple  system  to  install.  It  should  take  you  about  as 
long  to  connect  it  as  it  takes  to  remove  it  from  the  box. 

4.  WE  BELIEVE  that  it  is  what  YOU  BELIEVE  that  counts. 


THUS  OUR  RECOMMENDATION  IS: 

Drop  into  any  one  of  our  Bose  Stores  for  a  five-minute  demonstration  and  join  in 
our  enthusiasm!  We  think  that  your  eyes  may  not  believe  your  ears! 


For  your  nearest  Bose  Store,  contact  1-800-407-2673,  ext.  CH125 
or  visit  www.Bose.com/CMM. 


Better  sound  through  research® 
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is  impeccably  groomed,  with  long,  love- 
ly, curving  holes  that  are  a  challenge  for 
players  much  better  than  you.  Golf  is  cer- 
tainly the  reason  they  come,  since  the  area 
is  otherwise  very  boring  and  leaves  you 
too  much  time  for  more  negative  swing 
thoughts.  The  club's  2,000  members  pay 
just  $700  a  year. 

"Do  you  have  to  be  Swedish?"  you  ask. 

"No,  but  there  is  a  waiting  list  now  of 
15  or  20." 

"Is  that  people  or  families?" 

"Years." 

Fortunately,  as  with  all  courses  here, 
you  can  show  up  and  just  pay  the  daily 
fee  of  $90. 

It  is  a  five-hour  train  ride  to  Stock- 


and  colorfully  plastered  old  buildings, 
and  too  many  tourists  and  shops  that  sell 
them  postcards,  so  you  continue  walking 
to  the  formerly  working-class  southern 
sector  that  has  become  fashionable  a  la 
New  York's  SoHo.  It  is  called  SoFo. There 
are  no  tourists.  There  are  men  pushing 
strollers  and  sitting  in  espresso  bars  with 
other  men  with  strollers.  You  hear  that 
Sweden  offers  480  days  of  parental  leave. 
You  wonder  why  they  are  not  out  playing 
golf  at  the  state's  expense. 

By  morning,  your  appetite  is  whetted 
for  more  golf,  with  a  final  round  at 
Kunsangen  Golf  Club,  which  you  still 
cannot  pronounce,  and  which,  45  minutes 
from  Stockholm,  with  its  60-plus  golf 


of  contempt  for  the  system,  Sweden's  at 
peal  only  grows. 

Back  in  Stockholm,  there  is  one  moi 
thing  to  see:  the  Vasa  Museum.  In  161 
King  Gustavus  Adolphus  commission 
the  greatest  ship  of  this  seafaring  peopl 
As  his  nobles  and  subjects  gathered  fi 
its  maiden  voyage,  the  ship  set  sail  ar 
promptly  sank.  When  word  reached  po< 
Gustavus,  who  was  in  Poland  at  the  tim 
he  must  have  felt  the  king  of  failure.  ( 
was  finally  brought  up  in  1961,  remarl 
ably  well-preserved  thanks  to  the  col 
brackish  water.) 

You  are  sensitive  to  the  notion 
dashed  hopes  and  victims. Talk  about  gc 
ting  off  to  a  bad  start  off  the  tee. 


it  is:  the  seaside 
town  of  Molle 

holm,  where  you  set  up  camp  at  the  Grand 
Hotel,  which  opened  in  1874  across  from 
the  Palace.  This  is  a  prime  location  in 
Sweden's  capital,  a  metropolitan  area  of 
1.9  million  people  that  stretches  out  across 
an  archipelago,  much  of  which  is  con- 
nected by  bridges.  The  Stockholm  sky- 
line has  filigreed  cast-iron  spires,  brick 
bell  towers  and  copper  roofs  that  have 
oxidized  to  a  pale  green.  You  spend  a 
morning  with  a  guide  who  takes  you  to 
City  Hall,  an  imposing  Renaissance-style 
building  whose  Blue  Hall  provides  the 
setting  for  the  Nobel  Prize  Banquet.  The 
walls  of  its  Golden  Hall  glow  with  a 
mosaic  of  18  million  pieces  of  glass  and 
gold,  with  scenes  that  tell  the  history, 
hopes  and  myths  of  Sweden,  plus  a  picture 
of  New  York's  Statue  of  Liberty. 

The  old  town  has  narrow  cobble  streets 


courses,  you  are  relieved  just  to  find.  There 
are  two  courses,  the  King's  and  the  Queen's. 
The  King's  stretches  and  recedes,  widens 
and  narrows.  There  are  trees;  there  is  water. 
There  is  no  threat  of  rain;  despite  sun,  you 
hear  thunder. 

"No,  that's  just  the  military  training," 
you  are  told.  You  are  careful  not  to  shoot 
the  ball  out  of  bounds;  here,  they  might 
shoot  back. 

The  green  on  the  11th  hole  overlooks 
an  immense  field  of  wildflowers.  The 
flagsticks  on  the  course  bear  the  blue 
and  yellow  of  the  Swedish  flag.  You  pause 
to  enjoy  the  scene. 

"The  European  Community  pays  you 
not  to  develop,"  says  a  retiree  with  a  mean 
game  of  golf.  "If  you  work  and  have  initia- 
tive, you  lose  money.  If  you  do  nothing, 
you  get  rich."  Although  you  detect  a  note 


You  feel  a  kinship  across  centuri 
From  the  hotel,  you  pick  up  the  phone. 

"Is  Gunilla  home?  I'm  the  guy  who 
her  in  the  head  with  the  golf  ball." 

She  thanks  you  for  calling.  You  tha 
God  she  answers.  She's  fine.  She  ev 
played  the  next  day.  "I  hope  it  didn't  n 
your  round,"  she  says.  As  if  you  didn't  f 
bad  enough.  "Maybe  a  guardian  anj 
saved  me,"  she  says. 

Or  me,  you  are  inclined  to  say. 

Fine  folks,  the  Swedes.  • 

SAS  flies  to  Copenhagen,  the  nearest  po 
to  Skdne,  and  to  Stockholm.  To  make  res 
vations  at  the  Radisson-SAS  Malr, 
(888)  201-1718,  www.radissonsas.ee 
The  Grand  Hotel  is  at  www. grandhotel 
For  golf,  go  to  www.skanegolf.com  a\ 
www.  visitsweden.  com. 
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SIMMS.  TORRE.  BIGELOW. 

Three  great  names.  One  green  tea. 


SSjpBB  You  get  to  a  point  in  your  life  and  career  where  you  can  stop  thinking  about  what 
flREENTEA  J  everybody  else  is  doing,  thinking,  and  saying  —  and  just  do  what  you  know  is  right. 

,  .  Drink  Bigelow  green  tea. 


it  www.bigelowt0a.com  and  www.bigelowteablog.com 


Reai  Escapes  by  Taylor  Antrim 


Patrice  Esper  is  driving  me  up  one  of  St.  Lucia's 
famously  winding  roads,  saying  one  of  those 
things  real  estate  brokers  say.  "If  someone  has 
hesitations  or  doubts  about  which  property  to 
choose,  I  tell  them  go  eeny,  meeny,  miny,  mo.  Whatever 
you  decide  to  invest  in  on  St.  Lucia,  you  are  going  to 
benefit.  But  do  it  now.  If  you  wait  too  long. .  .Well,  look, 
at  Barbados.  Madness." 

On  the  right  is  Marigot  Bay,  one  of  St.  Lucia's  most 
picturesque  inlets,  and  on  the  left  a  coastline  of  dense, 
green  rain  forest  dotted  with  homes.  We  park  at  the  very 
top  of  the  ridge,  in  the  driveway  of  a  white  villa  operated 
as  a  B&B  by  a  friendly  French-Canadian  couple  who 
have  lived  here  for  12  years.  With  a  small  pool  and  a  deck 
that  overlooks  the  watei,  300  feet  down,  Villa  Marigot  has 
a  showcase  location — and  a  $2.2-million  asking  price, 


Sleepin 


Beauty 


St.  Lucia's  real  estate 

market  is  beginning  to  stir. 
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Unmatched  resources. 
Impeccable  client  service, 
a  track  record  of  distinction. 


Wallace  Neff  -  Architect 

Previews®  Property  Specialists  -  Danny  Harvey  &  Joyce  Essex 

To  view  this  and  thousands  of  other  exceptional  homes, 
visit  coldwellbankerpreviews.com 


Holmby  Hills,  CA  -  $85  million 

MLS#  08-248391 


We  handle  an  average  of  $131  million  dollars  in  luxury  home  sales  every  day*  For  the  experience,  the  knowledge  and  the  resources 
that  make  a  difference,  take  advantage  of  the  Coldwell  Banker  Previews  International®  program. 

•Data  based  on  closed  and  recorded  transaction  sides  of  homes  sold  tor  one  million  dollars  or  more  as  reported  by  independently  owned  and  operated  affiliates  in  the  Coldwell  Banker®  franchise  system 
for  the  calendar  year  2006.  It  should  be  used  for  comparison  purposes  only.  Although  Coldwell  Banker  Real  Estate  LLC  deems  this  information  to  be  reliable,  it  is  not  guaranteed. 
©2008  Coldwell  Banker  Real  Estate  LLC.  All  Rights  Reserved.  Coldwell  Banker®.  Previews®  and  Coldwell  Banker  Previews  International®  Are  Registered  Trademarks  Licensed  To 
Coldwell  Banker  Real  Estate  LLC.  An  Equal  Opportunity  Company.  Equal  Housing  Opportunity©.  Each  Office  Is  Independently  Owned  And  Operated. 
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surprisingly  modest  by  six-bedroom- 
Caribbean-villa-with-a-view  standards. 

The  inside  of  the  house  could  use  some 
updating — bigger  windows,  better  fur- 
nishing— but  as  Patrice  says,  "Someone 
will  pay  two  million  just  for  this  location." 

That's  sounding  less  like  broker-speak. 
At  5,600  square  feet,  Villa  Marigot  might 
fetch  twice  the  price  on  nearby  Barbados 
or  Martinique.  As  could  a  handful  of  other 
homes  Patrice  shows  me  around  the  is- 
land: Albatross  Nest  in  tony  Cap  Estate 
($2  million),  new  villas  on  the  hilltop 
Mount  du  Cap  development  ($2  to  $6 
million)  and  Shingle  Cove,  a  three-cottage 
compound  on  a  small,  secluded  beach  ($5 
million).  St.  Lucia  may  have  a  less-es- 
tablished reputation  than  its  chic  neigh- 
bors, but  a  burst  of  new  development  has 
brought  direct  international  flights  and 
better  roads,  and  the  island's  once-sleepy 
real  estate  market  is  starting  to  stir. 

"Three  years  ago,  most  people  didn't 
know  where  St.  Lucia  was,"  says  Adam 
Gobat,  the  local  developer  of  Cap  Maison, 
a  boutique  condo-hotel  of  terra-cotta 
roofs  and  wooden  louvered  windows  under 
construction  on  the  island's  northwest 
coast.  He's  sold  all  but  one  of  Cap  Maison's 
22  villas  at  prices  ranging  from  1500,000 
to  $1.5  million,  largely  to  British  and 
European  investors  (frequent  buyers  here, 
thanks  to  the  local  currency's  ties  to  the 
weak  American  dollar).  Gobat  says  prop- 
erty values  on  St.  Lucia  are  appreciating 
10  to  15  percent  a  year;  one  of  his  investors 
recently  resold  her  still-unbuilt  one-bed- 


room for  a  12  percent  gain.  "And  there's 
going  to  be  a  FULL  sign  on  St.  Lucia  long 
before  any  other  Caribbean  island  because 
of  the  topography." 

.That  topography  is  St.  Lucia's  sig- 
nature feature:  This  is  a  densely  forested 
roller-coaster  of  an  island,  one  of  the  most 


the  west  side  is  rare."  The  Landings  dol 
front  onto  a  lovely  broad  beach  on  til 
Caribbean  sea  (beaches  on  the  east 
Atlantic  side  of  the  island  are  rockier  ail 
rougher),  and  the  views  are  magnifice 
at  sunset — but  the  bulky  four-story  com 
blocks,  231  units  in  all,  may  not  be  £1 


Currently  Selling 

To  see  St.  Lucia's  best  homes,  contact 
Patrice  EsPer  at  Paloma  Real  Estate,  (758) 
450-833 1 ,  www.palomarealestate.com. 


New  or  renovated  condo-hotel  developments 
on  the  island  include:  The  Landings, 
www.thelandingsstlucia.com;  The  Villas  of 
LeSport,  www.thevillasoflesport.com;  and 
Jalousie  Plantation,  www.jalousievillas.com. 

Three  major  golf  course  resorts  are  under 
I'  construction  from  Ritz-Carlton, 

www.theresidencesstlucia.com;  Raffles, 
www.rafflesstlucia.com;  and  Westin, 
Le  Paradis,  www.leparadisstlucia.com. 


mountainous  in  the  Caribbean.  It  is  lovely 
to  look  at — especially  the  spectacular, 
sharply  pointed  Pitons  on  the  southwest 
coast — but  there's  also  more  to  do:  chal- 
lenging climbs,  rain-forest  trekking  and 
top  mountain  biking,  as  well  as  golf,  ten- 
nis and  scuba. 

Most  of  the  best  homes  hitting  the 
market  are  situated  on  the  northern  end, 
in  the  Cap  Estate  neighborhood,  home 
to  the  island's  only  existing  18- 
hole  golf  course  (three  more 
are  being  built).  Stand-alone 
homes  in  this  area  represent 
some  of  the  best  investment 
potential  on  St.  Lucia,  but  the 
upkeep  and  staff  requirements 
have  turned  some  buyers  to- 
ward turnkey  condo-hotel  de- 
velopments like  Cap  Maison  or 
The  Landings,  a  new  marina- 
resort  near  the  town  of  Rodney 
Bay.  "We've  sold  well  here," 
says  Oliver  Gobat,  director 
of  sales  for  The  Landings 
(and  Adam  Gobat's  younger 
brother).  "A  site  like  this  can't 
happen  again.  To  have  prop- 
erty so  close  to  the  beach  on 


everyone.  Still,  The  Landings  is  aim* 
half  sold.  "We  haven't  had  developments 
this  quality  to  date,"  Gobat  tells  me  ove 
drink  at  The  Landings'  new  waterfrc 
bar.  "This  is  where  the  market  is  going. 

Indeed,  there's  competition. The  Vil 
at  LeSport  in  Cap  Estate  and  Jalou 
Plantation  near  the  Pitons  are  two  hoi 
on  St.  Lucia  offering  new  or  renova- 
investment  villas  between  $500,000  a 
$1.8  million  (yours  for  four  to  six  weei 
and  leased  back  into  the  hotel  ren 
pool  for  the  remainder  each  year),  a 
large  golf  course  developments  are  com 
from  Raffles,  Ritz-Carlton  and  Wesl 

That's  a  lot  of  activity,  but  St.  Lu 
is  a  long  way  from  feeling  crowded, 
a  relatively  big  island — driving  fr 
one  end  to  the  other  takes  an  hour  an 
half — and  many  of  the  fishing  villages ; 
pass  on  the  way  are  quiet,  locals-only 
fairs.  "I  spoke  to  a  Bermudan  couple  v 
said  St.  Lucia  reminded  them  of  Bermi 
15  years  ago,"  says  Patrice  Esper  as 
drive  through  one  such  village,  tin-roo 
homes  on  either  side,  the  deep  blue 
just  beyond.  She  laughs.  "I  hope  we  d 
turn  out  like  Bermuda.  I  hope  we  can  k 
a  few  shanty  towns  here  and  there."  • 
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bted  World's  Best  more  than  any  other  cruise  line 

j 
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line.  With  award  winning  specialties  from  Piero  Selvaggio  and  Nobu  Matsuhisa,  cuisine  is  just  one  of  the  reasons  the  readers 
ravel  +  Leisure  and  Conde  Nast  Traveler  have  voted  us  World's  Best  Large-Ship  Cruise  Line  more  than  any  other  in  history, 
nore  information  visit  crystalcruises.com.  To  book,  contact  your  travel  agent  or  call  888-688-6799. 
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m  CRYSTAL 

L/U    C  R  U  1  S»  .  E  S 

The  difference  is  Crystal  clear. 


Wine  by  Richard  Nalley 


^^^^    ave  you  chosen  us  a  wine? 

asks  your  friend,  the  Life- 
le  Demon.  Is  that  a  smirk  playing 
iut  his  Hps? 

"This,  ah,  1998  Rabid  Monkey  Red 
ks  pretty  good." 

"You  really  don't  dine  out  very  often? 
,  please:  No  need  to  answer.  May  I 
,  this  wine  is  a  splendid  choice  for 
sophistication-challenged  restaurant 
rist  who  appreciates  spending  more 
ile  remaining  sublimely  ignorant  of 
atever  fluid  he  pours  down  his  gullet.  No 
ibt  you  will  be  intrigued  by  your  wine's  sugges- 
1  of  other  people's  well-worn  shoes,  and  the  merest 
nbing  hint  of  curare  that  prepares  the  throat  for  the  stom- 
's  ultimate,  trembling  rejection." 
Could  have  gone  better? 

Next  time,  come  in  ready  to  lay  down  some  covering  fire, 
ce  a  truce;  peace  with  honor.  Or,  come  to  think  of  it,  for- 
the  honor.  In  wine,  as  in  home-retailing  Mary  Kay  cos- 
tics,  sometimes  you've  got  to  fake  it  'til  you  make  it.  And 
letimes  forever  after. 

Strew  a  few  of  these  rose  petals  around  your  next  con- 
sation  with  the  Lifestyle  Demon  of  your  acquaintance. 


Fakins  It 


Ten  minutes  to 

wine  connoisseurship- 
or  something  like  it. 
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"Who  brings  it  in?"  (Meaning  "Who 
imports  the  wine?"  Actually  being  able  to 
name  a  few  good  importers  will  change 
your  wine-ordering  life;  but  just  saying 
this  will  lob  the  ball  back  into  the  wine 
genius's  court  and  maybe  even  cause  him 
to  turn  the  bottle  around  to  check.  When 


ingly  inconsistent?"  (Most  are,  to  some 
extent.  Perhaps  it  depends  on  your  capac- 
ity for  surprise.) 

"Don't  you  pick  up  a  hint  of  VA  in  the 
nose?"  (VA — volatile  acidity — in  this  case 
typically  means  acetic  acid  and  the  ester, 
ethyl  acetate,  it  produces  in  a  common 


also  a  wine  lover's  biggest  headache.  ! 
one  thing  is  certain:  If  you're  tempted 
fake  it,  you'll  have  plenty  of  company. 

Let's  start  with  the  wine  writers,  tl 
people  who  contribute  observations  like 
is  a  naive  domestic  Burgundy  without  a 
breeding,  but  I  think  you'll  be  amused  by 


"I  find  their  wines  very  expressive, 

don't  you?"  (Whatever  that  means.) 


he  comes  up  with  the  answer — "The  im- 
porter is  Leopold  &  Loeb" — nod  sagely: 
"Yes,  I've  had  good  luck  with  them.") 

"I'm  not  a  fan  of  overextracted  wines. " 
(You  just  made  an  ally.  Wine  geeks  to  a 
man  or  woman  hate  super-rich,  clumsily 
tannic,  high-alcohol  wines — just  ask 
them.  Except. .  .except,  somebody  must  like 
them,  because  more  of  these  overripe  fatties 
appear  on  restaurant  lists  every  month. 
Whether  fairly  or  not,  such  wines  are  often 
identified  with  the  tastes  of  iiber-wine- 
critic  Robert  Parker.  Put  extra  topspin  on 
the  ball  by  phrasing  the  statement  above  as 
"I  detest  those  Parkerized  wines.") 

"Don't  you  find  that  vintage  surpris- 


reaction  with  alcohol.  What  this  means  to 
you  is  "vinegary"  when  a  wine  has  been 
poorly  made  or  doesn't  have  the  balance 
to  offset  an  elevated  level  of  VA.  For 
some  reason  people's  ability  to  perceive 
VA  problems  seems  to  vary  widely,  per- 
haps explaining  the  Demon's  deer-in- 
the-headlights  look.) 

"I find  their  wines  very  expressive,  don't 
you?"  (Whatever  that  means.) 

ONE  OF  THE  WINE  LOVER'S  GREATEST 
pleasures — that  there  are  tens  of  thou- 
sands of  individual  versions  of  "wine" 
available,  with  7,000  years  of  complex 
history  and  tradition  behind  them — is 


presumption,"  at  least  in 
imaginations  of  James  Thur 
and  Monty  Python  (a  f 
Australian  fighting  wine, 
deed).  Most  of  this  goofy  si 
isn't  exactly  fakery  so  much  as  the  reji 
of  generally  sincere  people  relentlesl 
pounding  square  blocks  into  round  ho 
Language  doesn't  function  very  wel 
a  means  of  describing  smells  and  tasJ 
it  just  happens  to  be  all  we've  got.  Qu 
test:  What  does  a  broiled  steak  smell  li 
(And  no,  "meaty"  doesn't  really  nail  it 
True,  wine  words  can  be  pretty  hil 
ous,  mostly  unintentionally,  but  for  | 
record,  at  least  some  of  the  phonie 
sounding — take  "road  tar"  for  instar 
or  "petrol" — turn  out  to  be  easily  exp 
enced,  reproducible  results.  Put  your  sr 
in  a  glass  of  Barolo  from  a  rich  vintage, 
kind  people  pay  serious  triple  figures 
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>n  Sentosa,  we've  partnered  with  nature  to  keep  the  landscape  lush  and 
ful.  From  carefully  preserving  our  century-old  heritage  trees  to  ensuring 
g  is  built  beyond  the  tree  canopy,  no  effort  is  spared  in  maintaining  the 
nd  fauna.  You'll  find  this  commitment  to  creating  the  perfect  experience 
rything  we  do  here.  After  all,  your  pleasure  is  our  business. 


sentosa.com. sg 


sentosa 

SINGAPORE'S  ISLAND  RESORT  . 


and  see  if  "road  tar"  doesn't  come  close 
to  the  mark.  And  a  "petrol"  aroma  (it's 
really  more  a  suggestion  of  motor  oil  than 
gasoline)  is  a  badge  of  distinction  among 
Alsatian  Rieslings.  Oddly  enough,  in  a 
wineglass  it's  pretty  darn  nice. 

No,  the  dodgiest  performances  by  wine 
writers  are  generally  reserved  for  impress- 
ing winemakers  or  other  wine  writers. 
One  endlessly  revisited  ploy  is  the  Tireless 
Pedant.  Shouldn't,  for  example,  great  wine 


be  "a  wine  of  the  soil"?  Why  not  take  this 
literally — or  pretend  to — and  stop  group 
tastings  dead  to  grill  the  winery  owner 
on  the  mineral  composition  of  the  vine- 
yards represented  in  every  wine?  Never 
mind  that  this  information  is  generally 
available  on  the  Internet  (and  likely  irrel- 
evant in  evaluating  the  wine  at  hand);  the 
point  is  to -beam  back  that  fleeting  look 
of  satisfaction — a  hunch  confirmed!  ("A 
vein  of  late  Permian  gravel  in  the  north- 


WINE  FLIGHTS: 

SMALL  VOYAGES  OF  DISCOVERY 


Why  just  have  a  glass  of  wine  when  you  can  have  an  adventure? 
Wine  Flights  allow  you  and  your  friends  to  discover  new  wines, 
experience  a  wide  array  of  flavors  and  compare  your  tastes.  There 
are  as  many  fun  ways  to  experiment  as  there  are  wines. 

Let's  say  you  love  Chardonnay.  Chardonnays  are  made  in  unoaked, 
lightly  oaked  and  oaked  styles.  To  find  out  which  you  like  best, 
choose  one  of  each.  Or  you  might  sample  three  wines  made  from 
the  same  grape  but  from  different  wine  regions,  e.g.,  Cabernets 
from  Napa  Valley,  Alexander  Valley  and  Coonawarra.  Or  you 
could  select  three  blended  wines  and  try  to  discern  the  flavors 
that  make  them  unique. 

Or  maybe  you're  the  adventurous  type,  and  you  want  to  try  a 
flight  of  different  varietals  (grape  types)  you've  never  had  before. 
You  might  try  an  elegant  Pinot  Noir,  a  sensuous  Sangiovese  and 
a  spicy  Shiraz.  And  of  course,  it's  always  fun  to  experiment  with 
how  food  changes  the  flavor  of  wines.  For  example,  in  a  flight  of 
Cabernets,  which  one  goes  best  with  your  steak? 

At  Fleming's,  your  server  can  suggest  selections  based  on  your 
preferences.  Drinking  flights  is  like  having  your  own  private  wine 
tasting  party.  So  compare,  contrast,  and  most  of  all,  enjoy! 


west  block?  Precisely!"). 

But  wine  writers  aren't  the  only  on« 
putting  up  noble  frontage.  Early  in  m 
career  I  was  somehow  invited  to  judge 
blind  tasting  competition  in  Napa  Valle 
Flattering,  but  since  I  had  no  clue  whi 
I  was  doing,  I  was  pretty  uptight  abov 
the  whole  thing.  I  was,  that  is,  until 
asked  the  Famous  Winemaker  sittir 
next  to  me  how  he  thought  his  wint 
were  showing.  After  a  good  bit  of  hem 
ming  and  hawing,  he  confessed  that  It 
couldn't  tell  which  ones  were  his,  ar 
what's  more,  he  doubted  his  colleagu 
could  consistently  identify  their  win 
among  a  bunch  of  others  either.  I've  sin 
found  that  to  be  true  in  blind  tastin 
with  winemakers  around  the  world,  b 
it  is  not  something  you  are  going  to  he 
many  of  them  admit. 

The  fact  that  the  same  winemaker  wl 
talks  himself  blue  in  the  face  about  he 
his  wine  is  painstakingly  grown,  unique 
crafted,  specially  endowed — utterly  wor 
every  sou  he  charges — can't  always  pi 
it  out  from  a  crowd  of  others  I  fn 
very.  ..relaxing. 

That  is  especially  the  case  when  I 
blind-tasting  myself,  because  anyo 
who  thinks  they  are  immune  to  bei 
tripped  up  by  such  a  tasting  is  eithe 
once-in-a-generation  sensory  prodi 
or  has  extremely  selective  recall.  (I  h;" 
an  extensive  warehouse  of  repress 
memories  on  this  subject  personall 
Better  just  to  come  clean  with  it,  li 
the  legendary  British  wine  writer  Ha 
Waugh,  who  was  once  asked  whetf 
he  had  ever  mistaken  a  Bordeaux  fo  I 
Burgundy.  He  replied,  "Not  since  lunc  in 

Of  course  Waugh  (who,  truth  to  t<  t 
likely  never  mistook  a  Bordeaux  fo  n 
Burgundy  in  his  life)  might  be  fake  m 
out  if  not  flabbergasted  by  some  of 
characteristics  that  crop  up  in  wine  th  11 
days.  Perhaps  he,  like  many  of  us,  sha  . 
the  sentimental  view  espoused  on 
back  label  of  a  million  bottles  that  win 
a  simple  agricultural  product,  the  f  & 
mented  juice  of  grapes  that  is  maybe  as 
for  a  time  and  then  bottled.  Sometir  se 
this  is  even  true. 

What  that  wine  in  your  glass  co  <m 
otherwise  be,  however,  is  "spoofulate 
a  word  coined  to  describe  what 
keen  anti-spoofulationist  importer  tj 


ssner  of  Louis/Dressner  Selections 
5  taking  wine  "away  from  nature  and 
>  the  technological  world  of  fake 
action,  fake  aromatics,  fake  flavors, 
:  density,  fake  acidity,  fake  tannin 
:1s,  fake  color  and  fake  sugar  levels, 
ically,  fake  wines." 

vfow,  now:  Wine  has  marched  for- 
d  with  technology  since  prehistoric 
>ert  Mondavis  began  coating  their 
jugs  with  resin  as  an  antibacterial 
at.  And  ingenuity  and  manipulation 
at  the  root  of  many  of  our  favorite 
es:  Think  of  Champagne  and  Port 
Amarone  and  Sauternes.  But  still... 
producer  of  Amarone  would  be  proud 
xplain  the  process  of  Amarone-mak- 
on  his  label.  Users  of  centrifuges, 
ining  cone  columns  and  cryo-extrac- 
?  Not  so  much. 

Vlaybe  it's  just  because  it  is  all  so 
r,  but  the  idea  of  using,  say,  reverse 
losis  filters  to  remove  water  mole- 
;s  and  artificially  concentrate  wine 
n  a  rainy  vintage  makes  wine  pro- 
tion  sound  less  like  agriculture  and 
re  like  the  Rise  of  the  Machines, 
fet  literally  thousands  of  wineries 
ind  the  world,  large  and  small,  luxury- 
ed  and  plonky,  either  own  such  devices 
mselves  or  send  their  wines  out  for 
ttle  laundering.  (One  outfit  alone, 
leTech  in  Santa  Rosa,  claims  more 
1  600  confidential  winery  clients.)  It  is 
i  of  like  winemaking  in  the  Land  of 
— "A  snip,  snip  here,  a  snip,  snip  there 
a  couple  of  la-di-dahs" — without  the 
erful  Munchkins. 

kVinery  technicians  promote  "flavor 
lagement"  and  "alcohol  fine-tuning." 
:y  can  reduce  VA  (see  above),  adjust 
lins  or  mimic  the  effects  of  expensive 
rel-aging.  (No  sweat:  Stir  some  oak 
t  or  nicely  toasted  wood  chips  into 
r  stainless-steel  wine  vat  and  "micro- 
genate" — pump  in  tiny  bubbles — to 
roximate  the  way  barrels  permit  oxy- 

interchange.)  You  can  fake  it,  in  other 
"ds,  while  you  make  it. 
rech-wine  proponents  argue  that 
se  are  simply  tools  to  make  the  best- 
ing wine  possible,  which  sounds  fair 
iugh.  And  we  are  thanking  them  with 

dollars  every  day  for  making  wine 
re  accessible  and  universally  palat- 
But  it  certainly  raises  questions.  If 


barrel-aging  is  now  judged  too  costly  and 
time-consuming,  how  long  can  it  be 
before  someone  engineers  a  way  to  do 
away  with  the  greater  toil  and  expense 
of  grape-growing  altogether?  Just  add 
water  to  two  parts  Chateau  Lafite- 
Rothschild  Flavor  Powder  and  dial 
around  to  find  the  perfect  alcohol  "sweet 
spot"  and  tannin  level.  Unfortunately, 
that's  not  as  far-out — and  maybe  not  as 
far-off — as  it  sounds. 


The  argument  seems  to  hang  in  the 
balance  between  "If  you  can't  tell  the  dif- 
ference, who  the  hell  cares?"  and  "Some- 
thing fundamental  is  being  lost  or  eroded 
away  in  this  process  and  wine  drinkers 
simply  aren't  aware  that  it  is  happening." 
In  wine,  the  future  sometimes  seems  to  be 
arriving  in  the  dead  of  night,  and  telling 
the  fake  from  the  real  becomes  more  chal- 
lenging all  the  time. 

Run  that  one  by  the  Lifestyle  Demon.  • 


MUSCULAR,  SMOOTH 
OR  VOLUPTUOUS. 
WHAT'S  YOUR  PREFERENCE? 


WHAT  WINE  GOES  BEST  WITH  YOUR  FAVORITE  STEAK? 
YOU  BE  THE  JUDGE,  WITH  OUR  NEW  RED-ON-RED  WINE  FLIGHT. 
ONE  PINOT,  ONE  MERLOT,  ONE  CAB,  AND  ONE  STEAK-YOURS. 
FLEMING'S.  WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES. 


PRIME  STEAKHOUSE  6-  WINE  BAR 


Visit  flemingssteakhouse.com/redonred  for  tasting  notes 


Boats  by  Bernadette  Bernon 


Down 
South 

Antarctic  adventurers  Kate  and  Hamish  Laird 
live  aboard  their  56-foot  aluminum  cutter, 
Seal,  with  two  young  daughters  and  lead 
charters  for  up  to  six  guests.  Hamish  has  been  sailing 
in  Antarctica  for  14  years  and  is  considered  one  of  the 
region's  most  experienced  expedition  leaders.  Groups  can 
charter  Seal  for  five-  or  six-week  trips  to  Antarctica, 
South  Georgia,  Cape  Horn  andTierra  del  Fuego,  as  well 
as  for  14-day  voyages;  individual  berths  are  often  avail- 
able. Rates  start  at  $2, 000  a  day  for  a  14-day  trip  and  decrease 
with  longer  stays.  (888)250-4862,  www.expeditionsail.com. 


BOAT 

The  U.S.  Postal  Service  has 
released  a  series  of  first- 
class  stamps  bearing  image 
of  four  classic  wooden 
powerboats — Frolic,  a  1915 
Hutchinson  Brothers  launch 
owned  by  Bill  and  Tish 
Kartozian;  Dispatch,  Tom 
and  Maurine  Turner's 
1931  Gar  Wood  triple- 
cockpit  runabout; 
Thunderbird,  a  55-foot 
1939  Hacker-Craft 
commuter  boat  owned 
by  Foundation  36,  a 
Nevada  nonprofit; 
and  Duckers,  William 
and  Nancy  Kehoe's 
1954  Chris- 
Craft  racing 
runabout.  Purcha. 
stamps  online 
at  www.usps.com. 


I 
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Srant  Point  |  Nantucket  |  41  °  17'  23.74"  N  by  70°  05'  25.09"  W 


?old  Cup  Collection  I  Inspired  by  life  on  the  water  I  Available  at  Nordstrom 


NTS,  SPRING  FASHION  HAS  A  PASSION  FOR  ART. 


s  cotton  shirt,  $570,  vest, 
115,  and  knit  tie,  $342, 
Missoni.  Cotton  pants  by 
quared2.  $345.  Shoes 
Bottega  Veneta.  $640. 
Jglasses  by  Robert  Marc. 
65.  Her  silk  top,  $1,565, 
i  skirt,  $775,  by  Missoni. 
oes  by  Roger  Vivier.  Wood 
Jds  by  Alexis  Bittar.  $495. 
itage  Gucci  silver  cuff 
m  Kentshire  at  Bergdorf 
)dman.  $975.  Ebony 
f  with  pearls  by  Adria  de 
jme.  $9,000.  Enameled 
igles  by  Isaac  Manevitz 
Ben-Amun.$65  each, 
prices  approximate. 


ft*-. 

AW 

MM  h 


If! 


/lark  Grischke  |  Photographs  by  Michael  Stratton 


Cotton  jacket,  $2,925,  shirt, 
$570,  pants,  $580,  and 
cashmere  sweater,  $1,225, 
by  Hermes.  Linen  pocket 
square  by  Robert  Talbott. 
$45.  Opposite:  Cotton  jacket, 
$2,555,  silk  top,  $995,  and 
cotton  pants,  $995,  by  Gucci. 
Shoes  by  Christian  Louboutin. 
$550.  Necklace  by  Justin 
Giunta  for  Subversive  Jewelry. 
$1,600.  White  resin  cuff  by 
Isaac  Manevitz  for  Ben-Amun. 
$170.  Wooden  bangle 
at  Aid  for  Artisans.  $28. 


Night  Light 

designers  spotlight  the  warmth  of  outdoor  illumination. 

By  Neal  Santelmann 


"THE  LANDSCAPE  TELLS  A  DIFFERENT  STORY  AT  NIGHT  THAN  IT  DOES 
during  the  day,"  says  Sean  O'Connor,  a  Beverly  Hills-based  lighting  designer.  The  way  he 
and  other  lighting  gurus  see  it,  you  may  be  missing  half  the  fun — the  idea  of  maintaining  a 
garden  to  be  enjoyed  only  in  the  daytime  seems  almost  quaint. 

"Now  we  have  an  appreciation  of  what  lighting  can  do  for  a  landscape,  which  was  a  big 
epiphany  for  me,"  says  Andrew  Moore,  a  landscape  architect  at  Quennell  Rothschild  &  Partners 
in  New  York.  "For  the  longest  time  lighting  took  a  backseat,  since  architects  are  generally  more 
interested  in  what  a  setting  looks  like  by  day  than  at  night.  We  work  with  lighting  designers 
as  collaborators  these  days,  rather  than  bringing  them  in  after  everything  is  done." 

In  America,  exterior  lighting  is  often  thought  of  as  a  security  concern  rather  than  an 
aesthetic  opportunity,  but  that  appears  to  be  changing.  "Now  residential  lighting  is  about 
navigation:  knowing  where  paths  are  and  having  a  sense  of  the  borders  and  features  of  your 
yard,"  notes  Linnaea  Tillett,  a  Brooklyn-based  lighting  designer  with  a  Ph.D.  in  environmen- 
tal psychology.  "If  you've  just  spent  a  bunch  of  money  on  windows,  once  the  sun  goes  down  you 
can  no  longer  see  what's  out  there.  Landscape  lighting  gives  you  back  that  scale." 

As  much  an  art  as  a  science,  effective  landscape  lighting  requires  an  eye  for  composition  as 
well  as  a  range  of  professional  expertise,  from  knowing  how  the  eye  reacts  to  light  and  light 
reacts  in  the  environment,  to  understanding  the  ways  plants  grow  and  the  deleterious  effects 
of  corrosion  on  lighting  fixtures,  which  apparently  begin  the  moment  they're  placed  outdoors. 

Landscape  lighting  techniques  vary  according  to  the  effect  desired.  "Downlighting,"  for 
instance,  produces  shadows  on  the  underside  of  leaves,  just  as  the  sun  does,  while  "uplighting" 
causes  foliage  to  glow  as  light  shines  up  through  the  leaves.  The  number  of  fixtures  and  their 
placement  affect  shape,  color,  detail,  three-dimensionality  and  texture.  And  the  amount  of  light 
typically  varies  with  the  importance  of  the  plant  in  the  overall  composition. 

"I  use  less  wattage  and  more  fixtures  to  create  a  visual  theme,"  says  Janet  Lennox  Moyer, 
author  of  The  Landscape  Lighting  Book.  "I  want  the  tree  I'm  lighting  to  show  off  its  shape  and 
form — trunk,  bark,  everything."  Rather  than  "blast"  plants  with  high  beams,  Moyer  prefers  in- 
tricate arrangements  of  low-wattage  light  sources,  typically  only  10  to  30  watts  per  fixture.  Her 
goal,  she  says,  is  brightness  balanced  with  elements  in  the  landscape  and  absolutely  no  glare. 

Moyer  was  recently  hired  to  design  a  ten-acre  property  in  South  Carolina  that  includes 
several  ancient  oak  trees.  She  began  with  soft  uplighting  to  reveal  the  "romance"  of  the  big 
trees,  and  then  added  downlighting  throughout  the  garden  to  assure  each  oak  would  be  seen 
in  context.  The  resulting  ribbonlike  lighting  effect  transported  the  eye  from  one  part  of  the 
garden  to  the  next.  "We  gave  the  client  views  she'd  never  seen  before,"  says  Moyer.  "She's  plan- 
ning a  'walking  cocktail  party'  to  show  it  all  off." 

Greg  Yale,  a  prominent  lighting  designer  with  boldfaced  clientele  and  offices  in  Malibu 
and  Southampton,  New  York,  typically  overlooks  obvious  elements  of  a  landscape  in  search 
of  texture  and  depth.  "One  of  my  clients  told  me,  'You're  not  a  lighting  designer;  you're 
a  shadow  sculptor,'"  he  recalls.  "When  I  look  at  a  landscape  by  day,  I  see  it  in  the  negative. 
I'll  be  searching  the  backdrop  for  things  I  can  silhouette,  like  the  texture  of  a  birch  tree, 
whose  color,  bark  patterns  and  branches  look  wildly  different  at  night  than  by  day." 
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For  Yale,  the  key  is  finding  the  elusive  element  that  creates 
a  scene.  He  relates  an  encounter  with  Martha  Stewart,  whose 
expansive  Bedford,  New  York,  estate  he  was  designing  as  of  press 
time.  "I  was  interested  in  how  she  walked  through  her  property 
at  night.  As  we  went  along,  we  passed  a  patch  of  woods  with 
a  stream.  I  told  her  it  would  be  beautiful  to  use  light  to  bring 
out  the  soft  glow  of  the  rocks,  moss  aud  ferns.  She  said,  'I  walk 
this  path  all  the  time,  and  I've  never  thought  about  that  once.' 
And  so,  there  it  was — that's  the  detail  we  look  for." 

For  a  firsthand  look  at  Moyer's  artistry,  I  headed  to 
Spencertown,  New  York,  on  a  frigid  December  evening 
to  the  weekend  home  of  Cathy  Kaplan,  a  Manhattan 
lawyer.  Approaching  the  thirty-acre  property  on  a  dark  and 
seemingly  endless  driveway,  I  found  towering  oaks  and  tangled 
birches  only  modesdy  aglow  as  their  respective  fixtures  lay  buried 
in  the  snow,  casting  orbs  of  light  that  resembled  mozzarella  balls. 
"I  should've  told  Cathy  to  turn  them  on  earlier;  they  would've 
melted  through  by  now,"  said  Moyer,  who  spent  much  of  our  tour 
digging  out  fixtures  to  reveal  their  full  effect. 

City-raised,  Kaplan  found  it  depressing  to  be  surrounded  by 
darkness  in  the  country.  Landscape  lighting  reminded  her  of  the 
lighted  palm  trees  she'd  seen  at  Florida  hotels  that  she  visited  as 
a  child.  She'd  first  hired  Mover  to  light  her  art-filled  house  before 
turning  her  loose  outdoors.  "It  seems  silly  to  me  to  look  out  the 
windows  at  night  and  not  be  able  to  appreciate  what  you  have." 


Moyer  began  by  creating  a  welcoming  scene  for  Kaph 
guests  on  that  endless  entrance.  "I  lit  one  tree  part  of  the  vjl 
down  the  driveway,  two  trees  toward  the  end  to  frame  the  paj[ 
ing  area,  and  then  a  bunch  of  trees  behind  it  to  give  the  cone  I 
that  you've  arrived."  Moyer  then  focused  on  the  front  of  I 
house,  splashing  shrubs  and  trees  in  the  foreground  with  brighl 
lights  to  direct  the  eye  and  lead  guests  "both  safely  and  aesthj 
ically"  to  the  front  door. 

The  result,  notes  Moyer,  is  as  practical  as  it  is  beautiful 
believe  everything  we  do  in  landscape  lighting  should  be  utilitl 
ian  at  its  core.  But  even  security  and  directional  lighting  can  [ 
done  from  an  aesthetic  approach." 

Once  my  eyes  adjusted  to  the  scene,  the  effect  was  dazzli 
albeit  subtly  so.  Low-wattage  ground  lights  and  canopy-lej 
downlighting  drew  my  eyes  to  individual  trees  across  Kapls 
property,  their  trunks  and  leafless  branches  popping  out  visual 
from  the  darkness  around  them.  The  views  through  the  windc 
of  her  home  were  equally  eye-catching — haunting  at  first,  and  til 
comforting,  as  if  I  could 've  stepped  outside  and  still  been  waul 

Lighting  designers  have  a  wide  arsenal  of  outdoor  equl 
ment  to  work  with.  Manufacturers  such  as  B-K  Light: 
and  Teka  Illumination  of  Madera,  California,  and  Lol 
Poulsen  of  Copenhagen  are  noted  for  fixtures  made  of  natu 
materials  that  can  not  only  endure  the  elements  but  are  aj 
designed  to  facilitate  bulb  changes  and  such — a  significant  col 
venience  for  those  having  to  reach  sockets  mounted  in  treetal 
Such  reliability  doesn't  come  cheap,  and  there's  also  the  taskl 
placing  the  fixtures  and  the  electrical  work,  both  of  which  < 
require  a  significant  time  (and  financial)  investment. 

Adding  it  all  up,  even  a  modest  landscape  lighting  project  i 
quickly  swell  into  a  budget  balloon.  For  a  small  garden,  cliej 
should  be  prepared  to  spend  a  minimum  of  $5,000,  while  ligl 
ing  a  large  estate  could  run  from  $100,000  to  many  times  frl 
Then  there's  maintenance,  an  integral  part  of  landscape  ligl 
ing  and  important  for  keeping  your  yard  from  resembling  a  spcl 
NO  V  CAN  Y  sign  at  a  roadside  motel.  All  the  designers  I  spo 
with  stressed  the  need  for  ongoing  maintenance,  from  changj 
burned-out  lamps  to  cleaning  dirty  lenses  to  replacing  fixtul 
damaged  by  seasonal  squalls.  Moyer,  for  one,  seeks  a  sense  of  col 
mitment  from  her  prospective  clients,  and  offers  them  not  oil 

a  beautifully  lit  landscape  but  mail 
tenance  plans  for  keeping  it  just 
And,  pray,  what  if  you  end 
unimpressed  with  the  results?  G| 
Yale  strongly  urges  requesting 
onsite  mock-up  before  committi 
the  better  to  see  firsthand  what  i| 
ture  placement  and  proposed  liji 
levels  will  look  like  when  the  swi 
is  finally  thrown.  When  it's  del 
right,  says  Moyer,  "landscape  ligl 
ing  gives  you  a  visual  connection 
your  garden;  you  can  have  outdi 
rooms  any  time  of  the  year."  Or  ;l 
time  of  the  night.  • 


FLIP  THE  SWITCH 

Janet  Lennox  Mover 
Design:  (518)  235-4756, 
www.janmoverdesign.com. 

Greg  Yale  Associates 
Illumination:  (631) 
287-2132,(310)  456-3225, 
www.  gregyale .  co  m . 

Tillert  Lighting  Desisrn: 
(718)  218-6578, 
www.tillettlighting.com. 

Sean  O'Connor  Associates: 
(310)  659-5900,  (215)  988- 
9200,  www.sean 
oconnorassociates.com. 
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THE  FIRST  COLLECTIBLE  WATCH  I  EVER  BOUGHT  WAS  A  RO 

Bubbleback,  the  only  timepiece  in  the  1940s  to  enclose  a  self-winc 
movement  in  a  waterproof  case.  Admittedly  that  wasn't  especially 
pressive  by  the  time  I  acquired  it  in  1991 — modern  quartz  didn't  rj 
winding,  and  watertight  plastics  were  abundant — but  what  mattere 
me  was  the  sheer  inventiveness,  the  audacity  of  making  a  watch  bull 
as  a  submarine  just  so  that  it  could  be  powered  by  swimming.  Ini 
mid-20th-century,  Rolex  thrived  on  technical  bravado,  making  spo: 
staid  jewelry  counters  by  displaying  watches  inside  goldfish  bowls,  w 
other  companies  such  as  Patek  Philippe  and  Vacheron  Constantin  tej 
the  limits  of  mechanical  complexity  with  watches  that  tracked  phas^ 
the  moon  or  multiple  time  zones. 

Today,  that  grand  old  tradition  of  bold  mechanical  innovation  is  ^ 
with  a  vengeance.  Aided  by  the  latest  advances  in  chemical  and  meclj 
ical  engineering — and  computers,  of  course — an  agile  new  generatid 
independent  watchmakers  is  building  timepieces  that  would  have  1 
unimaginable  in  the  '40s,  or  even  the  '90s.  Richard  Mille  combines  j 
inum  and  steel  with  resilient  new  materials  developed  for  fighter 
Franck  Muller  engineers  gears  that  rotate  only  once  every  thoua 
years.  The  most  extraordinary  contemporary  timepieces  don't  reminq 
of  20th-century  wrisrwatches  so  much  as  18th-century  philosopl 
toys  such  as  the  mechanical  doll  that  delighted  sawy  audiences  by  V 
ing  Descartes' famous  line  "Cogito  ergo  sum  "with  a  quill  pen. 

The  renaissance  in  watchmaking  may  have  less  to  do  with  soph 
cated  computers  than  with  the  lowly  cell  phone.  Your  Nokia  or  H 
keeps  perfect  time,  freeing  up  your  wrist  as  a  place  where  mecha 
prodigies,  such  as  these  nine,  can  play  without  practical  limitation. 


BUGATTI  TYPE  370  I  Parmigiani  Fleurier  I  $200,000 

When  Bugatti  released  the  Veyron,  the  world's  most  powerful  ca 
2005,  Michel  Parmigiani  wondered  what  lessons  a  watchmaker  m 
learn  from  the  1,000-horsepower  motor.  Designed  to  resemble  £ 
chassis,  the  Bugatti  Type  370  straps  automotive  engineering  to  the  v» 
Like  a  grand  prix  engine,  the  watch  movement  is  set  on  silent  blc 
shock  absorbers  that  isolate  it  from  vibrations  that  might  affect  ti 
keeping  accuracy.  Even  more  revolutionary,  there's  no  crown  for  w 
ing  and  setting.  Those  tasks  are  accomplished  by  engaging  a  "chok 
the  back  of  the  watch  with  a  special  tool,  meaning  that  the  moveme 
totally  protected  from  outside  interference  during  ordinary  wear. 

INVENTION  PIECE  I  I  Greubel  Forsey  |  $470,000 

Abraham  Louis  Breguet,  18th-century  godfather  to  modern  watchr 
ers,  invented  many  contraptions  still  used  today,  including  the  first 
winding  mechanism  and  the  ideal  hairspring.  He  also  developi 
method  to  offset  the  lopsided  effect  of  gravity  on  the  movement 
pocket  watch  resting  upright  in  a  vest.  Called  a  tourbillon — Frencl 
whirlwind — his  innovation  was  a  gear-train  that  maintained  cons 
motion,  rotating  full-circle  every  minute  in  the  watch  case.  With 
Invention  Piece  1,  Robert  Greubel  and  Stephen  Forsey  apply  tourb 
to  the  irregular  action  of  the  arm,  countering  the  sudden  momentui 
a  handshake  or  racket  stroke  by  rotating  the  ticking  escapement  ir 
the  watch  on  a  double  axis,  like  a  gyroscope.  Rocked  back  and  t<  irth 
rotates,  the  escapement  is  unperturbed  no  matter  how  raucous  the 
side  world. The  Invention  Piece  1  is  time's  cradle,  as  Greubel  and  Fc 
have  shown  by  making  the  tourbillon  fully  visible,  even  more  the  t 
than  the  hour  and  minute  hands,  which  rotate  clockwise  with  the  t 
billon  carriage.  Watching  the  tranquil  movement  of  the  micromec; 
ics,  the  wearer  is  eased  into  the  calm  of  eternity. 

HOROLOGICAL  MACHINE  NO.  I  I  Maximilian  Busser  &  Friends  I  $150 

Flying  home  to  Geneva  from  Singapore  five  years  ago,  Maxim 
Busser  outlined  a  new  kind  of  timepiece  on  a  sheet  of  paper.  The  vi 
had  the  shape  of  a  figure  eight,  with  two  round  faces  set  side-by-sid 
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idea  was  to  design  one  face  himself  and  leave  the  other  to  a  friend, 
sharing  the  underlying  movement,  so  that  the  two  would  keep  time 
:her.  Uncounted  hours  later,  Biisser  released  the  first  of  these  collati- 
ons— which  he  calls  Horological  Machines — in  partnership  with 
me  friend  but  three:  independent  watchmaker  Peter  Speake-Marin, 
:ment  engineer  Laurent  Besse  and  designer  Eric  Giroud.The  hour 
Dwn  on  one  face,  the  minutes  on  another,  and  at  the  center,  a  raised 
Dillon  cage  rotates  once  every  60  seconds.  Each  element  bears  the 
:  of  all  four  friends,  seamlessly  integrating  technical  mastery  with 
;rick  design  to  create  a  kinetic  sculpture  for  the  wrist.  And  the  HM1 
it  the  start.  Biisser's  latest,  the  HM2,  shows  the  time  on  one  face 
jumping  hours  and  retrograde  minutes  (meaning  that  the  hour  dial 
nces  instantaneously  as  the  minute  hand  springs  backward  from  60 
ro).  On  the  adjacent  face  is  a  retrograde  display  of  the  date,  with  a 
nphase  dial  in  the  center.  Limited  to  125  pieces,  the  HM2  is  a  mar- 
f  mechanics  that  incidentally  tells  the  time. 

Ill  FELIPE  MASSA  |  Richard  Mille  |  $84,000    — • 

ptimize  Formula  1  performance,  Ferrari  applies  the  most  precise  en- 
ding possible  to  the  most  advanced  materials  available,  but  what  ul- 
tely  wins  races  is  seamless  integration  of  car  and  driver.  A  similar 
>sophy  guides  Richard  Mille  in  the  timepieces  he  designs  for  the 
ipion  racer  Felipe  Massa.  Mille's  watches  are  built  from  materials 
as  carbon  nanofiber  developed  for  Air  Force  jets  and  Phynox  re- 
l  for  medical  instruments.  His  newest  Felipe  Massa  model,  the  RM 
is  held  together  with  screws  of  grade  5  titanium — the  strongest  in 
ence — in  a  case  that  requires  68  separate  stamping  and  202  differ- 
nachining  operations.  The  movement  is  also  partly  constructed 
titanium,  holding  the  gears  in  absolute  alignment  so  that  the  fly- 
chronograph,  an  instantly  resettable  stopwatch,  will  always  time 
flawlessly  on  the  race  track. 

DS  I  Martin  Braun  |  $29,950  

:  upon  a  time,  watches  were  astronomical  instruments,  essential  for 
rate  observation  of  cosmic  phenomena.  As  an  amateur  astronomer 
:11  as  a  master  watchmaker,  Martin  Braun  has  brought  that  legacy 
:ircle,  designing  his  movements  to  reflect  celestial  complexities  such 
e  precise  time  of  sunrise  and  sunset  in  a  given  location,  or  the  devi- 
l  between  Greenwich  Mean  Time  and  the  hours  and  minutes  as 
on  a  sundial.  The  Notos  reaches  even  deeper  into  the  astronomical 
iture,  showing  the  declination,  technically  defined  as  "the  angular 
nee  between  a  star  and  the  celestial  equator  on  the  horary  circle  of 
tar."  On  planet  Earth,  that  translates  into  the  latitude  where  the  sun 
rjiest  in  the  sky  at  any  given  time,  a  location  that  fluctuates  with  the 
ging  seasons.  While  the  declination  has  been  well-known  for  cen- 
s,  the  eccentric  train  of  gears  needed  to  follow  it  on  a  wristwatch 
lot  until  Braun  applied  two  other  hobbies — physics  and  mathemat- 
-to  the  problem.  His  elegant  solution,  visible  through  the  watch's 
hire  crystal,  is  a  wonder  to  behold,  an  indoor  microcosmos  to  study 
cloudy  evening. 

DANIA  I  HD3  I  $375,000 

led  to  honor  Jules  Verne's  science  fiction,  the  Vulcania  is  a  time  ma- 
:  for  the  imagination.  Fabrice  Gonet  designed  the  watch  to  evoke 
ring  technology  of  Verne's  era.  For  instance,  the  minutes  are  read 
disc  resembling  an  old-fashioned  Chadburn  telegraph,  and  the 
:r  reserve,  indicating  how  many  more  hours  the  watch  has  to  run 
re  needing  winding,  is  measured  on  an  instrument  suggesting  a  sex- 
All  of  this  is  disorienting — especially  combined  with  the  scrolling 
iders  showing  the  hours  and  the  tourbillon  clockwork  visible  > 


90  :  ForbesLifS 


through  a  porthole — and  that  is  what  makes  the  Vulcania  so  compel 
an  instrument  of  mysterious  function,  unfathomable  complexity 
precision,  like  a  machine  in  one  of  Verne's  novels.  Reading  the  time 
Gonet's  creation  takes  an  hour's  practice.  Dreaming  about  what  else 
watch  might  do  can  sustain  days  of  armchair  adventure. 

MODEL  201  I  Urwerk  I  $188,000 

Felix  Baumgartner's  father  was  a  watchmaker,  as  was  his  grandfat 
and  his  family  home  was  stacked  with  antique  clocks — hardly  the  b; 
ground  evoked  by  the  exotic  timepieces  he  builds  in  collaboration  v 
designer  Martin  Frei.  Baumgartner's  watches  are  so  strange  that  Urw 
nearly  went  bankrupt  before  a  commission  for  Harry  Winston's  ul 
experimental  Opus  series  captured  the  imagination  of  the  cognosce 
The  concept  behind  the  Opus  5,  which  Baumgartner  has  further  de 
oped  with  the  Model  103  and,  most  recently,  the  Model  201,  was  to 
the  hours  in  orbit  around  the  minutes:  Hours  are  displayed  as  digits 
rotating  discs  that  sweep  past  the  minutes  as  they  revolve  on  a  cen 
carriage.  While  the  approach  is  unconventional  and  the  mecha 
daunting,  the  satellite  display  spectacularly  captures  our  relation: 
with  time:  the  hours  with  which  we  rigidly  structure  our  day  contra 
with  the  minutes  in  which  we  gradually  live  it.  In  another 
Baumgartner's  invention  would  have  been  looked  upon  as  a  philoso 
ical  toy,  and  in  fact  his  inspiration  for  the  orbiting  hours  comes  fro 
17th-century  Campanus  Brothers  clock. 

TOURBILLON  I  Wyler  Geneve  I  $156,800 

In  1956,  Wyler  Geneve's  designers,  pioneers  in  shock  resistance,  drop 
two  watches  from  the  top  of  the  Eiffel  Tower.  Almost  a  thousand 
below,  both  were  still  ticking  as  if  nothing  unusual  had  happened.  W 
customers  were  not  likewise  encouraged  to  jump,  the  stunt  establis 
Wyler's  unsurpassed  reliability.  Half  a  century  later,  quality  watchrr 
ers  have  vastly  improved  timekeeping  accuracy  by  introducing  deli 
tourbillon  gearing  in  their  fanciest  models.  Wyler,  however,  refuses  ta 
cept  that  precision  need  be  fragile.  For  which  reason,  Wyler's  Tourbi 
is  built  to  Eiffel  Tower-dropping  specifications.  The  movement  is 
pended  on  springs  inside  the  three-piece  titanium-and-carbon-f 
case — and  the  tourbillon  balance-wheel  mechanism  is  suspendec 
springs  within  the  movement.  Such  a  reliable  watch  naturally  dese 
a  reliable  owner,  a  relationship  that  Wyler  makes  explicit  with  a  C 
index,  which  guides  proper  winding  by  measuring  mainspring  tens 
(Wound  too  tight,  a  watch  will  beat  too  fast.) 

AETERNITAS  MEGA  4  |  Franck  Muller  Geneve  |  $1  million  plus  - 

To  honor  Franck  Muller's  outstanding  accomplishments  as  a  studer 
the  early  '80s,  the  Ecole  d'Horlogerie  de  Geneve  rewarded  him  wii 
Rolex.  Before  putting  it  on  his  wrist,  he  took  the  watch  apart  and  fi 
the  movement  with  a  complication  of  his  own  invention.  Ever  s 
then,  Muller  has  devoted  himself  to  making  the  most  complicated  w 
watches  in  the  world.  The  Aeternitas  Mega  4  is  one  of  his  most  extre 
integrating  approximately  1,200  moving  parts  into  a  watch  that  car 
dependently  time  two  horses  at  the  racetrack,  simultaneously  display 
hour  in  any  three  cities  around  the  globe,  calculate  local  time  as  it  w« 
be  measured  on  a  sundial,  follow  the  phases  of  the  moon,  chime 
hours  and  minutes  in  tune  with  the  Westminster  clock  and,  perl 
most  remarkably  of  all,  keep  tabs  on  the  tortuous  Gregorian  calen 
That  requires  gears  to  determine  the  variable  number  of  days  in  a  mo 
the  correction  of  February  every  four  years  and — rarest  of  Gregorian 
casions — the  suspension  of  leap  vear  every  four  centuries.  With  a  w 
that  turns  once  every  millennium,  the  Aeternitas  neady  takes  care  ot 
setting  in  micromechanical  terms  the  grandest  complication  of  all; 
movement  of  planet  Earth.  • 

>>>  for  retailers  see  page  99 


nsey  Marable  builds  libraries  for  clients  who  love  books — 


id  just  might  make  time  to  read  them.    By  Taylor  Antrim 


ook  collecting  is  fetishistic.  A  classic  novel,  first 
edition,  in  its  original  dust  jacket  is  an  aes- 
^■^^    thetic  object,  a  thing  to  be  held  and  admired. 
^  Reading,  on  the  other  hand,  is  a  contact  sport. 
B  Spines  crack,  pages  fold  and  tear.  The  crowded 
bedside  table,  the  carry-on,  the  coat  pocket — 
these  are  the  paperback's  natural  habitats.  A 
clothbound  book  belongs  in  a  library. 
3ut  a  library  shouldn't  feel  like  a  museum.  A  library  should 
.  comfortable  space,  an  emblem  of  your  worldliness,  cul- 
il  literacy  and  good  taste.  Everybody  wants  a  library  in 
r  home;  it's  collecting  books  for  the  damn  thing  that  can 
problem. 

Especially  if  you  have  multiple  homes.  Wealth  and  property 
g  an  acreage  of  shelf  space.  Illiterates  cheerfully  call  Books 
:he  Yard,  but  what  if  you're  a  person  of  sophistication  who 
happens  to  have  more  library  than  he  can  handle? 
fou  call  Kinsey  Marable. 

Vlarable  is  an  assembler  of  libraries  for  people  who  care 
ut  books:  Oprah  Winfrey,  Donna  Karan,  hedge-fund 
lagers  Tom  Marsico  and  Philip  Falcone,  New  Jersey 
pernor  Jon  Corzine  and  others  of  stature  and  taste,  who 
'  make  time  to  read,  but  not  to  collect  books.  "They  take 
%  to  find,"  says  Marable  of  library- worthy  volumes,  "and 
kes  expertise  to  ascertain  what  sort  of  condition  they're 
rbu  would  take  years  to  put  together  a  library  on  your 
i  that  I  would  put  together  for  you  in  six  to  eight  months." 
Vlarable  doesn't  just  get  you  books,  he  gets  you  the  right 
ks,  a  syllabus  of  self-improvement,  rare,  handsome  and 
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mostly  out-of-print  volumes  covering  subjects  he  considers 
worthy  (as  well  as  those  that  complement  a  client's  interests). 
"I  know  what  makes  up,  or  should  make  up,  a  good  library," 
he  says,  without  a  hint — thank  goodness — of  snobbery. 
Marable's  unpretentiousness  and  Southern  gentility  (he's 
Virginia  born  and  bred)  is  a  key  asset  here;  easy  to  imagine  a 
professorial  type  in  the  private  library  game,  darkly  insisting 
you  top  up  your  collection  of  Hegel.  Marable  believes  books 
and  libraries  should  be  accessible  and  inviting.  "It's  meant 
to  be  something  that's  usable  and  very  enjoyable,"  he  says  of 
a  good  home  library.  "These  are  books  that  you'd  be  happy 
just  going  one  to  one  to  one." 

For  instance?  Marable  is  primarily  a  20th-century  man. 
"Nineteenth-  and  18th-century  books  are  beautiful,  but  frag- 
ile," he  says.  "They're  not  necessarily  books  you  would  pick 
up  and  read."  In  Georgetown,  in  Washington,  D.C.,  on  the 
shelves  of  his  charmingly  lived-in  office  and  pristine  jewel- 
box  of  a  home,  you'll  find  John  Dos  Passos,  Irish  Houses  and 
Castles,  Richard  Wright,  Great  Bordellos  of  the  World,  Jean 
Stein  and  George  Plimpton's  oral  history  of  Edie  Sedgwick, 
the  letters  of  Virginia  Woolf.  His  shelves  are  colorful  and 
diverse — exactly  the  effect  he  strives  for  in  his  clients' homes. 
Architecture,  fine  arts  and  interiors  get  heavy  play  in  a 
Marable-commissioned  library  (those  are  his  favorite  sub- 
jects), but  there's  also  plenty  of  fiction,  history,  books  about 
food  and  titles  like  Living  with  Dogs. 

How  does  one  enter  the  private  library  field?  Marable's 
answer,  surprisingly  enough,  is  Goldman  Sachs.  He  started 
there  in  1985,  specializing  in  new  issues  of  preferred  stock, 
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primarily  for  U.S.  and  U.K.  companies. This  took  him  frequently 
to  London,  where  he  discovered  the  G.  Heywood  Hill  bookstore 
on  Curzon  Street  in  Mayfair,  one  of  the  world's  best  and  oldest 
antiquarian  bookshops.  A  lifelong  reader  and  book  lover,  Marable 
began  buying  books  to  bring  back  with  him,  attracting  the  notice 
of  colleagues,  some  of  whom  asked  him  to  do  the  same  for  them. 

A  second  career  was  born.  He  left  Goldman  in  1992  (wincingly 
pre-boom;  "it  was  early  for  me  to  quit,"  he  acknowledges)  and 
eventually  reinvented  himself  as  a  bookseller,  with  an  antiquarian 
bookshop  of  his  own,  on  Wisconsin  Avenue  in  Georgetown.  The 
store,  which  Marable  has  since  closed  to  focus  full  -time  on  his 
library  business,  established  him  as  a  book  dealer,  and  his  Goldman 
connections  provided  him  with  his  first  commissions. 

FOURTEEN  YEARS 

AND  SEVENTY-FIVE 

full  libraries  later,  Kinsey  has  a  diverse  stable  of  clients  (many  of 
whom  prefer  not  to  give  their  names).  Charlotte  Moss  is  one 
satisfied  customer,  a  Manhattan  interior  designer  who  asked 
Marable  to  pull  together  her  home  library.  "We're  in  sync,"  she 
says.  "We  have  a  sensitivity  toward  certain  kinds  of  literature. 
When  someone  really  understands  your  reading  preferences, 
that's  a  home-run  relationship."  Another  New  York  designer, 
David  Kleinberg  of  David  Kleinberg  Design  Associates,  regu- 
larly refers  his  clients  to  Marable.  "1  love  how  Kinsey  sort  of  rus- 
tles up  a  collection  of  books  that  can  be  from  the  most  esoteric 
to  the  most  common.  They're  unpretentious.  They're  for  people 
who  actually  take  books  off  shelves."  Marable's  fee,  which  in- 
cludes the  books  themselves,  is  around  $100,000  for  an  average 
library  of  500  to  700.  That's  the  ground  floor.  Recently  he 
put  together  a  client's  3,500-b  ok  library  for  about  $500,000. 
Marable's  shy  with  the  numbe  but  ask  him  if  he's  ever  done 
a  library  for  as  much  as  a  miliio  and  he'll  nod.  "Way  over." 
Quality  as  much  as  quantity  deu     ines  the  price.  A  top-condi- 


tion first  edition  of  To  Kill  a  Mockingbird  will  set  you  back 
much  as  $40,000,  and,  according  to  Marable,  "you  can't  buy 
good  art  book  for  under  $1,000." 

Well,  it's  an  investment.  "Books  have  gone  up,"  says  Marable- 
500  to  1,000  percent  in  the  last  decade  for  a  classic  first  editio 
(Even  mo^e:  In  1991,  collectors  paid  about  $1,500  for  a  fij 
edition  of  The  Catcher  in  the  Rye;  by  2007,  the  going  price  w 
$30,000.)  "And  out-of-print  books  on  a  variety  of  subjects- 
good  books — have  quadrupled  in  price  over  the  last  ten  years." 

But  these  aren't  commodities  to  be  traded;  they're  books  to 
plucked  down  in  the  evening  and  (gingerly)  read.  And  Marabl 
clients  do  read,  he  insists.  "Or  they  want  to  have  the  opportuni 
to  be  able  to  read  some  of  the  most  wonderful  books.  So  I  put  t, 
gether  something  that  will  expand  their  knowledge  and  their  1 
over  years  to  come." 

"It's  been  a  learning  experience,"  confirms  Charlotte  Kett 
of  the  library  Marable  assembled  for  her  and  her  husband 
McLean,  Virginia.  "And  there's  a  lot  in  there  we  have  yet  to  d! 
cover.  It's  a  continuing  adventure."* 

Kinsey  Marable  &  Co.,  (202)  337-3802,  www.privatelibraries.ca 
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>What  makes  up  an 
interesting  home 
library?  These  subjects 
will  "cover  your  bases,"  says 
Marable  (though  he'll  amend 
this  selection  to  suit  an 
individual  client's  interests). 
Each  is  listed  here  with  one 
of  Marable's  favorite  titles. 

ARCHITECTURE  The  Four 
Books  on  Architecture, 
by  Andrea  Palladio  (1738, 
Ware  English  edition) 

BIOGRAPHY  The  Life 
of  Samuel  Johnson,  by 
James  Boswell 

DECORATIVE  ARTS  The 
Dictionary  of  English 
Furniture,  by  Percy 
Macquiod  and  Ralph 
Edwards  (1954 
edition,  three  volumes) 

FASHION  American  Fashion: 
The  Life  and  Times  of 
Adrian,  Mainbocher, 
McCardell,  Norell,  and 
Trigere,  edited  by 
Sarah  Lee  Tomerlin  (1975) 

FICTjON  To  Kill  a 
Mockingbird,  by  Harper  Lee 


FOOD  AND  DRINK  The 
Compleat  Martini  Cook  Book 
by  Baba  Erlanger  and 
Daren  Pierce  (1957),  or 
Gentleman's  Companion, 
by  Charles  H.  Baker  (1939) 

GARDENS  Gardens  of 
Colony  and  State,  edited  by 
Alice  G.B.  Lockwood  (1931, 
two  volumes) 

HISTORY  The  Diary  of 
Samuel  Pepys 

INTERIORS  Anything  by 
David  Hicks 

PHOTOGRAPHY  A  Wonderfm 
Time:  An  Intimate 
Portrait  of  the  Good  Life,  by 
Slim  Aarons  (1974) 

REFERENCE  The  Oxford 
English  Dictionary  (1989 
edition,  20-volume  set) 

SOCIAL  HISTORY  Chips: 
The  Diaries  of  Sir  Henry 
Channon,  by  Henry  Channon 
(1967) 

* 

SPORTING  The  Londsdale 
Library  of  Sports,  Games 
and  Pastimes  (1934-1937, 
28  volumes) 

TRAVEL  The  Art  of  Travel,  bj 
Henry  James  (1958) 
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THE  HYENA  &  OTHER  MEN, 
by  Pieter  Hugo; 
Prestel;  $50 


You  think  you  have  pet  issues? 
Meet  the  "Gadawan  Kura," 
the  hyena  handlers  of  Nigeria. 
The  Kura  are  traveling 
performers  and  minstrels  who 
use  a  variety  of  wild  animals 
such  as  pythons  and  baboons  to  entertain 
audiences  and  sell  herbal  me  dnes 
in  the  shanty  towns  outside  o.     gos  and 
Abjura.  Pieter  Huge  who  crea  his 


riveting  photo  collection,  The  Hyena  & 
Other  Men,  says  it  has  drawn  a  range 
of  reactions:  "...inquisitiveness, 
disbelief  and  repulsion."  Hugo  insists 
that  it  is  not  the  freakishness  that 
attracted  him  to  his  subjects  but  the 
paradoxical  nature  of  their  lives:  men  who 
bring  jungle  animals  to  the  city;  the 
tenderness  and  cruelty  with  which  they 
handle  them.  Will  a  hyena  in  captivity 
attack  his  captor?  Answer:  any  chance 
it  gets.  But  feeding  it  a  goat  every 
three  days  helps  everybody  get  along. 

—PATRICK  COOKE 


ULTIMATE  BLOGS, 

edited  by  Sarah  Boxer;  Vintage;  $15 


Ultimate 


The  irony  that  an 
anthology  of  compelli 
blogs  would  appear  in 
paperback  is  not  lost 
on  Sarah  Boxer,  the 
former  New  York  Time  e 
Web  critic  and  editor 
of  Ultimate  Blogs.  Bu 
here  it  is,  27  blogs  from  the  more  than 
80  million  out  there.  Boxer  has  done 
surfing  for  us,  turning  up  a  Nobel  Prized?; 
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;ate  and  U.S.  Court  of  Appeals 
e  discussing  immigration  and  global 
ning;  a  19-year-old  student  in 
;apore  pining  for  her  ex;  an 
:an-American  arguing  that  King  Kong 
i  inherently  racist  film.  Many  bare 
•  souls,  like  gearhead-turned-Marine- 
is-lieutenant  Jeffrey  Barnett,  who  is 
led  to  connect  with  the  children 
,  Abu  Ghraib  prisoner  and  yet  plainly 
esses,  "That's  right,  we  profile 
sd  on  age  and  gender... and  it  works." 
arently  there  is  more  to  the 
osphere  than  mere  navel-gazing. 

—STEPHANIE  COOPERMAN 

BEING  CERTAIN, 
tobcrt  A.  Burton,  M.D.; 
Martin's;  $25 

The  day  after  the 
space  shuttle 
Challenger  disaster, 
a  psychology  professor 
named  Ulric  Neisser 
had  his  students  write 
precisely  where 
they'd  been  when  they 
, Rlsi,,  e».»      heard  about  the 

explosion.  Two  and 

BURTON,    MD.  3    foti  ye3TS    13^,  fa 

asked  them  for  the 
e  information.  While  fewer  than  one 
n  got  the  details  right,  almost  all 
i  certain  that  their  memories  were 
irate,  and  many  couldn't  be 
jaded  even  after  seeing  their  original 
s.  For  neurologist  Robert  A.  Burton, 
Challenger  study  is  emblematic 
1  essential  quality  of  the  human 
i  and  evocative  of  the  psychology 
;rlying  everything  from  nationalism  to 
lamentalism.  In  his  brilliant  new 
[,  Burton  systematically  shows  that 
ainty  is  a  mental  state,  a  feeling 
anger  or  pride  that  can  help  guide  us, 
that  doesn't  dependably  reflect 
ctive  truth.  Evidence  for  Burton's 
inating  insight  is  everywhere  around 
ind  On  Being  Certain  expertly  weaves 
ther  studies  from  Science  and  The 
'  England  Journal  of  Medicine,  as 
as  the  front  page  of  The  New  York 
?s,  to  consider  the  myriad  ways 
hich  the  brain  constructs  a  useful 
dview — often  by  manipulating 
ils  for  the  sake  of  consistency — and 
etimes,  as  in  the  case  of 
zophrenia,  takes  untenable  liberties. 


» 


STATE  OF  PLAY;  BBC  Video;  $35 


A  woman  plunges  under  a  train  in  a  London  Tube  station; 
^MM    across  town,  in  a  seemingly  unrelated  event,  a  young 
mmhJ    man  is  gunned  down  in  a  seedy  alley — the  game,  in  other 
^f^jj    words,  is  afoot.  The  difference  in  this  much-praised  six- 
part  BBC  mini-series  from  2003  (soon  to  be  a  Hollywood 
movie)  is  that  instead  of  watching  the  detectives,  we  follow 
a  stinging  swarm  of  tabloid  reporters  from  the  fictional 
Herald.  The  reporters'  antennae  go  up  when  the  woman's 
boss,  a  high-profile  member  of  parliament,  breaks  down  over  her  death 
in  a  news  conference.  As  fate  would  have  it,  the  Heralds  top  gun,  Cal  McCaffrey  (John 
Simm),  is  the  MP's  friend  and  former  campaign  manager,  with  a  lingering  crush  on 
his  wife  and. ..well,  the  thing  gets  complicated.  Very  complicated.  Among  the  pleasures 
of  this  addicting  series  is  the  way  it  adapts  the  twists  and  turns  of  a  classic  British 
whodunit  to  a  pace  of  action  that  would  blow  Hercule  Poirot's  bib  off.  The  reporters 
seem  to  be  everywhere  at  once,  and  the  pitch-perfect  cast  keeps  the  various  subplots 
humming.  (Among  its  now-familiar  faces:  James  McAvoy,  star  of  Atonement,  Kelly 
Macdonald,  the  stoic  wife  in  No  Country  for  Old  Men,  Bill  Nighy,  Davy  Jones  in  the 
Pirates  of  the  Caribbean  movies,  and  Polly  Walker,  the  conniving  Atia  in  HBO's  Rome.) 
Past  masters  at  manipulative  jujitsu,  the  reporters  lever  their  subjects'  fear  of 
exposure,  fear  of  underexposure,  fear  of  each  other — or  just  plain  gluttony  for  fistfuls 
of  cash — into  something  resembling  revelations  of  secret  truths.  They  are  dress-down 
superheroes  for  our  ethically  unmoored  age,  working  a  crime  but  floating  mostly 
out  of  reach  of  the  police,  with  the  persuasion  money  and  star-making  machinery  at 
their  fingertips  as  potent  as  superpowers.  And  they  know  in  their  bones  that 
everybody  has  something  to  hide:  For  the  players  in  State  of  Play  there  are  no  innocent 
bystanders,  only  ones  they  haven't  got  the  goods  on  yet.  — RICHARD  NALLEY 

INTO  THE  WILD;  Paramount;  $36 

Pompous  and  pugnacious  he  may  be,  but  Sean  Penn  really 
is  one  of  the  more  gifted  people  working  in  movies.  His  version 
of  the  memorable  bestseller  by  Jon  Krakauer  is  one  of 
2007's  best — thoughtful,  imaginative  and  gorgeously  shot. 
Whether  the  viewer  believes  Into  the  Wild's  hero,  a  young 
man  named  Christopher  McCandless  (a  compelling  Emile 
Hirsch),  who  died  of  starvation  in  the  back  of  a  bus  in 
a  remote  area  of  Alaska,  was  an  unbalanced  narcissist  or 
simply  an  idealistic  kid  having  a  Western  adventure  (or  maybe 
equal  parts  both)  almost  doesn't  matter.  Director  Penn 
lets  the  puzzling  story  unfold  slowly,  meandering  in  a  way 
not  dissimilar  to  the  protagonist's  circuitous  route  to  his  fate. 
Along  the  road  McCandless  connects  with  a  variety  of  baggage-laden  characters, 
each  sympathetic  and  each  profoundiy  affected  by  meeting  McCandless.  Marcia  Gay 
Harden  and  William  Hurt,  as  his  rejected  and  bewildered  parents,  are  simply 
heartbreaking,  and  Penn  juxtaposes  their  grief  with  joyous  panoramas  of  McCandless 
exploring  his  Last  Frontier.  The  extras  on  this  DVD  are  not  worth  bothering  with — two 
"making  of"  videos  that  feel  like  those  long-form  HBO  promos,  and  in  this  case, 
the  old  saw  about  not  knowing  how  the  sausage  is  made  holds  true.  Better  to  step  back 
and  let  Into  the  Wild's  air  of  mystery  and  sadness  linger.  — LORRAINE  CADEMARTORI 


Faced  with  the  inherent  unreliability  of 
the  human  mind,  a  lesser  author  might 
become  cynical.  Burton,  however,  is 
able  to  appreciate  the  cultural  worth  of 
unjustified  certainty,  which  fuels 
the  impulsive  creativity  of  scientists  and 


artists  alike.  Equally  important,  he  argues 
that  "if  science  can  shame  us  into 
questioning  the  nature  of  conviction,  we 
might  develop  some  degree  of  tolerance 
and  an  increased  willingness  to  consider 
alternative  ideas."  In  the  polarizing 
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atmosphere  of  the  2008  election,  On 
Being  Certain  ought  to  be  required 
reading  for  every  candidate — and  for 
every  citizen.  — JONATHON  KEATS 

THE  GREAT  WARMING, 

by  Brian  Fagan;  Bloomsbury;  $27 

There  are  optimists 
who,  upon  reading  the 
opening  chapters  of 
this  new  book  about 
the  warming  trend  that 
gripped  the  planet 
from  the  9th  to  the 
14th  centuries  A.D., 
will  be  tempted  to 
conclude  that  our  current  predicament 
isn't  all  bad.  And  to  a  degree,  they'd 
be  right.  Take  the  peasants  of  Western 
Europe.  For  them,  higher  temperatures 
meant  longer  summers,  bigger  harvests 
and  a  nice  break  from  centuries  of 
near-starvation.  The  cathedral  of  Chartres, 
the  author  points  out,  was  a  direct 
product  of  global  warming,  financed  by 
the  boom-time  donations  of  local  farmers. 
Melting  ice  allowed  Norse  sailors  to 
open  lucrative  trade  routes  with  Inuits  in 
Greenland,  while  Polynesians  harnessed 
shifting  winds  to  colonize  faraway  islands. 
Then  there's  Genghis  Khan.  His  bloody 
rampage  across  the  Asian  continent 
happened  in  no  small  part  because  the 
grasslands  of  the  Mongolian  steppes  grew 
too  parched  for  his  people  to  graze  their 
horses  there.  Which  brings  us  to  the 
real  downside  of  global  warming: 
According  to  Fagan,  it's  not  tsunamis  or 
hurricanes  we  should  be  fretting  about, 
it's  drought.  Harnessing  a  variety  of 
research  tools  available  to  archaeologists 
and  climatologists — tree  ring  studies, 
deep-sea  and  pollen  cores,  ice  borings 
and  even  human  bone  analyses — Fagan 
reconstructs  a  worldwide  wave  of  pitiless, 
prolonged  droughts  that  struck  large 
swaths  of  Asia,  Australia,  Africa  and  the 
Americas.  The  Mayan  civilization  partially 
collapsed  during  this  period,  mainly  for 
lack  of  water,  while  numerous  other 
cultures  splintered  or  declined.  As  for 
North  America,  let's  just  say  that  the 
Southwest  wasn't  the  most  popular  place 
to  be.  If  history  is  any  guide,  the  folks  in 
L.A.,  Tucson  and  Phoenix  migh'  want  to 
start  thinking  about,  say,  Alban 

—THOMAS  ACKSON 


MAJOR  LEAGUE  BASEBALL  2K8;  2K  Sports;  $60 


The  Mitchell  Report  has  made  the  prospect  of  watching  baseball  this  spring  a 
little  depressing — which  is  all  the  more  reason  to  load  up  the  virtual  version  of 
America's  pastime.  Like  most  of  today's  sports  games,  MLB  2K8  feels 
ultrarealistic,  almost  to  a  fault  (batting  isn't  easy,  folks),  but  this  latest  version's 
use  of  the  analog  stick  for  pitching  and  fielding  is  an  improvement.  With  no 
button  combinations  to  worry  about,  throwing  hot  fast  balls  and  turning  a  double 
play  are  pleasingly  intuitive  flicks  of  the  thumb.  —TAYLOR  ANTRIM 


VAMPIRE  WEEKEND,  Vampire  Weekend;  XL;  $12 

It  had  to  happen.  After  dance-punk  and  post-punk  and 
freak-folk  and  dozens  of  other  recent  musical  trendlets, 
a  group  of  preppy  kids  in  cable-knit  sweaters,  pastel 
socks  and  Top-Siders  have  captured  the  indie-rock 
Zeitgeist.  Vampire  Weekend  is  four  young  Columbia 
University  graduates  playing  Afro-Caribbean-influenced  pop  rock  with  lyricj 
about  Hyannisport,  rules  of  grammar  and  sophomore  year.  Contrived? 
Sure,  but  the  songs  are  infectious,  with  standouts  like  "A-Punk"  and  "Cape  Cod 
Kwassa  Kwassa"  recalling  light-on-their-feet  melodies  from  Graceland-era  Paul  Sirr) 
and  early  Police.  Vocalist  Ezra  Koenig  hits  invigorating  high  notes,  and  his  bandmaj 
back  him  up  with  a  lively  mix  of  harpsichord,  strings,  organ  and  enough  Reggaeton 
rhythms  to  put  you  in  a  summertime  frame  of  mind.  — TA 

PAGINA  DE  BUENOS  AIRES,  Fernando  Otero;  Nonesuch;  $17 


Some  of  the  pieces  on  Argentinean  pianist  Fernando  Otero's  nevl 
album  are  jazz-infused,  others  reminiscent  of  early-20th-centurj 
composers  like  Beta  Bartok.  A  few  more  are  aggressively 
modern  and  Kronos  Quartet-quirky.  But  the  red  thread  that 
runs  through  every  tune  is  the  tango,  with  its  complex  rhythms, 
bittersweet  sensuality  and  evocations  of  moody,  mysterious  Bue 
Aires.  The  underpinning  of  that  unique  sound  is  the  accordionlike  bandoneon, 
played  here  to  great  effect  by  Hector  Del  Curto.  And  nowhere  better  than  on  the 
title  track,  "Pagina  de  Buenos  Aires,"  a  piece  so  classically  beautiful  you'll  swear 
you've  heard  it  a  hundred  times  before,  even  though  it's  brand-new  this  year.  — TJ 
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IA  DE  haume:  Adria  de  Haume,  (203) 
-9000,  www.haume.com;  and  select 
man  Marcus  stores 


ro  ARTISANS:  www.aidtoartisans.org 

KIS  BITTAR:  Alexis  Bittar,  New  York, 
2)  625-8340,  www.alexisbittar.com 

-amun:  Ben-Amun,  (866)  921-AMUN 

rEGA  VENETA:  Bottega  Veneta  boutiques, 
7)  362-1715,  www.bottegaveneta.com 

NEL:  Chanel  boutiques,  (800)  550-0005 

ISTIAN  L0UB0UTIN:  Christian  Louboutin, 
v  York  and  Los  Angeles, 
w.christianlouboutin.fr;  and  select 
man  Marcus  and  Saks  Fifth  Avenue  stores 

JARED2:  Jeffrey,  New  York,  (212)  206-3928 

CI:  select  Gucci  stores,  (800)  456-7663, 
v.  gucci.com 

WES:  Hermes  stores,  (800)  441-4488, 
v.hermes.com 

/E  LEGER:  www.herveleger.com 

ANDER:  Jil  Sander,  New  York  and  Chicago 

rSHIRE:  Kentshire  at  Bergdorf  Goodman, 
^York,  (212)  673-6644, 
v.kentshire.com 

S  VUITT0N:  Louis  Vuitton, 

))  VUITTON,  www.louisvuitton.com 

TIN  DINGMAN:  Martin  Dingman, 

))  955-2358;  The  Met,  Sarasota,  FL; 

Khakis,  Carmel,  CA 

TIN  MARGIELA:  Maison  Martin 
■giela,  New  York,  (212)  989-7612 

:0Ni:  Missoni,  New  York,  (212)  517-9339 

)  BY  RALPH  LAUREN:  Select  Ralph  Lauren 
is,  (888)  475-7674, 
v.ralphlauren.com 

■RT  MARC:  Robert  Marc,  New  York, 
')  675-5200,  www.robertmarc.com 

:rt  talbotT:  Robert  Talbott, 
v.roberttalbott.com 

:r  VIVIER:  Roger  Vivier,  New  York, 
:)  861-5371 

'ERSIVE  JEWELRY: 

v.subversivejewelry.com 
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PARMIGIANI  FLEURIER:  www.parmigiani.com; 
Westime,  Los  Angeles,  (310)  470-1388; 
Swiss  Fine  Timing,  Chicago;  Cellini, 
New  York 

GREUBEL  F0RSEY:  www.greubelforsey.com; 
Westime,  Los  Angeles,  (310)  470-1388; 
Manfredi  Jewels,  Greenwich,  CT; 
Cellini,  New  York 

MAXIMILIAN  BUSSER  &  FRIENDS: 

www.mbandf.com;  Westime,  Los  Angeles, 
(310) 470-1388 

RICHARD  MILLE:  www.richardmille.com; 
Westime,  Los  Angeles,  (310)  470-1388; 
Venetzia,  Las  Vegas;  Les  Bijoux,  Boca  Raton 


Sequin  embroidered 
knit  top,  $1,080, 
and  skirt,  $1,080, 
by  Louis  Vuitton. 
Enameled  bangles  by 
Isaac  Manevitz  for 
Ben-Amun.  $65  each. 


MARTIN  BRAUN:  (800)  794-4792, 
www.martinbraunusa.com 

HD3:  www.hd3complication.com;  Westime, 
Los  Angeles,  (310)  470-1388 

WYLER  GENEVE:  www.wylergeneve.com; 
Westime,  Los  Angeles,  (310)  470-1388; 
Shapur,  San  Francisco;  Govberg  Jewelers  at 
Boyds,  Philadelphia 

URWERK:  www.urwerk.com;  UrwerkUSA, 
Los  Angeles;  Westime,  Los  Angeles, 
(310)  470-1388;  Geneva  Seal,  Chicago; 
Manfredi,  Greenwich,  CT 

FRANCK  MULLER  GENEVE: 

www.franckmullerusa.com;  Picciones', 
Lyndhurst,  OH,  (877)  542-8800 
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ince  the  early  1980s,  Alan  Bronstem  has  been  one 
J  of  a  handful  of  gemologists  specializing  in  colored 
'  diamonds.  In  1989  he  created  the  296-diamond 
Aurora  Collection,  a  one-of-a-kind  museum  exhibit  designed 
to  introduce  these  "fancy"  gems  to  a  public  whose  only 
exposure  might  have  been  a  glimpse  of  the  Smithsonian's 
Hope  Diamond.  The  Aurora  Collection  is  currently 
on  display  at  London's  Natural  History  Museum 
(see  www.auroragems.com).  Bronstein  privately  advises 
institutions  and  individuals  from  his  office  in  New  York  City. 

We  recently  saw  the  Aurora  display  in  London.  Was  it 

our  imagination,  or  did  the  diamonds  seem  to  change  color  in 

different  lights? 

There's  a  property  in  diamonds  called  fluorescence.  Now, 
over  the  past  30  years  or  so,  fluorescence  in  colorless 
diamonds  has  been  considered  a  negative  quality.  But  in 
colored  diamonds  it's  an  attribute,  because  it  brings 
out  a  range  of  different  expressions.  A  diamond's  color 
in  direct  sunlight  is  different  than  it  is  in  indirect  light. 
The  colors  are  different  in  incandescent  light  than  they  are 
under  fluorescent  light.  A  single  colored  diamond  can 
undergo  any  number  of  personality  changes. 

How  many  different  basic  diamond  colors  have  been  identified? 
There  are  12  basic  color  varieties,  such  as  pink,  blue,  red, 
orange,  purple,  yellow  and  so  on.  But  then  these  varieties  can 
be  modified  by  additional  colors.  It's  a  bit  like  mixing 
paint.  Add  a  little  of  one  color  and  it  changes  subtly;  add  a 
lot,  it  changes  more  dramatically.  You  end  up  with  something 
like  60  individual  colors  based  on  the  12  varieties.  But 
then  you  also  have  different  "saturations,"  or  hues,  which 
means  a  diamond  can  be  pale  or  blush,  or  of  deep  or  medium 
saturation.  In  the  end  there  are  probably  hundreds  of  colors 
within  the  spectrum. 

And  the  most  rare  of  colors? 

Purple.  There  are  very  few  in  the  world.  Also,  orange  and 
violet.  Yellow  and  brown  are  the  most  common. 


How  do  colored  diamonds  compare  in  price  to  colorless? 
Colored  diamonds  in  the  brown  family,  often  referred  to 
as  "champagne"  or  "cognac,"  would  be  priced  probably 
10  to  50  percent  less  than  a  fine-quality  white  diamond.  O 
the  other  hand,  pinks  and  blues  may  be  equal  in  value  to 
a  colorless  diamond  or  perhaps  ten  times  more.  For  examp 
if  the  average  price  for  a  perfect  colorless  five-carat 
diamond  is  S  100,000  a  carat,  then  the  possible  price  for 
a  rare,  extraordinary  colored  diamond  could  be  anywhere 
from  $500,000  a  carat  to  $1  million  or  more. 

Where  do  most  of  these  stones  come  from  ? 
A  majority  come  from  Africa.  Except  for  the  highly 
saturated  pink,  which  come  from  Australia's  Argyle  Mine. 
Those  are  a  kind  of  strawberry  or  wine  color,  but  they're 
generally  small,  only  up  to  about  four  carats.  Unfortunatek 
Australia's  supply  will  be  exhausted  in  ten  years'  time. 

Who  has  a  better  eye  for  colored  diamonds,  women  or  men? 
Women  are  more  aware  of  color  than  men.  We're  culturall 
trained  to  buy  white  diamonds  for  weddings  and 
engagements,  and  women  will  never  buck  that  tradition. 
But  a  tenth  anniversary?  Why  not?  A  colored  diamond  i; 
one  way  for  a  woman  to  express  her  individual  tastes. 

How  do  buyers  choose  to  display  these  treasures? 

Women  prefer  to  wear  their  diamonds.  Men  prefer 

to  hold  on  to  them  and  once  in  a  while  take  them  out  and 

play  with  them.  • 
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LIVE  THE  SPLENDOUR  OF  FLORENCE 
WITH  FOUR  SEASONS  PERFECTION 


ZZO  TORNABUONI 

FIRENZE 


Fresco  detail  of  residence  living  room 

BE  PART  OF  EUROPE'S  MOST  EXCLUSIVE  PRIVATE  RESIDENCE  CLUB 

Discover  the  coiours,  culture  and  beauty  of  Florentine  living  enhanced  by 
the  world  renowned  service  that  only  Four  Seasons  can  provide. 

Palazzo  Tornabuoni  is  a  fifteenth  century  renaissance  palace  in  the  heart  of  Florence,  jk; 
restored  to  its  original  grandeur  and  charm  and  fitted  for  the  modern  needs  of  today. 

Never  before  has  there  been  this  unique  combination  of  history,  F()l  K  SEASONS 

lifestyle  and  outstanding  service.  Live  this  extraordinary  privilege.  5&>&A  ,„„/./'',„■,/, 

Style,  grace  and  comfort,  then  and  now. 


1  866  753  6667 
www.palazzotornabuoni.com 

Palazzo  Tornabuoni  is  an  RDM/Kitebrook  Partners  Joint  Venture 

Palazzo  Tornabuoni  is  not  owned,  developed  or  sold  by  Four  Seasons  Hotols  Limited  or  its  affiliates.  Palazzo  Tornabuoni  uses  the  Four  Seasons  tradenames  under  a  license  from  Four  Seasons  Hotels  and  Resorts  B.V. 
8  "FOUR  SEASONS,"  "FOUR  SEASONS  HOTELS  AND  RESORTS,"  any  combination  thereof  are  registered  trademarks  of  Four  Seasons  Hotels  Limited  m  Canada  and  U.S.A.  and  of  Four  Seasons  Hotels  (Barbados)  Ltd.  elsewhere. 


No  one  steals-^pur  blanket,  your  kids  don't  wake  you  up 
and  you  always  get  breakfast  in  bed. 

CdiUld  Qantas  Skybed  be  better  than  your  own  bed? 


Qantas  Skybed,  the  only  Business  bed  flying  non-stop  to  Australia. 

^JK^k  The  award  winning  Skybed  is  now  available  on  our  non-stop  flights  from  Los  Angeles  to  Australia 
Wflf    ar'd  New  Zealand.  You  can  also  enjoy  Skybed  non-stop  from  San  Francisco  and  on  our  new  daily 

direct  service  from  New  York  to  Australia.  Settle  back,  put  on  the  complimentary  brushed  cotton 
pyjamas  and  sink  into  your  own  cocoon  away  from  the  stresses  of  the  world. 

■  New  York  flights  make  one  stop  in  Los  Angeles  Available  on  all  B747-400  and  A330-200  transpacific  flights  to  Australia  and 
New  Zealand.  Sub|ect  to  last  minute  change  of  aircraft. 
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/ai  today's  /uxury  flame,  the  question  isn't  about  whether  your  car  has  a  world-class  inten 
It  isn't  about  available  features  like  all-wheel  drive,  a  304  hp  Direct  Injection  V6,  and 
40-gig  hard-drive*  It  isn't  even  about  industry  accolades.  No,  in  today's  luxury  game,  tl 
real  question  is,  when  you  turn  your  car  on,  does  it  return  the  favor?  Starting  at  $33,41 
Nicely  equipped  at  $45,855! 

-DILLAC.COi 
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Gould  it  be  the  farther  you  travel 
the  closer  you  become? 


Four  Seasons 

When  life  feels  perfect. 


ACT    YOUR    TRAVEL    CONSULTANT,    VISIT    WWW.FOURSEASONS.COM    OR    IN    THE    U.S.    CALL  1-866-890-9869. 


A  journey  brings  us  face  to  face  with  ourselves. 

Berlin  Wall.  Returning  from  a  conference. 

866  VUITTON  and  now  on  www.louisvuillon.com 

Mikhail  Gorbachev  and  Louis  Vuilton  are  proud  to  support  Green  Cross  International 


LOUIS  VUITTC 
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1,125  Billionaires 

For  the  first  time,  we've  identified  more  than  1,000  billionaires  worldwide.  And  this  year 
there's  a  new  number  one. 

The  20  Richest  People  on  the  Planet 

Two  years  ago  half  of  the  people  on  this  list  were  from  the  U.S.  Now  there  are  only  4. 

The  Newest  Billionaire  in  South  Africa 

Patrice  Motsepe  entered  the  mining  business  when  South  Africa  ended  apartheid. 
Today  the  onetime  lawyer  and  avowed  capitalist  is  the  country's  first  black  billionaire. 
By  Susan  Adams 

Whiplash 

As  stock  prices  fluctuate  wildly,  so  do  the  fortunes  of  some 
well-known  billionaires. 

Clean  Machine 

James  Dyson  got  rich  improving  vacuums.  Next:  hand  dryers 
in  restrooms.  By  Chaniga  Vorasarun 
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100  The  Hot  Seat 

Marc  Ladreit  de  Lacharriere  built  the  worlds  third 
largest  credit  rating  agency.  But  can  he  withstand 
the  subprime  mess?  By  Joshua  Levine 

109  The  Youngest 

The  world's  20  youngest  billionaires — all  of  them 
under  36  years  old. 

110  Revenge  of  the  Ne'er-Do-Well 

His  Indian  father  thought  Micky  Jagtiani  would 
amount  to  nothing.  But  the  prodigal  son  created  a 
Mideast  retailing  empire.  By  Devon  Pendleton 

116  Buying  City  Hall 

John  Catsimatidis  built  a  fortune  in  supermarkets, 
real  estate  and  oil.  Now  he  wants  to  be  mayor  of 
New  York  City.  By  Matthew  Miller 

120  City  Standoff 

Moscow,  New  York  and  London  battle  to  serve  the 
needs  of  billionaires.  ByChaniga  Vorasarun 

122  New  Money,  Big  Agenda 

Chinas  younger  tycoons  aren't  just  shaking  up  the 
economy.  They  are  changing  philanthropy. 

By  Russell  Flannery 

128  Charting  the  Rich 

Citizenships  of  the  world's  billionaires. 

138  Redcat,  Not  Redneck 

Why  is  a  name  associated  with  glamour  peddling 
duck  blinds?  By  Phyllis  Berman 

144  Justice,  Russian  Style 

Bruce  Marks  makes  a  living  suing  oligarchs  on 
behalf  of  other  oligarchs.  By  Nathan  Vardi 

The  Billionaire  Rankings 
130  Global  Richest 
132  Europe 

132  Middle  East  and  Africa 

135  Asia 

136  United  States  and  the  Americas 
146  Index 


COVER  PHOTOGRAPH  OF  PATRICE  MOTSEPE  BY  GUY  STUBBS  FOR  FORBES 
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YANG:  CHINA  DAILY  /  REUTERS  /  LANDOV;  DERIPASKA:  HEINZ-PETER  BADER  /  REUTERS  /  LANDOV 
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ROLEX 


Rolex's  commitment  to  excellence  begins  at 
the  source.  By  operating  its  own  exclusive 
foundry,  Rolex  is  able  to  create  new  and  unique 
alloys,  holding  each  to  the  highest  standards. 
Rolex's  goal:  absolute  purity.  Cases,  bracelets 
and  components  are  painstakingly  crafted  for 
exceptional  durability,  color  and  beauty.  Being 
so  demanding  may  seem  obsessive.  But  at 
Rolex,  perfection  demands  nothing  less. 
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18  Index 
20  Side  Lines 
22  Readers  Say 

27  Fact  and  Comment  |  Steve  Forbes 

says  George  Bush  is  in  danger  of  becoming 
Jimmy  Carter. 

30  Other  Comments 

35  Current  Events  |  By  Ernesto  Zedillo 

on  how  carbon  taxes  would  be  more  effective 
than  carbon  credits. 

37  Digital  Rules  |  Rich  Karlgaard  plots 
a  course  out  of  the  stagflation  trap. 

38  Informer  |  Dancing  with  Spitzer;  The 
Forbes  400  and  Grisham's  latest  novel. 

40  On  My  Mind  |  Richard  A.  Epstein 

This  is  America.  People  can't  just  snatch  your 
property,  can  they? 

42  Follow-Through  |  Flashbacks 

44  Heads  Up  |  Semper  Fidel? 
By  Alex  Davidson 

188  Thoughts 


OUTFRONT 

46  What  Mortgage  Mess?  The  big 

firms  skewered  themselves  on  fancy  mort- 
gage derivatives.  Joe  Moglia's  TD  Ameritrade 
sticks  to  stocks  and  bonds.  By  Neil  Weinberg 

50  With  Friends  Like  These  The  Mohegan 
tribe  wants  to  expand  its  casinos  nationally. 
By  Stephane  Fitch  and  Matthew  Miller 

52  Year  of  the  Rat  His  Macau  casino 
helped  make  Sheldon  Adelson  very  rich.  For- 
mer partners  say  "pay  up."  By  Nathan  Vardi 


54  Corkscrewed  A  onetime  penny  stock 
trader  tried  to  build  a  wine  empire — and  got 
a  vintage  financial  mess.  By  Dirk  Smillie 

56  Groundhog  Day  It  may  be  time  for 
this  fellow  to  get  out  of  the  real  estate  business. 
By  Helen  Coster  and  Michael  Maiello 

Plus:  Purr  . . .  Billionaire.com 


TECHNOLOGY 

58  Telecom's  Last  Honest  Man  Cincy 
Bell's  Jack  Cassidy  has  made  a  career  out  of 
breaking  telecom's  rules.  By  Scott  Woolley 

60  Wi-Fly  The  top  ten  Web-connected 
airports  in  the  world.  By  Elizabeth  Woyke 

62  Tokyo  Calling  A  Japanese  telecom 
legend  is  making  the  biggest  bet  of  his  long 
career.  By  Chana  R.  Schoenberger 

64  Digital  Tools  |  Ambient  Internet 
By  Daniel  Lyons 

65  Cord  Gobblers  Restoring  order  to 
the  digital  spaghetti  on  your  desk. 

By  Zack  OMalley  Greenburg 


MONEY  &  INVESTING 

66  Mr.  Cool  Surfs  the  Web  Ryan  Jacob, 
the  champ  Internet  stock  picker,  has  seen 
boom  and  bust.  With  Net  stocks  back  in  the 
drink,  he  shows  where  to  find  tomorrows 
winners.  By  Michael  Maiello 


71  The  Globe's  New  Stars  Budding 
multinationals  from  booming  emerging 
nations  are  gaining  strength.  Here  are  the 
best  of  the  bunch.  By  Godwin  Maidment 

74  Japan's  Asia  Play  Shuhei  Abe,  a 
disciple  of  George  Soros,  looks  for  Japanese 
companies  that  are  heading  to  developing 
neighbors.  By  Chana  R.  Schoenberger 


HEALTH 

76  The  Seeing-Eye  Gene  a  break- 
through in  gene  research  may  help  battle 
macular  degeneration.  By  Emily  Schmall 

FORBES  LIFE 

162  Opera  Man  David  Ross  hosts  300 
strangers  who  share  his  love  of  opera. 
By  Chaniga  Vorasarun 


FINANCIAL  COLUMNISTS 

166  Makers  &  Breakers  |  Diageo;  emq 

Smith  International. 

168  Portfolio  Strategy  |  Crunch 

Mythology  By  Ken  Fisher 

170  Capital  Markets  |  The  Preferred 

Way  By  Marilyn  Cohen 

172  Exchange-Traded  Funds  |  Robert 

Frost  Investing  By  Jim  Lowell 
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.  You  won't  find  reward  blackout  dates  with  Hilton  H  Honors® - 
just  2,900  hotels  and  the  chance  to  earn  points  and  airline 
miles  at  the  same  time.  If  a  standard  room  is  available,  you  can 
.  redeem  points  for  it.  A  romantic  surprise  has  never  been  closer. 

Points  &  Miles®  &  No  Blackout  Dates.  . 
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OUR  COVERAGE  CONTINUES  ONLINE 


The  World's  Richest  People 


Edited  by  Luisa  Kroll  and  Matthew  Miller 


In  Video:  We'll  learn  about  the 
youngest  billionaire  in  the  world  and 
find  out  more  about  the  billionaires 
who  made  their  money  in  energy  and 
are  making  money  even  in  tough  times. 

London  Lowdown: 

Camilla  Webster 
reveals  the  hot  spots 
and  hideaways  that 
keep  the  very  rich 
coming  back. 

Billionaire  Toys:  A  look  at  the  really 

big  toys— custom  yachts  and 
airplanes— that  only  the  ultrawealthy 
like  Oracle  Chief  Executive  Larry 
Ellison  can  afford. 
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The  Power  of  Wealth.  Forbes.com  brings  the  full 
depth,  immediacy  and  interactivity  of  the  Web  to  our 
annual  ranking  of  the  world's  billionaires.  You  can  sort 
the  list  the  way  you  want  it.  You  can  read  a  biography  of 
every  member  and  put  faces  to  the  names,  using  our 
extensive  picture  galleries.  This  year  we  have  photo 
collections  of  the  youngest  and  newest  billionaires,  as 
well  as  celebrity  and  women  billionaires,  plus  many  more. 
Use  our  interactive  maps  to  see  where  the  world's 
wealthiest  live.  Plus  a  look  at  the  homes,  cars  and 
pursuits  that  are  part  of  the  billionaire  lifestyle.  All  at 
www.forbes.com/billionaires. 


Billionaires'  Row:  Matthew  Miller's 
weekly  update  on  the  fortunes  and 
foibles  of  the  world's  wealthiest. 

Program  Guide:  See  full  listings  of 

all  the  on-demand  Web  video  pro- 
gramming on  the  Forbes.com  Video 
Network  at  www.forbes.com/video. 


The  Richest  Person  on  the  Planet: 
Go  online  for  a  video  profile,  to  get 
insights  into  Warren  Buff  etts 
investments  and  to  see  who  has 
piggybacked  a  billion-dollar  fortune 
off  him.  Plus  a  time  line  of  how  his 
and  his  nearest  rivals'  wealth  has 
grown  over  the  years. 


Billionaires  in  Space,  what 

other  frontiers  are  left?  We  look  at 
those  wealthy  individuals  making 
the  ultimate  journey. 

City  Standoff.  Three  of  the  world's 
great  cities  act  as  magnets  to  the 
superrich  and  the  ecosystems  that 
support  them.  Go  online  to  see  our 
interactive  guide  to  the  best  parts  of 
New  York,  London  and  Moscow  for 
spotting  billionaires. 

Forbes  Asia.  See  our  list  of  the 
48  most  generous,  or  leading,  philan 
thropists  in  Asia.  Putera  Sampoerna 
of  Indonesia,  for  example,  has  an 
ambitious  goal  for  his  charitable 
giving:  to  revamp  his  country's  vast 
public  school  system. 
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Forbes  Lists.  Find  expanded 
versions  of  all  our  annual  lists, 
including  the  one  in  this  issue, 
at  forbes.com/lists. 

•  Track  a  Billionaire.  Use  our 

customizable  RSS  fpeds  to  get 
the  latest  news  on  specific 
people,  or  select  from     list  of 
authors,  topics  and  tickers. 

•  Widgets.  Add  FORBES  content 


about  billionaires  or  other  sub- 
jects we  cover  to  your  Facebook, 
MySpace,  Netvibes  or  iGoogle 
page  or  to  your  own  site. 
Invest  Like  a  Billionaire. 
Or  at  least  fantasize  about  it  in 
our  Stock  Picking  Community. 
Share  stock  ideas,  track  the  best 
performers  and  learn  how  to  be 
a  better  investor  at 
http://stocks.forbes.com. 


•  Search  Our  Archive.  Past 
stories  on  rich  and  poor  alike 
can  be  found,  printed, 
downloaded  and  e-mailed. 

•  Have  Your  Say.  Add  your 
comments  to  any  of  our  billion- 
aire stories  or  others  online.  See 
what  fellow  readers  think. 

•  Markets  Brief.  Our  intraday 
reports  on  what's  moving 
stocks  around  the  world,  plus  a 


peek  at  our  editors'  Watch  List. 
•  Org  Chart  Wiki.  Share  what 
you  know  about  the  internal 
organization  of  any  company. 

On  the  cover.  More  on  the  top  story  of 
this  and  every  issue  of  FORBES  at: 
www.forbes.com/coverstory. 

For  links  to  items  mentioned  on  this 
page:  www.forbes.com/extra. 

For  complete  contents  of  this  issue: 
www.forbes.com/forbes. 
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Break  the  shackles.  Free  your  company  from  hardware, 
software,  and  all  those  hidden  costs.  See  why  1,000,000  users 
worldwide  have  built  a  more  successful  relationship  with  the 
software-as-a-service  leader.  WWW.salesforce.com 
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Side  Lines 


The  Times  building. 


This  Property  Is  a  Steal 

USUAL  WAY  TO  ACQUIRE  LAND  FOR 
development:  make  the  owner  an 
attractive  offer.  New  York  way:  make  a 
lowball  offer.  If  he  doesn't  want  to  sell, 
bring  in  thugs  from  city  hall.  They  will 
explain  that  this  is  an  offer  he  can't 
refuse. 

In  his  essay  on  page  40,  law  profes- 
sor Richard  Epstein  recounts  a  horrify- 
ing tale,  from  Port  Chester,  N.Y.,  of 
how  condemnation  law  is  used  to 
reward  well-connected  developers  at 
the  expense  of  people  who  aren't 
connected.  How  can  municipalities  get 
away  with  this?  Three  years  ago  the 
U.S.  Supreme  Court  said  that  the  Con- 
stitution doesn't  stop  them. 

The  Kelo  decision  provoked  an 
angry  backlash  in  most  of  the  country.  By  the  Institute 
Justice's  count,  42  states  responded  with  laws  limiting  the  use 
eminent  domain  for  private  purposes.  New  York  is  not  one 
those  states.  If  you  want  to  get  ahead  in  New  York,  what  you  ne 
is  lofty  goals  and  left-wing  politics.  Totalitarians  do  well  here. 

Columbia  University,  decreeing  that  it  can  make  worthier  t 
of  some  acreage  than  its  present  owners,  aims  to  force  them  c 
The  mayor  plans  to  bulldoze  some  businesses  in  Queens  to  rrn 
room  for  something  nicer;  when  he's  done,  the  parcel  will 
transferred  to  a  favored  developer.  Condemnation  is  how  1 
New  York  Times  and  a  developer  partner  got  the  land  for  \ 
paper's  stunning  new  office  tower.  Coveting  a  choice  quarter-a 
lot,  the  Empire  State  Development  Corp.  came  up  with  a  price 
$12  million,  says  Stratford  Wallace,  whose  family  had  owned 
land  since  1886,  took  the  land  and  then  handed  it  over  to  the  p 
vateers.  Wallace  says  he  would  have  asked  for  $30  million, 
may  get  more  after  a  court  battle. 

Developers  insist  that  they  have  the  public  interest  at  hea 
Why,  without  condemnation  power,  some  spoilsport  sitting  oi 
tiny  plot  could  hold  up  a  magnificent  renewal  project. 

But  didn't  most  of  Manhattan's  high-rises  get  built  with 
any  strong-arming?  There's  a  way  of  dealing  with  holdou 
threaten  to  build  around  them,  leaving  them  with  nearly  wort 
less  slivers  of  land.  One  developer,  Seymour  Durst,  went  so  far 
to  coauthor  a  book  richly  illustrating  the  sad  fate  of  refuseni 
who  got  too  greedy:  New  York's  Architectural  Holdouts. 

The  book  is  out  of  print.  Negotiating  skills,  it  seems,  h 
been  superseded  by  political  ones. 

EDITC 
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trs  are  being  built  to  be  more  energy  efficient,  why  shouldn't  homes? 
5ASF,  we've  put  our  energies  into  building  an  affordable  house  in 
jrson,  New  Jersey,  to  demonstrate  how  truly  energy  efficient  a  home 
be.  Our  Near-Zero  Energy  Home  utilizes  BA 
jucts  in  insulating  foam  sealants,  panels  an 
i  more  energy  efficient  than  the  average  Ameri 
-id  should  only  come  on  wheels?  Learn  more  a 


Helping  Make 
Products  Better  " 


The  Chemical  Company 


Forbes 


Readers  Say 

READERS@FORBES.COM 


Chairman  and  Editor-in-Chief  Sieve  Forbes 

President  and  Chief  Operating  Officer  Timothy  C.  Forbes 

President  and  Publisher  Forbes  Magazine  Group 

James  S.  Berrien 

Vice  Chairman  Christopher  Forbes 
Publisher  Forbes  Magazine  Rich  Karlgaard 
President  ForbesLife  Robert  L  Forbes 
Chairman  Forbes  International  Brian  Mulroney 
President  and  Chief  Executive  Officer  Forbes.com 
James  Spanfcller 

Executive  Vice  President  Chief  Financial  Officer 

Sean  P.  Hegarty 

Senior  Vice  President  General  Counsel  and  Secretary 

Terrence  O'Connor 

Senior  Vice  President  General  Manager  Scott  E.  Masterson 
Senior  Vice  President  Corporate  Communications 

Monie  Begley  Fcurey 

Vice  President  The  Forbes  Collections 

Margaret  Kelly  Trombly 

Vice  President  Business  Development  Miguel  Forbes 
Vice  President  Corporate  Controller  Thomas  J.  Callahan 
Vice  President  Director  of  Taxes  Tammy  Samuel 
Director  of  General  Services  Gary  Prasto 
Director  of  Human  Resources  Margaret  W.  Loftus 
Director  of  Knowledge  Management  Anne  P.  Mintz 
Group  Director  of  Production  and  Manufacturing 
Elaine  Y.  Fry 

Group  Director  of  Circulation  Nina  M.  LaFrance 
Director  of  Information  Technology  Mykolas  D.  Rambus 
Director  of  Distribution  Edward  Conrad 
Director  of  Protocol  Cathi  Culbertson 
Director  of  Project  Management  Amy  C.  Berrerta 
Director  of  Consumer  Marketing  Johnna  Ayres 
Director  of  Circulation  Planning  &  Operations 
Natalie  Maquiling 

Director  of  Internal  Communications  Diane  Reeves 


Vice  President  Associate  Publisher  Avery  Stirratt 

Vice  President  Conference  Group  Kendall  Crolius 

Vice  President  Marketing  Deborah  Himmelfarb 

Vice  President  Advertising  Sales  Mike  Woods 

New  York  Felix  DiFilippo,  Group  Advertising  Director; 

Nicolle  Anderson,  Jennifer  Giampietro  Cooke,  Craig  Culver, 

Moira  Forbes,  Frank  W.  Rosa,  Allison  Stover 

Boston  Kristin  Casey,  Mgr. 

Chicago  Michael  W.  Burke,  Mgr.;  James  W.  Wall 

Dallas  lackie  Olson 

Detroit  Shauna  Haras,  Mgr. 

Los  Angeles  Lisa  K.  Carden,  Mattie  Reyes, 

Kristopher  Weinisch 

Silicon  Valley  Chris  Litchfield 

Southeast  C.  David  Pinkerton  Jr.,  Mgr. 

Washington,  DC.  Chesley  Bohac,  Mgr. 

Director  of  Economic  Development  Peter  T.  Malloy 

Executive  Director  of  Marketing  Nancy  Bensimon 

Director  of  Research  Linda  Lawrence 

Director  of  Merchandising  and  Events  Marcia  Thompson 

Creative  Director  of  Design  Center  Susanne  Preinfalk 

Executive  Director  of  Custom  Solutions  Selden  Blommer 

Director  of  Special  Sections  Carol  Nelson 

Group  Business  Director  Jeff  Reilly 

Marketing  Directors  Lawrence  Ganz,  Dana  L.  Kelly 

Sales  Director  Conference  Group  Stark  Townend 

President  and  Publisher  Forbes  Asia 

William  Adamopoulos 

Executive  Director  Joyce  Lim 

Director  North  America  (New  York)  Ray  Warhola 

Japan  Director  Toshiaki  Iizuka 

Regional  Sales  Director  (Singapore)  Serene  Lee 

Regional  Sales  Director  (Hong  Kong)  Eva  Cairns 

Sales  Director  (Hong  Kong)  Priscilla  Ng 

Sales  Managers  (Singapore)  Azmi  laffar,  Jaslvn  Theng 

Vice  President  Managing  Director  Europe 

Robert  A.  Crozier 

London  Juanita  Caspan,  Regional  Sales  Director/Europe 

International  Projects 

Executive  Director  lame-.  W.  LaCirignola 

Forbes  Newsletter  Group 

Vice  President/Editor  Matthew  Schifrin 


Forbes  Investors  Advisory  Institute 
President  Wallace  Forbes 
Vice  President  Vahan  Janjiglan 

Advertising  Business 

Manager  Brandon  Russell;  Ivette  Reyes 


Labor  Day 


In  your  article  "Child  Labor"  (Feb.  25,  p.  72) 
Monsanto  is  inaccurately  portrayed  as  con- 
tributing to  the  problem  of  child  labor  in 
India  instead  of  contributing  to  the  solu- 
tion. Such  a  characterization  is  extremely 
misleading,  especially  in  light  of  all  the 
information  we  provided  to  your 
reporter. 

We  feel  that  our  work  in  this  area,  which 
has  been  widely  recognized,  has  been  exemplary.  For  us  its  much 
more  than  simply  words  on  paper;  its  an  integrated  process  that  extends  to  far- 
away places  like  Uyyalawada,  India.  The  issue  of  child  labor  in  the  production 
of  hybrid  cotton  is  an  extremely  complex  problem  that  has  existed  for  many, 
many  years  in  India.  But  I'm  optimistic  that  ten  years  from  now  Monsanto  will 
be  viewed  as  the  catalyst  that  initiated  and  helped  achieve  the  elimination  of 
child  labor  in  India. 

MARK  LEIDY 

Executive  Vice  President,  Manufacturing,  Monsanto 

St.  Louis,  Mo. 


Bitter  Pill 


The  cover  story  "Bad  Medicine"  (Mar.  10, 
p.  86)  cherry-picks  examples;  a  one-sided 
picture  of  specialty  hospitals  does  a  disserv- 
ice to  patients,  policymakers  and  poten- 
tial investors. 

Physician-owned  specialty  hospitals 
raise  at  least  three  concerns.  First,  they 
present  an  inherent  conflict  of  interest 
because  physician-owners  profit  from 
each  self- referral.  This  financial  incen- 
tive increases  the  number  of  procedures 
performed,  raising  costs  and  risks  for  the 
patients  who  undergo  unnecessary 
and/or  dangerous  surgeries. 

Second,  these  facilities  reduce  the 
availability  of  essential  services.  Physi- 
cians form  specialty  hospitals  only  for 
the  most  profitable  services.  If  they 
bleed  the  profit  centers  from  commu- 
nity hospitals,  they  limit  hospitals'  abil- 
ity to  provide  less  profitable— but 
vital — maternity  wards,  emergency 
departments  and  burn  centers. 

Third,  dishonest  marketing  of  these 
facilities  threatens  people's  lives.  Spe- 
cialty hospitals  publicize  themselves  as 
equivalent  to  community  hospitals. 


They  are  not.  Many  do  not  have  emi 
gency  services,  physicians  on  duty  2^ 
or  even  the  lifesaving  equipment  of  fu 
service  hospitals. 

FORTNEY  (PETE)  STARK 
Representative,  13th  District,  Cd 
Washington,  D. 

Real  Estate  Bumble 

In  "Builders  Look  for  the  Bottoi 
(Mar.  10,  p.  112)  we  said  that  public 
traded  companies  build  80% 
single-family  houses  in  the  U.S.  Accor 
ing  to  the  National  Association 
Homebuilders,  publicly  traded  comp 
nies  built  an  estimated  35%  of  singl 
family  houses  closed  in  2006,  the  mc 
recent  year  for  which  statistics  a) 
available. 

Stat  Surgery 

In  "Bad  Medicine"  we  said  that  there  a 
60,000  hospitals  in  the  U.S.  In  fact,  the 
are  6,000. 


I  Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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DOES    YOUR    BUSINESS    HAVE    A  HEART? 


Data.  It's  at  the  very  heart  of  your  business.  Your  data  holds  your  best  ideas,  your  plans 
for  the  future.  And  when  your  data  is  on  NetApp,  your  entire  business  pulses  with  strength  and 
feels  the  beat.  Ideas  flow,  breakthroughs  happen,  markets  are  tapped— and  even  created. 
At  NetApp,  we're  committed  to  bringing  you  storage  and  data  management  solutions  built 
to  keep  the  heart  of  your  business  beating  with  strength  and  efficiency.  Learn  how 
we'help  your  business  go  further,  faster.  Visit  netapp.com/heart. 


NetApp 

Go  further,  faster 


©  2008  NetApp.  All  iight?^e*ved.  Specifications  subject  to  change  without  notice.  NetApp  and  the  NetApp  logo  are  registered  trademarks  of  NetApp,  Inc.  in 
the  U.S.  and  other  countries.  All  other  brands  or  products  are  trademarks  or  registered  trademarks  of  their  respective  holders  and  should  be  treated  as  such. 


act  and  Comment 

r  Steve  Forbes,  Editor-in-Chief 
Vith  all  thy  getting  get  understanding!' 


Jimmy  Carter  Bush 


N  IT  BE  TRUE?  A  REPUBLICAN  PRESIDENT  REPUDIATING  THE 
ti-inflationary  legacy  of  Ronald  Reagan?  That  is  precisely  what 
orge  Bush  is  doing.  Not  deliberately,  of  course,  but  the  result  is 
;  same.  We're  in  for  the  most  serious  bout  of  inflation  since  the 
;sidency  of  Jimmy  Carter.  And  so  far  this  President  and  his 
icials  remain  oblivious  to  the  magnitude  of  what  they  are  inad- 
-tently  bringing  about. 

The  Treasury  Department  bureaucracy  has  long  believed  in  a 
ak  dollar  as  a  means  of  redressing  the  supposed  problems  of 
r  trade  imbalance.  These  bureaucrat-economists  ignore  copi- 
s  evidence  on  the  destructiveness  of  currency  devaluation, 
ibasing  your  money  may  increase  exports  and  reduce  imports, 
t  only  for  a  time.  Eventually  costs  rise,  thereby  reducing  corpo- 
e  profits.  Prices  are  readjusted. 

Easy  money  also  begets  domestic  economic  distortions. 
>mmercial  and  mortgage  brokers  behaved  recklessly  in 
35-06,  but  the  Feds  creation  of  excess  dollars  made  the  binge 

worse.  Civil  law  has  made  it  clear  that  bartenders  are  liable 
ien  they  continue  to  serve  inebriated  customers.  This,  in  effect, 


is  what  Alan  Greenspan  and  Ben  Bernanke  should  be  because 
they  kept  dishing  out  excess  money. 

The  surge  in  commodity  prices  is  already  having  enormous 
repercussions,  not  only  in  the  cost  of  products  and  services  but  also 
in  political  and  social  disruptions.  Iran  and  Venezuela  have  hun- 
dreds of  billions  of  dollars  in  windfalls  with  which  to  practice  their 
malignant  political  mischief.  Developing  countries  such  as  Mexico, 
Indonesia  and  Egypt  are  facing  dangerous  political  crises  as  rising 
food  costs  hammer  their  none-too-prosperous  populations.  Strains 
with  our  allies  are  growing  as  their  exporters  are  unfairly  punished. 

Here  in  the  U.S.  voter  anger  and  anxiety  will  only  grow. 
Expect  increased  labor  unrest  as  higher  prices  eat  away  at  the 
purchasing  power  of  paychecks. 

Only  after  the  massive  rejection  of  Republicans  in  the  2006 
congressional  elections  did  the  Bush  White  House  fundamentally 
alter  its  war  strategy  in  Iraq.  Perhaps  a  devastating  flight  from  the 
dollar — the  kind  that  precipitated  the  1987  stock  market  crash — 
is  needed  to  shake  the  White  House  out  of  its  damaging  weak- 
dollar  rut. 


Phony  Problem 


IE  REASON  THE  FED  IS  FEEDING  INFLATION  IS  THAT  IT  THINKS 
grappling  with  a  conundrum:  Inflation  is  rising,  and  the  econ- 
ly  is  weakening.  How  can  our  central  bank  stimulate  the 
)nomy  without  risking  even  more  inflation?  Rotten  ideas  never 
;m  to  die.  The  Fed's  notion 
it  it  must  choose  between 
jnomic  growth  and  inflation 
absolutely  false.  Experience 
s  repeatedly  shown  that  there 
10  tradeoff  between  inflation 
d  a  vigorous  economy.  We 
a  have  both  excellent  growth  and  a  stable  currency. 
A  couple  of  examples  among  many:  The  U.S.  in  the  1980s  had 
i  second-largest  economic  expansion  in  its  history,  yet  inflation 
immeted  from  13%  to  3%.  The  1990s  had  the  largest,  with  a 
lg,  energetic  period  of  growth  and  little  inflation.  Switzerland 


Rising  Inflation  Limits 
the  Fed  As  Growth  Lags 


repeatedly  demonstrates  that  you  can  have  the  best  of  both  worlds. 

The  Fed  finds  itself  with  an  inflation  crisis  because  of  its  own  blun- 
ders, namely  printing  too  much  money  in  2004-05  and  again  now. 
The  Fed  should  mop  up  the  excess  liquidity— success  with  this  would 

see  gold,  the  best  measure  of 
monetary  excess,  drop  from  $900- 
plus  an  ounce  to  less  than  $500. 

As  for  the  credit  crisis,  the 
problem  is  not  a  lack  of  liquidity 
but  fear.  And  that  fear  is  deep- 
ened by  the  plunging  dollar. 
And  instead  of  doling  out  useless  rebates,  Congress  should  make 
the  2003  tax  cuts  permanent  and  slash  the  business  profits  tax  from 
35%  to  25%  or  less.  That  would  get  this  economy  roaring  ahead. 

Alas,  both  the  Fed  and  Congress  aren't  capable,  at  least  for 
now,  of  doing  things  so  sensibly. 


-New  York  Times 


Preventable  Turmoil 


D  ANY  OF  OUR  DIPLOMATS  OR  THOSE  FROM  THE  EUROPEAN 
untries  seriously  consider  a  territorial  adjustment  of  Kosovo's 
>rders  before  the  former  autonomous  Serbian  province 
:clared  its  independence?  A  piece  of  Kosovo  is  a  Serbian 
clave  with  a  population  of  about  60,000,  nearly  all  Serbs.  It 


is  not  surprising  that  the  area  is  now  racked  by  violence. 
Extreme  Kosovar  nationalists  hope  to  drive  the  Serbs  out 
through  intimidation.  This  naturally  inflames  already  red-hot 
nationalist  sentiments  in  Serbia  and  puts  unbearable  pressure  on 
its  pro-Western  president,  Boris  Tadic,  to  aid  eager-to-fight 
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Fact  and  Comment 


Serbian  irregulars  in  Kosovo. 

The  sensible  thing  would  have  been 
to  carve  out  that  Serbian  territory  and 
cede  it  to  Belgrade.  (See  Ralph  Peters' 
excellent  Feb.  19  New  York  Post  column 
on  this  subject.)  That  would  have  been 
something  of  a  face-saver  for  Serbia  and 
its  Russian  patrons  when  Kosovo 
declared  independence.  The  Kosovars 
would  not  have  been  happy,  but  an  ugly 
source  of  conflict  with  their  angry  and 
much  larger  neighbor  would  have  been 


'Serb  enclaves 
in  Kosovo 


Montenegro 


Serbia 


Kosovo 


NPristina 

9 


Albania 


Macedonia 


avoided.  A  sullen  peace  would  likely  ha 
ensued.  Instead  we  have  deadly  conflk 
Perhaps  it  is  not  too  late  to  bring  abc 
such  a  change.  After  all,  NATO  has  tho 
sands  of  troops  in  Kosovo,  and  the  ex< 
sion  of  that  Serbian  enclave  could  be  do 
unilaterally.  (Serbs  living  in  other  parts 
Kosovo  could  move  there.)  Then  Koso 
and  Serbia  could  verbally  shake  their  fij 
at  each  other  while  both  go  about  t 
constructive  business  of  reforming  th 
economies  to  become  part  of  the  EU. 


Graceful  Giant  Gone 


WHEN  WILLIAM  F.  BUCKLEY  JR.  LAUNCHED  NATIONAL  REVIEW 
in  1955,  he  impishly  declared  that  it  "stands  athwart  history, 
yelling  Stop."  He  didn't  stop  history,  however;  he  made  it.  Few 
other  figures  have  had  the  impact  on  their 
times  that  Bill  Buckley  had  on  his.  Without 
him,  the  extraordinary  resurgence  and  refor- 
mation of  conservatism  in  American  political 
and  economic  life  that  culminated  in  the  pres- 
idency of  Ronald  Reagan  would  never  have 
come  to  pass.  The  U.S.  wouldn't  be  the  mighty 
and  vibrant  colossus  it  is  today  but  rather  a  pal- 
lid and  stagnant  version  of  western  Europe. 

Starting  with  his  1951  book,  God  and  Man 
at  Yale,  in  which  he  takes  his  alma  mater  to 
task  for  its  growing  hostility  to  religion  and 
capitalism,  Buckley  was  at  the  forefront  of  making  conservatism 
a  potent  and  dominating  force  in  American  life. 

National  Review  was  the  vehicle  for  nurturing  serious  con- 
servative writers  and  intellectuals  at  a  time  when  liberalism  was 
ascendant  and  conservatism  was  viewed  as  outdated,  xenophobic 
and  anti-Semitic.  Under  Buckleys  leadership  the  xenophobic  and 
anti-Semitic  elements  were  effectively  drummed  out  of  main- 
stream conservatism,  and  it  became  the  buoyant,  optimistic 


movement  personified  by  both  Buckley  and  Ronald  Reagan 

Buckley  also  embraced  the  medium  of  television.  His  sho 
Firing  Line,  vividly  demonstrated  the  mass  appeal  of  conservatis 
and  the  absurdities  of  liberalism.  The  progra 
lasted  33  years,  a  real-world  equivalent  of  centuri 
Buckley  was  an  extraordinarily  gifted  inc 
vidual  with  a  stupendous  wealth  of  knowledg 
He  was  a  brilliant  debater,  a  magnificent  essa 
ist,  an  excellent  novelist,  a  prolific  writer 
nonfiction,  a  first-rate  sailor  and  a  legendai 
wit.  One  of  my  favorite  Buckley  quips:  A  gue 
on  Firing  Line  in  the  mid-1960s  pointed  o 
that  Robert  Kennedy,  a  liberal  icon,  was 
Buckleyesque  conservative  as  a  young  man  ai 
then  turned  to  the  left  politically.  Withoi 
missing  a  beat,  Buckley  said,  "He  peaked  early"  Another:  Whe 
Buckley  was  running  for  mayor  of  New  York  City  in  1965,  he  w 
asked  what  he'd  do  if  he  won.  "Demand  a  recount,"  he  famous 
replied.  He  even  learned  to  play — and  mastered — the  harpsichon 
Of  course,  there  have  been  plenty  of  other  men  with  conside 
able  talents,  but  Buckley  focused  his  in  a  way  that  profoundly  chang 
the  world  for  the  better.  Bill  Buckley  will  live  in  memory  as  long 
liberty  lives — which,  thanks  to  him,  should  be  a  long  time  indee' 


Reading  Well  Is  Best  Revenge 


Stone  Cold — by  David  Baldacci  (Grand  Central  Publishing, 
$26.99).  Revenge  is  a  powerful  motivator,  and  as  a  dominant 
theme  here  it  makes  for  an  enthralling  thriller  as  Baldacci  seam- 
lessly weaves  in  several  plots.  The  book  revolves 
around  the  Camel  Club  and  its  head,  a  onetime  CIA 
assassin,  John  Carr,  alias  Oliver  Stone,  whom  most 
people  believe  to  be  dead.  The  handful  of  other  club 
members  are  skilled  and  adventuresome  middle- 
aged  eccentrics. 

Annabelle  Conroy,  an  honorary  club  member  as 
well  as  a  superb  con  artist,  has  stolen  $40  million 
from  a  psychopathic  casino  owner  because  years  ago 
he'd  killed  her  mother.  The  psychopath  brings  his 


lethally  warped  gifts  to  bear  in  hunting  Annabelle  down,  tortui 
ing  her  partner  in  the  scheme  to  the  point  of  being  brain-dea 
Enter  the  Camel  Club  to  help  out  Annabelle. 

At  the  same  time,  a  former  Navy  Seal  who 
doing  contract  work  with  Homeland  Security  and  th 
Pentagon  is  systematically  killing  retired  membe 
of  Oliver  Stone's  former  CIA  unit.  This  guy 
another  evil  genius  at  his  craft.  Enriching  this  mu 
derous  stew  is  a  former  CIA  director  who  has  h 
own  deep,  lethal  secrets,  as  well  as  a  U.S.  senato 
who  is  also  a  former  spook  and  wants  to  be  Presiden 
Reading  Baldacci  is  like  listening  to  a  flawlessl 
performed  symphony. 
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It's  your  retirement.  Don't  settle  for  less. 


The  Fidelity  IRA  is 
America's  *1  choice. 


Millions  of  people  across  America  trust  their  IRA  to  Fidelity.  It's  the  benefits  of  the  Fidelity  IRA  that  have  made  it 
Americas  choice.  There's  the  renowned  money  management  expertise  behind  each  Fidelity  fund.  Innovative  investment 
solutions  and  online  tools.  And,  of  course,  free  help  in  choosing  among  a  wide  array  of  investments,  including  funds 
from  other  companies.  We  want  to  help  make  sure  you  have  the  best  IRA  for  you  —  let's  get  started. 


The  Fidelity  IRA  Advantage 

Free  Investment  help.1  We  give  you  one-on-one  help  choosing  among  both  Fidelity  and 
non-Fidelity  funds. 

More  4-  and  5-star  funds.2  We  manage  more  highly  rated  no-load1  mutual  funds  than  any  other 
company  —  and,  of  course,  you  can  also  choose  stocks,  bonds,  and  CDs. 

No  IRA  account  fees.4  So  more  of  your  money  is  working  for  you. 

24/7  Service.5  Access  to  your  account  —  including  someone  to  talk  with  —  anytime. 

Rollover  Specialists.  Experts  who  make  it  easy  to  move  your  IRA  or  old  401  (k)s. 

Open  your  Fidelity  IRA  today. 

If  your  current  IRA  isn't  working  hard  enough,  choose  America's  #1  IRA  provider* 


Contribute. 

Jump-start  your  retirement 
savings  by  making  an  early  IRA 
contribution  this  year. 


Transfer. 

Simplify  your  life  by  bringing 
your  IRAs  together. 


Roll  over. 

Expand  your  investment  options 
by  rolling  over  an  old  401  (k) 
into  an  IRA. 


Call  1.800.823.0161  or  visit 
Fidelifry.com/IRAchoice 


if  ore  investing,  consider  the  fund's  investment  objectives,  risks,  charges,  and  expenses.  Contact  Fidelity  for 
orospectus  containing  this  information.  Read  it  carefully. 

lerulli  Associates,  The  Cerulli  Edge™ —  Retirement  Edition,  Fourth  Quarter  2007.  Based  on  an  industry  survey  of  firms  reporting 
Potal  IRA  Assets  Administered  for  Q2  2007. 

juidance  is  provided  by  Fidelity  Representatives  through  the  use  of  Fidelity's  suite  of  guidance  tools.  These  tools  are  educational  tools 
and  not  intended  to  serve  as  the  primary  or  sole  basis  for  your  investment  or  tax-planning  decisions. 
<^s  of  12/31/2007,  88  out  of  159  funds  rated  4  or  5  stars  by  Momingstar. 

Dther  fees  and  expenses  applicable  to  continued  investment  are  described  in  the  fund's  current  prospectus. 

-und  expenses,  brokerage  commissions,  and  SIMPLE  IRA  fees  still  apply.  Depending  on  your  situation,  low-balance,  short-term  trading, 
and  account  closing  fees  may  apply. 

System  availability  and  response  time  may  be  subject  to  market  conditions. 

lelity  Brokerage  Services,  Member  NYSE,  SIPC  486413 


Other  Comments 


The  quality  of  our  expectations  determines  the  quality  of  our  action. 

— ANDRE  GODIN 


Nothing  Gained  Supporters  of  the  stimulus  only  con- 
sider its  "seen"  effects.  If  government  takes  or  borrows  money  from 
Mr.  Jones  and  gives  it  to  Mr.  Smith,  Mr.  Smiths  spending  will  be 
visible  for  all  to  see.  Not  so  visible  is  the  "unseen"  effect:  What  Mr. 
Jones  would  have  done  with  the  money  but  didn't  because  it  was 
transferred  to  Mr.  Smith.  Economists  call  this  the  "broken  window 
fallacy."  In  the  19th  century,  French  economist  Frederic  Bastiat 
illustrated  it  with  the  story  of  a  boy  who  breaks  a  shop  window.  At 
first  the  townspeople  lament  the  loss,  but  then  someone  points  out 
that  the  shopkeeper  will  have  to  spend  money  to  replace  the  win- 
dow. What  the  window  maker  earns,  he  will  soon  spend  elsewhere. 
As  that  money  circulates  through  town,  new  prosperity  will  bloom. 

The  fallacy,  of  course,  is  that  if  the  window  had  not  been  bro- 
ken, the  shopkeeper  would  have  "replaced  his  worn-out  shoes  . . . 
or  added  another  book  to  his  library."  The  town  gains  nothing  from 
the  broken  window.  This  logic  is  lost  on  the  stimulus  promoters. 

— JOHN  STOSSEL,  New  York  Sun 

Competition.  Freedom.  Innovation.  The 

best  health  reform  proposals  will  be  those  that  recognize  and  build 
on  the  virtues  of  our  market-based  medical  system.  Sick  people 
around  the  world  come  here  because  they  cant  get  quality  care  in 
their  home  countries.  Many  health  care  professionals  come  here 
to  practice,  leaving  behind  well  -  meaning  health  care  systems  where 
government  is  in  charge,  bureaucrats  make  the  decisions,  and  where 
the  patient  doesn't  have  the  choice  he  or  she  does  in  the  U.S. 

Mrs.  Clinton  may  think  Americans  want  to  trade  freedom 
and  innovation  for  the  illusory  security  of  government  regulation 
and  surrender  control  of  their  health  decisions  to  government 
bureaucrats.  My  bet  is  2008  will  teach  us  something  different  if 
Republicans  make  health  care  a  centerpiece  issue.  The  waiting 
lines  and  poor  care  that  cause  people  from  other  countries  to 
come  here  for  treatment  are  not  the  answer. 

—KARL  ROVE,  Wall  Street  Journal 


"Do  you  want  a  dollar  of  this  transaction 
to  go  to  the  presidential  election  fund?" 


Room  to  Breathe  To  keep  that  area  of  choice  as  large 
as  possible  is  the  real  function  of  freedom. 

— G.K.  CHESTERTON 

L0USy  Legacy  The  wretched  borders  Europe's  empires 
left  behind  did  two  fundamental  things:  1)  forced  historical 
antagonists  together,  and  2)  divided  populations  who  felt  an 
ethnic  or  religious  kinship.  Sometimes  the  borders  were  drawn 
in  ignorance  of  local  conditions — but  they  were  often  structured 
purposely  to  aid  divide-and-rule  policies.  Such  borders  cannot, 
will  not  and  should  not  stand.  We  can  slow  the  process — at  great 
cost — but  we  can't  stop  it. 

How  long  will  the  United  States  continue  bleeding  to  pre- 
serve the  most-destructive  legacies  of  Europe's  empires?  When 
will  we  stop  confusing  short-term  quiet  with  long-term  peace? 
The  Kosovar- Albanian  victory  celebrations  continue,  while 
Kosovo's  minority  Serbs  wonder  what  to  do  next.  They  know 
that,  for  all  the  EU's  promises  and  the  rhetoric  of  Kosovo's  lead- 
ers, the  knives  are  out  for  them.  Free  Kosovo?  You  bet.  But  fair- 
ness for  its  Serb  population,  too,  please.  Bad  borders  mean  blood. 

—RALPH  PETERS,  New  York  Post 

Go  Figure  The  difference  between  her  and  Barack  Obama 
is  "about  35  years  of  experience." — Hillary  Rodham  Clinton, 
Feb.  13,  in  Robstown,  Tex. 

The  New  York  senator  often  boasts  about  her  long  resume  and 
has  used  the  phrase  "35  years"  in  at  least  55  speeches,  debates  and 
interviews  since  2004,  according  to  a  public  statements  database 
maintained  by  the  nonpartisan  Project  Vote  Smart.  That  time  frame 
accurately  reflects  her  career  in  public  service  and  policy  making 
dating  to  1973,  when  she  went  to  work  for  the  Children's  Defense 
Fund.  But  her  math  is  way  off  when  she  compares  her  own  expe- 
rience with  that  of  her  Democratic  rival.  Quite  simply,  she  has  failed 
to  include  Obama's  experience  in  her  calculation.  He  has  spent  three 
years  as  a  community  organizer;  four  years  as  a  full-time  attorney 
handling  voting  rights,  employment  and  housing  cases;  eight  years 
representing  Chicago  in  the  state  Senate;  and  three  years  represent- 
ing Illinois  in  the  US.  Senate.  That's  a  total  of  18  years  in  public 
policy  matters — and  Obama  is  14  years  younger  than  Clinton. 

— CQ  Weekly 

Standard-bearer  [Bill  Buckley's]  long-running  televi- 
sion show,  Firing  Line,  was  a  model  for  what  political  talk  shows 
should  be  today.  Unlike  many  current  talk  show  hosts,  Buckley 
rarely  raised  his  voice.  Instead,  he  had  deep,  occasionally  heated, 
but  civil  discussions.  His  pointed  grilling  scared  away  more  than 
a  few  politicians.  Asked  why  Attorney  General  Robert  Kennedy 
rejected  several  invitations  to  be  on  the  show,  Buckley  quipped: 
"Why  does  baloney  reject  the  grinder?" 

—EDWIN  FEULNER,  president,  Heritage  Foundation  F 
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Current  Events 


By  Ernesto  Zedillo,  former  President  of  Mexico 
Director,  Yale  Center  for  the  Study  of  Globalization 


Carbon  Prices,  Not  Quotas 


f  you  accept  the  scientific  consensus  on  climate  change 
hen  you'll  also  grant  that  this  phenomenon  must  be  mitigated  in 
)rder  to  avoid  substantial  costs  and  even  major  calamities  in  the 
uture.  Global  emissions  of  greenhouse  gases,  particularly  carbon 
lioxide,  must  be  reduced — an  objective  that  cannot  be  accomplished 
vithout  an  international  agreement  among  countries  to  sufficientiy 
imit  their  individual  emissions.  But  coordinated  collective  action 
s  extremely  hard  to  achieve,  particularly  regarding  climate  change. 

Countries  don't  like  to  give  up  their  sovereignty  when  deter- 
nining  policies  that  affect  their  citizens.  Each  is  also  tempted  to 
ree  ride  on  the  others'  efforts,  and  they  all  have  different  priori- 
ies,  depending  on  their  respective  levels  of  development  and 
ocial  values.  Furthermore,  dealing  with  climate  change  entails  un- 
>recedented  uncertainties  in  both  costs  and  benefits.  The  benefits — 
voiding  something  bad  in  the  distant  future — have  a  much  longer 
lelivery  time  than  in  any  previous  international  undertaking.  Typ- 
cally,  countries  come  together  to  do  something  in  their  collective 
nterest  when  the  immediate  cost  of  failing  to  act  is  blatantly 
ivident:  the  creation  of  the  United  Nations  at  the  end  of  the  mon- 
trous  Second  World  War;  the  General  Agreement  on  Tariffs  & 
Trade  (GATT)  after  the  regression  into  impoverishing  protection- 
sm  during  the  1930s;  the  International  Monetary  Fund  following 
'ears  of  international  monetary  chaos;  as  well  as  the  successes  in 
>reventing  pandemics  and  even  eradicating  diseases  such  as  small- 
>ox  that  for  centuries  were  scourges  upon  humanity.  Inconveniently 
he  case  for  collective  action  to  mitigate  climate  change  cannot  be 
>uilt,  for  the  time  being,  on  the  same  kind  of  manifest  basis. 

leal  Dilemmas 

overnments  will  have  to  grapple  with  tough  choices  under  any 
global  emissions  policy  strategy.  We  can't  escape  the  fact  that  some- 
>ody  somewhere — and  soon — will  need  to  start  paying  the  price 
"or  such  a  policy.  It's  not  useful  or  fair  to  represent  mitigation  as  a 
osdess  endeavor  or — as  some  have  claimed — as  "good  business." 
t  can  certainly  be  good  business  for  some  but  hardly  for  all.  The 
eality  is  that  a  sacrifice  of  some  sort  will  have  to  be  incurred  by  the 
)resent  generation  for  the  sake  of  people  who  will  exist  many  years 
rom  now,  in  richer  societies  than  ours  and,  most  probably,  in  coun- 
ries  not  our  own.  The  ethical  question  is  not  only  about  compar- 
ng  the  well-being  of  future  generations  relative  to  ours  but  also  about 
:omparing  the  well-being  of  richer  and  poorer  societies,  today  and 
n  the  future.  Not  surprisingly,  the  proposition  that  todays  relatively 
poorer  generations  should  help  richer  future  generations  to  live  bet- 
er  is  particularly  hard  to  sell  to  citizens  of  developing  countries. 


And  yet — if  only  to  insure  against  catastrophic  global  climate 
change  that  could  irreversibly  damage  the  world's  human,  natural 
and  physical  capital — an  effective  global  agreement  on  mitigation 
must  be  achieved  and  put  into  force  by  the  time  the  Kyoto  Proto- 
col's implementation  period  ends  in  2012. 

To  be  genuinely  useful  any  post- Kyoto  agreement  must  meet 
many  conditions.  First  and  foremost,  it  will  have  to  achieve  uni- 
versal long-term  participation,  with  binding  obligations  for  all 
countries.  If  some  countries  remained  outside  the  regime  or  were 
exempted  from  obligations  there  would  be  a  leakage  effect;  e.g., 
industries  in  countries  with  emissions  reductions  would  migrate 
to  those  without  them.  This  would  give  rise  to  calls  for  the  impo- 
sition of  tariffs  on  carbon-intensive  imports,  as  is  already 
happening  in  the  EU.  Universal  participation  is  critical  to  avoid 
having  the  environment  used  as  an  excuse  for  protectionism. 
Putting  trade  restrictions  on  carbon-intensive  imports  would 
lead  to  trade  wars  that  would  prove  counterproductive  to 
economic  growth  and  the  environment  itself. 

The  new  agreement  must  also  provide  clear  and  predictable 
market  signals  that  will  encourage  the  generation  and  deploy- 
ment of  new  cost-effective  energy  technologies.  It  must  have  low 
transaction  costs,  avoid  significant  income  transfers  among 
countries,  be  practically  invulnerable  to  fraud  and  corruption 
and  lend  itself  to  easy  verification  of  compliance. 

Frankly,  a  Kyoto-type  framework — one  with  global  quantita- 
tive emissions  targets  allocated  among  countries — that  meets  the 
above  conditions  is  not  feasible.  The  only  approach  that  will  ful- 
fill the  conditions  and  relieve  countries'  apprehensions  regarding 
sovereignty  and  free  riding  is  one  in  which  all  countries  agree  to 
penalize  their  carbon  emissions  in  such  a  way  that,  over  time,  an 
internationally  harmonized  carbon  price  prevails.  Consequently, 
the  negotiation's  focus  would  not  be  on  emissions  quotas  but  on 
the  harmonized  carbon-price  trajectory. 

Of  course,  carbon  taxes  (on  burning  fossil  fuels)  would  pro- 
vide the  easiest  way  for  countries  to  comply  with  the  system,  and 
each  country  could  then  decide  what  to  do  with  the  tax  revenue. 
Some  might  make  their  carbon  tax  revenue-neutral  by  reducing 
other  taxes.  The  regime  would  allow  countries  (or  associations  of 
countries  such  as  the  EU)  to  comply  with  the  internationally 
agreed-upon  carbon  price  by  means  of  their  own  national  cap-and- 
trade  systems.  It  would  also  let  poor  countries  move  toward  the 
agreed  trajectory  of  carbon  prices  more  slowly  than  rich  countries. 

If  you're  worried  about  climate  change  but  don't  like  carbon 
taxes,  think  about  the  messy  or  even  impossible  alternatives!  F 
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Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  David  Malpass,  chief  economist,  Bear, 
Stearns  &  Co.  Inc.;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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RELAX!  WE'VE  MADE  WEB  MEETINGS  EASY 

When  you  need  to  get  your  team  together,  you  shouldn't  have  to  run  around  downloading  applications 
and  figuring  out  which  call-in  line  is  available.  You  should  be  able  to  get  a  meeting  up  and  running  and 
then  share,  chat,  whiteboard,  question,  discuss-even  see  each  other  over  your  web  cams-all  without 
breakingasweat.That'swhythere'slNTERCALLWEBMEETING,thesimPlestwaytorunmeetingsonline. 
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The  Best  Definition  of  a  Magazine 

as  William  F.  Buckley  Jr.  taught  us,  "is  to  be  a  trusted  friend  who  arrives  in  the  mail."  We  hope  FORBES  fulfills  the  great  man's  advice. 

Stagflation's  Supply-Side  Cure 


OT  A  WEEK  GOES  BY  WITHOUT  MORE  CLUES  THAT  POINT  TO 
agflation,  not  recession,  as  the  perp  behind  our  economic 
lalaise.  Employment  is  too  robust  for  recession.  The  stock  mar- 
jst  is  up,  though  slightly,  from  its  Jan.  22  low  this  year.  Every 
Dmmercial  flight  I've  taken  has  been  oversold. 
These  are  good  reasons  to  doubt  the  recession  story. 
Inflation  is  quite  another  matter.  Evidence  for  that  is  piling 
p  fast.  Oil  went  over  $100  a  barrel  in  January.  Gold  may  soon 
ap  $1,000  an  ounce.  Brian  Wesbury,  chief  economist  at  First 
rust  Advisors,  says  inflation  grew  6.8%  (at  an  annual  rate)  over 
le  last  three  months.  Wheat  futures  recently  jumped  25%  in  one 
ay!  Look  for  food  prices  to  follow. 

When  does  inflation  become  stagflation?  If  there's  a  technical 
riswer,  I'm  not  aware  of  it.  So  let  me  propose  one:  Stagflation  is 
resent  when  gas  and  grocery  prices  are  rising  faster  than  your  pay- 
heck  is — and  in  an  economy  that  is  strong  enough  to  employ  you 
ut  not  strong  enough  that  you  feel  emboldened  to  ask  for  a  raise. 

Stagflation  has  three  cures,  two  of  which  will  put  the  patient 
[at  on  her  back  until  the  severe  pain  passes  and  the  cure  takes 
'ffect.  Economists  like  to  call  this  a  J  curve — to  get  better,  one 
iiust  first  get  worse.  You'd  be  correct  to  dismiss  the  J  curve  as 
nnecessary.  There  needn't  be  any  pain  at  all  if  the  magical  third 
lire  is  administered  at  the  same  time. 

lures  one  and  two — the  ones  you  always  hear  about — have  to 
o  with  a  tightening  of  money  supply  and  credit.  These  are  mon- 
tary  levers  that  only  the  Federal  Reserve  can  toy  around  with. 
Yhen  gold  has  gone  from  $250  an  ounce  to  $950  during  this 
ecade  without  any  significant  change  in  the  gold  supply,  then 
re  can  assume  that  too  much  money/too  easy  credit  is  chasing 
apply  and  driving  up  prices.  That's  classic  monetary  inflation, 
his  should  be  a  clear  signal  to  the  Fed  to  jiggle  the  levers:  With- 
raw  a  bit  of  money  and  raise  interest  rates.  The  problem  is  that 
asty  J  curve.  If  the  Fed  withdraws  money  and  tightens  credit,  it 
isks  damaging  an  economy  that's  already  soft, 
lure  three — which  most  politicians  don't  like  to  talk  about — is 
seal.  It  is,  of  course,  a  tax  cut.  The  most  effective  tax  cuts  are 
lose  that  encourage  investment  and  production — the  supply 
ide  of  the  economy.  These  tax  cuts  would  be  on  individual  and 
orporate  income,  capital  gains  and  dividends.  Such  cuts  would 
ft  spirits  immediately  and  the  economy  soon  after.  They  would 
revent  the  two  monetary  cures  from  inflicting  that  bad  old 


J  curve-induced  bleeding  of  the  patient  to  the  point  of  death. 

Of  course — and  sadly — the  case  for  tax  cuts  is  difficult  to 
make  in  this  season  of  economic  populism.  Some  don't  like  them 
because  they  think,  27  years  into  the  Reagan  Revolution,  that 
we've  had  enough  tax  cuts  already  Or  that  tax  cuts  cripple  the 
effectiveness  of  government.  Or  that  they  exacerbate  the 
rich/poor  divide.  Just  tune  into  any  Obama-Clinton  debate  and 
you'll  get  the  whole  litany  about  why  supply-side  taxes  must  go 
up,  not  down. 

Conservatives  generally  avoid  the  class-warfare  talk,  but  they 
do  fall  into  two  other  traps  about  supply-side  tax  cuts. 
Trap  one:  Tax  cuts  add  to  the  federal  deficit.  There  is  no  evidence 
of  this.  The  evidence  is  either  neutral  or  points  the  other  way. 
Government  tax  receipts  after  supply-side  cuts  have  been  enacted 
generally  go  up,  not  down. 

Runaway  government  spending— a  black  mark  on  President 
Bush's  Administration — is  its  own  problem.  It  is  caused  by  an 
earmark-addicted  Congress  and  enabled  by  a  poll-driven  Presi- 
dent. The  deficit  is  not  caused  by  tax  cuts. 
Trap  two:  Tax  cuts  themselves  produce  inflation.  Many  economists 
believe  this,  including,  apparendy,  Fed  Chairman  Ben  Bernanke. 
Their  logic  is  that  tax  cuts  do  work,  but  they  stimulate  an  economy 
to  the  point  of  inflation.  Again,  there  is  no  evidence  of  this. 

Actually,  it's  quite  the  opposite.  Think  about  it.  What's  the 
effect  of  supply- side  tax  cuts?  As  Steve  Forbes  likes  to  say,  when 
you  reduce  the  tax  burden  on  a  thing,  you  tend  to  get  more  of  that 
thing.  Reduce  taxes  on  production  and  you  get  more  production. 
More  production  means  that  more  goods  and  services  must  com- 
pete for  your  dollars.  That's  how  prices  go  down,  not  up.  This  is 
not  hard  to  figure  out!  It  is  simple  supply  and  demand.  If  you  want 
prices  to  go  down,  increase  supply.  Incentivize  the  suppliers. 

The  only  way  out  of  the  2008  stagflation  trap  is  to  administer 
both  monetary  and  fiscal  cures.  On  the  monetary  side,  the  Fed 
can  withdraw  a  bit  of  money  and  tighten  credit,  which  it  is  going 
to  have  to  do  sooner  or  later.  On  the  fiscal  side,  Congress  and  the 
President  can  lower  supply-side  taxes. 

If  we  leave  it  up  to  the  Fed  alone,  we'll  get  only  more  pain 
with  no  gain.  F 
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http://blogs.forbes.com/digitalrules  or  e-mail  him 
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Total  Fiction,  of  Course 

John  Grisham's  new  novel,  The  Appeal,  concerns  New 
York  tycoon  Carl  Trudeau's  effort  to  improve  his  310th 
ranking  (net  worth:  $2  billion)  on  The  Forbes  400  by 
rigging  a  judicial  election  and  shafting  his  shareholders. 
One  scene  describes  a  social  encounter  with  number  228: 
"Each  man  knew  exactly  where  the  other  fit  on  the 
roster.  Numbers  87  and  141  were  also  in  the  crowd,  along 
with  a  host  of  unranked  contenders."  Trudeau,  "destined 
to  move  up  The  Forbes  400  list,"  eventually  hits  $3  billion 
but  aims  to  double  that.  —  W.P.B. 


Informer 


Taxing:  Eliot  Spitzer. 


INFORMER@FORBES.COM 

Taxes  Will  Do  That 

Ronald  A.  Protas,  the  Martha  Gra- 
ham confidant  who  lost  a  court  bat- 
tle over  ownership  of  her  seminal 
dance  works,  believes  New  York 
Governor  Eliot  Spitzer  sicced  the 
Internal  Revenue  Service  on  him.  In 
a  U.S.  Tax  Court  lawsuit  fighting  a 
$1.3  million  tax  bill,  Protas  claims  a 
"trusted"  employee  stole  documents 
that  ended  up  in  Spitzer's  hands 
when  he  was  attorney  general  and 
siding  with  the  nonprofit  group  that 
won  the  dance  case.  The  suit  alleges 
"upon  information  and  belief"  the 
AG's  office  contacted  the  IRS,  trigger- 
ing the  audit.  Protas  lawyer  Bernard  Wishnia  admits  he  can't 
prove  the  AG's  office  gave  the  papers  to  the  IRS,  which  wouldn't 
have  been  illegal,  anyway.  No  comment  from  the  IRS,  Spitzer 
and  the  AG's  office.  The  Democratic  Spitzer  has  a  rep  for 
hardball;  he  denies  allegations  he  smeared  a  Republican  foe. 
Graham  died  of  natural  causes  in  1991  at  age  97.  Protas'  IRS  bill 
covers  1996-2002,  including  three  years  in  which  he  filed  no 
return.  Protas  says  his  money  came  from  a  loan,  not  unreported 
royalties;  he  owes  no  taxes;  and  back  then  he  "suffered  from 
severe  depression."  — Janet  Novack 

From  What  to  What? 

The  latest  balance  sheet  of  two-year-old  Language  Enterprises 
Corp.  lists  just  $325  in  stockholder  equity.  Yet  in  barely  two 
months  shares  of  the  Manhattan  Beach,  Calif,  company  have  risen 
15,000%  to  a  recent  $1.50,  producing  a  $150  million  market  cap. 
The  firm  says  it  provides  document  translation  services  for  oil  and 
gas  firms.  The  Web  site  lays  out  an  ambitious  plan  to  be  "the 
world's  leading  translation  broker."  But  cheaply:  Recent  filings  not- 
ing the  lack  of  revenue  say  the  yearly  marketing  budget  is  only 
$5,000.  Chartered  in  Nevada,  the  firm  first  set  up  office  in  British 
Columbia.  It  just  moved  to  California  as  control  was  obtained  by 
ex-hedge  fund  manager  Paul  C.  Kirkitelos.  He's  chief  executive  and 


president— and  also  chief  financial  officer,  secretary,  treasurer,  si 
director  and  lone  employee.  Cagey  on  the  telephone,  Kirkitei 
says  only,  "We're  in  transition."  —  William  P.  Ban 


Good  Lawyering 


In  November  Ralph  Cioffi  left  Bear  Stearns,  shortly  after  t 
collapse  of  two  hedge  funds  he  managed  cost  investors  upwards 
$1  billion  in  subprime  loan  losses.  After  a  licensed  profession 
departs,  securities  firms  must  file  with  regulators  a  form  call 
a  U5  that  lists  the  reason  why.  That  figured  to  be  tricky  he 
Blaming  Cioffi  might  trigger  a  defamation  suit  by  him  against  t 
brokerage,  while  accepting  blame  by  the  firm  could  increa 
the  firm's  exposure  in  pending  litigation  by  wiped-out  investo 
So  what  sayeth  Bear  in  Cioffi's  just  filed  U5?  "Permitted  to  resig 
by  "mutual  agreement."        — Asher  Hawkins  and  Neil  Weinh 

Is  Claude  Rains  a  Medill  Professor 

Professors  at  Northwestern  University's  prestigious  Medill  Schcl 
of  Journalism  have  blasted  new  Dean  John  Lavine's  ethics  siral 
reports,  denied  by  higher-ups  and  by  him,  that  gushy  studel 
quotes  were  faked  in  alumni  mailings.  But  why  all  the  professio 
of  shock?  In  2002  Northwestern  let  publicist  Mary  Lou  Soil 
(Medill  '91)  keep  an  alumni  Merit  Award  even  after  Ebay  adm: 
ted  she'd  fabricated  the  now  famous  story  the  Internet  auctic 
firm  was  started  so  the  founders  fiancee  could  trade  Pez  canol 
dispensers.  Song  remains  on  Medill's  Board  of  Advisers,  and  tH 
school's  Web  site  now  even  lauds  her  Ebay  work.  — Dirk  Smih\ 
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Put  Those  Dogs  Next  to  the  Gold 


Government  efforts  to  seize  more  ill-gotten  assets  have  produced  rather  varied  acquisitions. — Beth  Lattin 
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STATED  REASON 


Bayou  Hedge  Funds  |  New  York,  N.Y. 


$100  million  of  financial  assets 


proceeds  from  big  fraud 


Medley  Hardwoods  |  Medley,  Fla. 


39  cubic  yards  of  bigleaf  mahogany    illegal  import  from  Ecuador 


Kouyate  Saoud  |  Tucson,  Ariz. 


5  pounds  of  diamonds  worth  $240,000  hidden  Zimbabwe  origins 


Richard  M.  Rosenbaum  |  Longwood,  Fla.    $5  million  of  liquid  assets 


business  employing  illegal  aliens 


Angelo  (Nino)  Rovelli  |  Rome,  Italy 


$110  million  in  institutional  accounts  money  to  bribe  Italian  judges 


Mary  Shipp  |  Savannah,  Ga. 


690  South  African  gold  Krugerrands    imported  without  being  declared 


Michael  Vick  |  Surry  County,  Va. 


pit  bulls  (at  right,  one  of  them) 


use  in  illegal  dog  fighting 
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On  My  Mind  

By  Richard  A.  Epstein,  professor  of  law  at  the  Universe  y  of  Q  hcago,  senior  fellow,  Hoover  Institution,  an 

author,  Supreme  Neglect,  how  to  revive  constitutional  protection  for  Private  Property  (Oxford  University  Press,  $M 

The  Taking  of  Port  Chester 

This  is  America.  People  can't  just  snatch  your  property,  can  they?  They  can 

if  the  Supreme  Court  lets  them. 


HAMLET  CONDEMNED  "THE  LAW'S 
delay."  He  might  have  had  second 
thoughts  had  he  lived  today  in  the 
Village  of  Port  Chester,  northeast 
of  New  York  City.  There  the  sharp- 
elbowed  world  of  real  estate  devel- 
opment shows  why  moving  too 
fast  can  be  just  as  dangerous  as 
moving  too  slowly. 

In  1999  Port  Chester  estab- 
lished a  redevelopment  area,  in 
which  new  projects  could  be  built 
only  after  getting  approval  from  a 
village-designated  private  individ- 
ual, Gregory  Wasser,  to  whom  the 
municipality  inexplicably  delegated 
its  regulatory  authority.  In  2003  two 
owners  of  a  plot  within  the  redevel- 
opment zone,  Bart  Didden  and 
Domenick  Bologna,  asked  Wasser 
for  permission  to  build  a  CVS  phar- 
macy. According  to  Didden  and 
Bologna,  Wasser  responded:  Either 
pay  me  $800,000  to  build,  give  me  a 
piece  of  the  action,  or  I'll  have  the 

village  take  the  property.  The  day  after  they  spurned  the  offer,  Port 
Chester  did  indeed  start  the  takings  process.  Wasser  then 
arranged  for  Walgreen  to  develop  the  site. 

This  little  episode  represents  a  sorry  example  of  what  political 
actors  can  legally  do  with  unchecked  condemnation  power.  Why, 
one  might  ask,  wasn't  Wasser's  land  grab  an  unconstitutional  tak- 
ing for  private  purposes?  (Didden  sees  it  as  extortion;  Wasser 
defends  his  actions  as  promoting  urban  renewal.)  This  constitu- 
tional question  of  when  takings  are  "for  public  use"  has  been 
front  and  center  since  the  Supreme  Court's  2005  decision  in  Kelo 
v.  City  of  New  London,  which  allowed  the  city  to  take  private 
homes  for  private  development. 

Didden  and  Bologna  lost  a  federal  case  to  block  the  taking. 
The  Supreme  Court,  duly  burned  by  the  public  backlash  against 
its  decision  in  Kelo,  refused  to  hear  the  case.  Of  course,  Didden 
and  Bologna  are  entided  under  the  U.S.  Constitution  to  just  com- 
pensation for  the  property  taken  and  are  litigating  in  state  court 
over  the  amount.  How  much  will  they  get?  Here  lies  another 
open  wound  in  the  modern  takings  system. 

In  theory,  just  compensation  should  make  the  property  owner 


When  it  comes  to  real  estate, 
we  have  a  government  not 
of  laws  but  of  politicians. 


as  well  off  as  he  was  before  his  pro) 
erty  was  taken.  But  in  practice  th 
never  happens.  Didden  and  Bologi 
won't  get  any  compensation  for  tl 
work  they  did  to  put  together  the  O 
deal.  Nor  will  they  recover  their  leg; 
expert  or  appraisal  fees.  The  villag 
for  its  part,  has  paid  undisclosed  leg 
fees  to  fight  Didden.  It  has  also, ; 
far,  paid  Didden  and  Bologr 
$975,000  for  their  parcel.  Didde 
terms  that  a  "down  payment"  on  tl 
final  sum,  which  could  equal  or  ei 
ceed  the  property's  assessed  valuatic 
of  $1.6  million. 

It  takes  no  financial  wizards 
to  see  that  the  expenses  on  bot 
sides  of  this  high-priced  battle  ai 
a  social  waste  if  all  they  do 
replace  a  CVS  pharmacy  with 
Walgreens.  The  Port  Chester  sag 
reveals  the  institutional  flaw  c 
modern  takings  law.  Undue  jud 
cial  deference  creates  larg 
amounts  of  government  discretio 
that  in  turn  invites  self-interested  actors  to  game  the  system.  Cm 
rent  constitutional  law  subjects  most  development  rights  to  go\ 
ernment  vetoes,  which  invite  perpetual  intrigue  and  persona 
favoritism. 

Yet  our  Supreme  Court  remains  on  a  constitutional  holida 
Over  and  over  the  justices  blithely  assume  that  conscientious  plar 
ners  acting  in  good  faith  are  entided  to  ample  discretion  in  allocal 
ing  the  costs  and  benefits  of  our  social  life.  Sounds  great  on  pape 
but  the  sorry  saga  of  Port  Chester  shows  that  when  it  comes  to  re« 
estate,  we  have  a  government  not  of  laws  but  of  politicians.  In  mal 
ters  that  they  really  care  about,  like  race  and  free  speech,  judges  ar 
quite  capable  of  seeing  through  airy  abstractions  to  harsh  realitie: 
Why  can't  they  do  the  same  for  property  rights? 

This  plea  will  not  sound  out  of  place  to  those  who  recall  th 
our  Constitution  historically  rested  on  the  proposition  that  pri 
vate  property  was  the  guardian  of  every  other  right.  Having  lo 
that  vision,  we  can  count  on  more  Port  Chesters  in  our  future- 
more  official  abuses  of  the  states  eminent  domain  power.  I 

Additional  reporting  by  Asher  Hawkins. 
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E  A  GUEST  NOT  A 
PASSENGER.  WE  BELIEVE 
THE  WAY  YOU  FLY  IS 
JUST  AS  IMPORTANT 
AS  WHERE  YOU  FLY. 
IT'S  NOT  SIMPLY 
ABOUT  GETTING 
A  SEAT,  IT'S  ABOUT 
GETTING  SERVICE. 
NOT  JUST  FOOD 
BUT  A  MEAL.  NOT 
JUST  SOMETHING 
TO  WATCH  BUT 
SOMETHING  WORTH 
WATCHING.  IN  SHORT, 
IT'S  ABOUT  UPGRADING 
FLYING  FOR  EVERY 
PASSENGER  ON 
EVERY  PLANE.  NOW 
SAN  IDEA 
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MARCH  26,  2007 

The  Departed 

Eleven  billionaires  have  died  since  we 
published  our  2007  ranking  of  the 
worlds  richest.  In  order  of  net  worth: 

►  Helen  Walton,  $16.4  billion,  87. 
Husband,  Sam,  founded  Wal-Mart  and 
considered  her  one  of  his  closest 
business  advisers. 

►  Barbara  Cox  Anthony,  $12.6  billion,  84. 
Inherited  Cox  Communications  in 
1974  with  sister,  Anne  Cox  Chambers. 
The  media  giant  rakes  in  sales  of 
$12  billion. 

►  Anacleto  Angelini,  $6.0  billion,  93. 
Born  in  Italy,  immigrated  to  Chile. 
Started  with  an  investment  in  a  paint 
factory.  His  conglomerate,  Antarchile, 
includes  mining,  timber,  fishing. 

►  James  L.  Sorenson,  $4.5  billion,  86. 
Son  of  a  ditchdigger,  dyslexic,  invented 
medical  devices  including  disposable 
surgical  masks.  Left  his  fortune  to 
charity. 

►  Lim  Goh  Tong,  $4.2  billion,  90. 
Started  building  Asia's  first  casino  in 
Malaysia  43  years  ago.  Holdings 
include  energy  production  and  real 
estate. 

►  Nina  Wang,  $4.2  billion,  69.  Known 
for  her  pigtails,  high  heels,  colorful 
miniskirts.  Her  real  estate  fortune, 
inherited  from  her  husband,  now  at  the 
center  of  a  legal  battle  involving  a  char- 
ity, a  feng  shui  master,  the  Hong  Kong 
government  and  Wang's  father-in-law. 


Kenneth 
Hendricks 


►  Kenneth  Hendricks,  $3.5  billion,  66. 
Roofing  mogul  died  while  working  on 
his  garage  roof,  which  collapsed.  Son  of 
a  roofer,  high  school  dropout.  His 
building  supply  distributor,  ABC 
Supply,  has  sales  of  $3  billion. 

►  Jesus  de  Polanco,  $3.0  billion,  77. 
Founded  Spanish  media  empire  Grupo 
Prisa  in  1976.  Launched  the  daily  El 
Pais.  Owned  the  financial  paper  Cinco 
Dias,  movie  magazine  Cinemania  and  a 
stake  in  French  newspaper  Le  Monde. 


►  Leona  Helmsley.  $2.5  billion,  87. 
Wife  of  late  real  estate  baron  Harry 
Helmsley.  Served  18  months  in  jail  for 
tax  evasion;  paid  $8  million  fine.  Left 
her  dog  $12  million. 

►  James  Martin  Moran,  $2.4  billion,  88. 
Sold  cars  from  a  Chicago  gas  station  he 
bought  in  1939.  World's  largest  Ford 
dealer.  Later  ran  nation's  biggest 
privately  owned  Toyota  distributor,  in 
Florida. 

►  Bill  France.  $1.5  billion,  74.  Since 
1972  ran  Nascar,  which  he  inherited 
with  brother,  James,  when  his  father 
died  in  1992.  Stepped  down  from  the 
top  spot  in  2003.       —  Andrew  Farrell 


CKS 


85  YEARS  AGO  IN  FORBES  |  FEBRUARY  3, 1922 

HOW  tO  Get  Rich  The  only  way  to  make! 
money  in  the  stock  market  is  by  rendering 
service,  and  the  only  way  to  render  service  is 
to  store  up  money  when  it  is  plentiful  and 
use  it  only  when  it  is  scarce.  Then  you  can 
buy  when  everyone  else  wants  to  sell.  This 
means  that,  in  a  period  of  prosperity,  it  is 
better  to  buy  nothing  at  all,  but  let  your 
money  accumulate  until  it  is  needed.  Follow 
the  process  of  the  ice  man,  who  cuts  and 
stores  ice  in  the  winter  when  it  is  a  nuisance, 
knowing  that  before  the  year  is  over  people 
will  be  crying  for  it. 

25  YEARS  AGO  IN  FORBES  |  JANUARY  3, 1983 

Buffett  Strikes  Again  The  rich  get 

richer.  Or  maybe  we  should  say  the  smart 
get  richer.  Last  month  investment  genius 
Warren  Buffett's  two  principal  companies, 
Berkshire  Hathaway  and  Blue  Chip  Stamps, 
pocketed  a  nice  profit  of  around  $25  million 
from  the  sale  to  American  Brands  of 
600,000  shares  of  Pinkerton's,  the  security 
agency.  Buffett's  companies  paid  an  average 
price  of  $33  a  share;  American  Brands  paid 
$77.50  to  take  them  off  his  hands.  So 
Buffett  made  about  130%  on  his 
investment.  You  could  hardly  call  it  a  quick 
killing.  Buffett  held  the  shares  for  five  years. 
But  then  a  man  can  afford  to  be  patient 
when  he  knows  he's  bought  value. 

10  YEARS  AGO  IN  FORBES  |  MAY  18, 1998 

How  Gates  Gets  Rich  You  can 

explain  a  lot  about  Bill  Gates'  business 
philosophy  by  thinking  about  chaos  theory. 
It  helps  explain  why  Microsoft  dabbles  in  so 
many  different  businesses,  why — seemingly 
at  random — he  invests  $150  million  in  rival 
Apple  Computer,  starts  a  highbrow  political 
magazine.  Slate,  enters  into  news  partner- 
ships with  NBC  and  takes  dozens  of  small 
stakes  in  high-tech  investments  and  Web 
sites.  Does  Bill  Gates  want  to  own  the 
world?  More  likely  he  does  not  want 
some  butterfly  to  waft  bad  currents  in  his 
direction.  Massachusetts  Institute  of 
Technology  professor  Michael  Cusumano  is 
the  coauthor  of  Microsoft  Secrets,  a  1995 
book  detailing  Microsoft's  technology 
strategy.  He  explains  why  Gates  pursues  a 
seemingly  random  investment  pattern.  "In 
an  area  where  the  future  is  uncertain," 
Cusumano  says,  "they  throw  things  out 
there  and  let  the  market  decide." 
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The  Siemens  answer:  Efficient  energy  supply. 


Finding  answers  to  climate  change  is  one  of  the  greatest  challenges  of  the  21  st  century.  And  energy  efficiency 
plays  a  key  role.  Our  innovations  efficiently  generate,  transmit  and  distribute  the  power  we  need  while  drastically 
reducing  C02  emissions.  Sustainable  and  affordable  electricity- it's  good  for  the  environment  and  good  for  the 
people  who  depend  on  it  to  power  their  lives,  www.siemens.com/answers 


Answers  for  the  environment. 


SIEMENS 


neaQS 


Semper  Fidel? 


ONE  DAY  CASTRO  REALLY  WILL  BE  GONE,  AND  SO 
will  his  brother,  Raul,  and  the  whole  junta.  That  50- 
year-old  fantasy  of  flying  into  Havana  like  Sky  Mas- 
terson  and  getting  your  girlfriend  drunk  at  El  Cafe 
Cubano  won't  be  a  dream  anymore.  Yet  Cuba  is 
potentially  so  much  more  than  casinos  and  luxury  hotels,  cruise 
lines,  cigars  and  condos.  The  island  of  1 1  million  souls  is  an 
untapped  wilderness  of  human  capital. 

"Cuba  has  already  transitioned  to  a  knowledge-based  econ- 
omy," says  Johannes  Werner,  editor  of  Cuba  Trade  &  Investment 
News,  a  monthly  run  out  of  Tampa.  The  nation  has  the  leading 
high  school  enrollment  in  the  region  (86%  of  teens,  compared 
with  an  average  69%)  and  the  highest  literacy  rate  (99.8%,  says  the 
CIA).  Look  a  little  closer,  and  there  are  tantalizing  opportunities  for 
U.S.  investment  in  such  areas  as  biotech,  information  technologies 
and  basic  industries.  Someday. 

The  island  claims  to  have  10,000 
scientists — on  a  per  capita  par  with  China, 
Brazil  and  Mexico — 1,245  of  them  at  Havana's 
Center  for  Genetic  Engineering  &  Biotechnol- 
ogy, the  largest  of  the  nation's  53  biotech  labs. 
Over  the  last  decade  Cuba  has  thrown  $1  bil- 
lion into  this  fledgling  industry.  But  it  pays 
dividends,  as  it  were:  Last  year  pharmaceutical 
exports  ranked  fourth,  after  nickel,  sugar  and 
tobacco,  taking  in  $162  million.  Foreigners  are 

already  part  of  the  game.  GlaxoSmithkline  and   0ld'  but-incredibly-still  running 

Cuba  have  distributed  a  bacterial  meningitis  vaccine.  Heber  Biotec 
SA,  the  commercial  arm  of  the  biotech  center,  produces  interferons 
for  China,  while  Cimab  SA,  the  for-profit  outgrowth  of  Cuba's 
Center  for  Immunology,  has  partnered  with  India's  Biocon  Phar- 
maceuticals to  produce  anticancer  monoclonal  antibodies  in 
Bangalore.  There  are  thousands  of  doctors  serving  Venezuelans  in 
exchange  for  92,000  barrels  of  oil  a  day.  Imagine  bringing  a  frac- 
tion of  them  home  for  a  new  gig  in,  say,  surgical  tourism. 

On  the  computer  front  Cubans  have  been  very  enterprising.  While 
they  can't  readily  access  Microsoft  programs,  they've  designed  their 
own  e-office  suites,  and  a  few  brave  geeks  and  dissidents  have  found 
ways  to  link  to  the  Web  (mosdy  from  universities).  Thanks,  in  small 
part,  to  the  2002  launch  of  die  University  of  Informatics  Sciences, 
there  are  now  10,000  computer  science  students  working  inside  and 
out  of  Cuba  (mosdy  in  Mexico  and  Venezuela).  Once  a  joint  proj- 
ect with  Venezuela  is  completed  next  year,  Cuba's  slow  and  cosdy 
satellite  Internet  connections  will  be  dumped  in  favor  of  a  fiber-optic 
link  to  the  outside  world— which  could,  perhaps,  as  a  result,  force  a 
small  fissure  in  the  military  dictatorship.  Canada's  Sentai  Software 
Corp.  and  Indcom  Trading  outsourced  work  to  CubaSoft  Solutions, 
a  wing  of  the  Castro  government 

Down  the  road  there  could  also  be  opportunities  in  manufac- 
turing. Cubans  are  making  televisions  and  refrigerators  for  China's 


Haier.  They've  been  putting  their  exceller 
automotive  skills  to  use,  not  only  keeping  a 
those  1955  Chevys  running  on  their  crum 
bling  streets  but  also  making  vans  for  Brazil! 
Busscar.  A  deal  is  in  the  works  for  Cubans  tj 
start  assembling  buses  for  Yutong  Group  c 
Zhengzhou,  China. 

Now,  to  break  the  spell.  The  U.S.  won't  b 
lifting  the  embargo  anytime  soon.  The  nea 
President  may  liberalize  travel  to  Cuba  o 
allow  another  industry  or  two  to  qualify  fo 
legal  export,  as  food  companies  like  Archer  Daniels  Midland  hav 
done  since  2003.  Anything  else  is  too  politically  difficult. 

Raul  Castro  may  be  something  of  a  pragmatist,  but  he  wi 
never  steer  Cuba  toward  democratic  capitalism.  He  may  brin 
back  a  few  tiny  reforms  that  Fidel  introduced  in  the  mid- 1990; 
then  killed:  permitting  small  family  businesses  like  restaurants  an» 
basic  trades  and  allowing  the  use  of  the  dollar  in  special  circum 
stances.  No  one  knows  whether  Cuba  will  eventually  back  int 
capitalism  while  retaining  tight  political  control,  as  China  an< 
Vietnam  have  done,  or  suddenly  collapse  into  frightening  chaos 
Today  Cuba  is  a  tough  place  to  do  business.  The  regime  keep 
51%  equity  stakes  in  joint  ventures  with  foreign  companies,  ant 
the  lion's  share  of  profits.  Hiring  an  employee  is  an  exercise  ii 
nightmarish  bureaucracy  and  outright  thievery:  You  might  have  t< 
pay  $1,000  or  so  a  month  for  a  sales  rep  who  sees  only  half  tha 
sum.  The  average  annual  per  capita  income  for  Cubans  is  $4,500. 

Some  Cuba  watchers  believe  that  even  postembargo  the  bes 
bet  for  American  companies  is  to  avoid  investment  altogether.  "A 
much  lower  risk  strategy  will  be  to  recruit  in  Cuba  and  relocat 
the  personnel  to  the  U.S.  or  elsewhere,"  says  lose  Azel,  senio 
research  associate  at  the  Institute  for  Cuban  &  Cuban-Americai 
Studies  at  the  University  of  Miami.  Open  the  prison  gate  a  crack 
and  watch  a  flood  of  Cubans  head  north.  — Alex  Davidsoi 
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It's  not  just  the  flagship  of  a  company,  but  of  an  entire  industry. 


THE  2008  S-CLASS. 


While  we  don't  claim  to  predict  the  future,  we  can  tell 
you  with  some  degree  of  confidence  what  automakers 
will  be  doing  in  the  years  to  come.  We  say 
this  not  as  a  matter  of  mere  speculation,  but 
from  firsthand  experience. 

For  decades,  the  S-Class  Sedan  has 
been  the  platinum  standard  of  luxury, 
craftsmanship  and  engineering  innovation,  and  the 
inspiration  for  many  of  the  industry's  most  meaningful 
and  important  advancements. 

Yet  its  leadership  role  is  not  merely  a  product  of  its 
unequaled  technological  prowess.  Since  its  inception, 
the  car's  striking  presence  has  been  an  S-Class 
trademark.  The  current  model  is  a  perfect  example  - 
subtle  in  design  and  undeniably  commanding  in  scale. 


Yet  this  imposing  automobile  performs  with  agility  and 
grace  that  is  nothing  less  than  breathtaking. 

An  S  550  will  carry  its  occupants  in  luxury 
from  0  to  60  mph  in  just  5.4  seconds.*  (An 
AMG  variant  of  the  same  car  will  do  it  in  4.5 
seconds.)  And  on  the  German  autobahn, 
this  car  can  cruise  in  excess  of  135  mph.** 
The  sense  of  complete  serenity  at  these  speeds,  or  any 
speed,  is  yet  another  facet  of  its  flagship  character.  And 
the  one  which  other  makers  find  most  difficult  to  duplicate. 

As  the  2008  S-Class  rolls  out  of  the  factory  in 
Stuttgart,  it  will  undoubtedly  capture  the  hearts  of 
the  pundits.  World  governments,  sports  heroes  and 
business  moguls  will  make  their  purchases.  But  few  will 
pay  closer  attention  than  the  people  who  build  other  cars. 


THE  S-CLASS.  The  sedan  that  set  the  standard  for  advanced  automobile  engineering  and  continues  to  raise  it. 
  Unlike  any  other.   


Mercedes-Benz 

MBUSA.com 

ited  rates  of  acceleration  are  based  on  manufacturer's  track  results  and  may  vary  depending  on  model,  environmental  and  road  surface  conditions,  driving  style,  elevation  and  vehicle  load.  **  Please  always  drive 
tefully,  consistent  with  conditions  and  always  obey  local  speed  limits.  S550  shown  in  Black  paint.    For  more  information  on  Mercedes-Benz  products,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


I  Outfront 

OMAHA'S  OTHER  ORACLE 


What  Mortgage  Mess  . 

The  big  brokerage  firms  skewered  themselves  on  fancy  mortgage  derivatives. 
JOE  MOGLIA'S  TD  Ameritrade  sticks  to  stocks  and  bonds  |  By  Neil  Weinberg 


A YEAR  AGO  THE  GUYS  AT  TD 
Ameritrade  were  catching  a 
load  of  grief  on  Wall  Street. 
Analysts  took  them  to  task  for 
not  expanding  the  discount 
brokerage  into  red-hot  retail  markets  like 
mortgages  and  boat  loans.  Hedge  funds 
SAC  Capital  and  Jana  Partners  bought 
8%  of  the  firm  and  then  slammed  it  for 
squandering  a  chance  to  merge  with  rival 
E-Trade  Financial  Corp. 

These  days  its  the  chief  executive, 
Joseph  Moglia,  and  his  low-key  staff  who 
look  like  the  sly  ones.  As  E-Trade  struggles 
to  recover  from  a  near-death  brush  with  the 
mortgage  meltdown,  and  big  wirehouses 
oust  their  bosses  for  losing  billions,  TD 
Ameritrade  is  basking  in  the  glow  of  a  share 
price  up  14%  over  the  past  year. 

"We  haven't  had  to  dodge  any  bullets 
because  we  didn't  get  in  front  of  them  to 
begin  with,"  says  Moglia,  a  brusque  58- 
year-old  Bronx  native  with  an  unwavering 
faith  in  his  unadorned  game  plan. 

Ameritrade's  financial  results  would 
make  Goldman  Sachs  proud.  Revenue  (net 
of  interest  expense)  rose  20%  from  a  year 
earlier  in  the  December  quarter  to  $642 
million.  The  $357  million  pretax  net  gave 
TD  Ameritrade  an  industry-leading  profit 
margin  of  56%  and  a  return  on  equity  of  42%. 
The  company  has  a  solid  balance  sheet  with 
$1.5  billion  in  low-interest  debt  and  a  half- 
billion  dollars  in  cash,  which  could  come 
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in  handy  for  acquisitions — perhaps  even  of 
E-Trade's  brokerage  business.  Analysts  at 
Credit  Suisse  expect  Ameritrade  to  earn  $  1 .5 
billion  before  interest  and  taxes  this  year. 

Client  balances  recently  topped  $300 
billion,  thanks  in  part  to  $9  billion  in  inflows 
last  quarter.  That  included  $2  billion  the  firm 
lured  from  E-Trade  with  cheeky  ads  stating, 
"The  markets  may  be  volatile.  Your 
brokerage  doesn't  need  to  be." 

TD  Ameritrade  is  a  well-oiled 
machine  for  a  simple  reason:  Trad- 
ing is  a  game  of  scale  in  which  the 
company  is  now  the  online  leader, 
handling  346,000  transactions  a  day 
in  January.  Often  that  includes  pro- 
cessing 100  trades  a  minute  in  Apple 
Computer.  Once  Ameritrade  covers 
its  fixed  costs,  it  pays  only  pennies 
to  handle  additional  orders,  which 
bring  in  $12.84  each.  The  other,  fee- 
based  side  of  its  business  involves 
managing  long-term  investor  assets 
in  exchange-traded  funds,  mutual 
funds  and  money  market  accounts. 
This  lucrative  business  throws  in  58% 
of  revenues. 

Rather  than  launch  risky  or  far- 
flung  ventures,  management  has  used  its 
excess  cash  to  reward  shareholders  with  a  spe- 
cial $6  dividend  and  share  buybacks.  "We're 
not  willing  to  let  a  small  group  leverage  our 
balance  sheet  or  take  big  proprietary  risks  that 
can  blow  up  the  franchise,"  says  Moglia. 
"We're  happy  to  make  a  reasonable  spread." 

Moglia  and  his  staff  wear  their  midwest- 
ern  persona  as  a  source  of  pride  and  com- 
petitive advantage.  Their  headquarters  are  on 
the  outskirts  of  Omaha,  sandwiched  between 
a  nursery  and  a  Kellogg's  cereal  factory  that 
permeates  the  area  with  the  aroma  of  Cocoa 
Krispies.  A  few  miles  away  1,000  people  work 
at  a  call  center  in  a  former  Younkers  store 
inside  a  shuttered  mall.  At  $5  per  square  foot 
annually,  the  rent  is  one-sixth  of  what  such 
space  fetches  in  costlier  cities. 

The  name  of  the  company's  founder,  J. 
Joseph  Ricketts,  shows  up  in  this  issue  on  page 
156.  The  native  Nebraskan  founded 
Ameritrade  in  Omaha  in  1971  and  began 
offering  discount  trades  a  few  years  later  when 
commissions  were  deregulated.  He  launched 
online  trading  two  decades  later,  took  his  firm 
public  in  1997  and  built  a  national  name 
during  the  dot-com  boom  by  offering  cut 


rates,  bare-bones  service  and  Stuart,  a 
ponytailed  spokesman  who  taught  his  boss 
how  cool  it  was  to  trade  online. 

'  As  investors  fled  e-brokerages  amid  the 
tech  bust,  trading  volumes  evaporated,  along 
with  87%  of  Ameritrade's  market  value.  Rick- 
etts recruited  Moglia  in  early  2001,  at  a  time 
when  the  'company  was  losing  money  and 

Trading  Out  of  Trouble 

Swaths  of  the  financial  industry  have  been 
clobbered  by  bad  housing  debt.  Ameritrade 
has  steered  clear,  benefiting  investors. 


TD  Ameritrade 

_5&P  Financial  index 


Source:  IDGExshare  via 
FactSet  Research  Systems. 
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many  analysts  figured  it  would  go  the  way 
of  Etoys.  Moglia  had  grown  up  a  son  of  a 
shopkeeper  in  an  Italian  section  of  the 
Bronx  before  spending  16  years  coaching  col- 
lege football,  ending  his  career  as  Dartmouth's 
defensive  coordinator.  In  1984  he  joined  a 
Merrill  Lynch  training  program  (25  M.B.A.s 
and  one  coach),  became  the  most  success- 
ful rookie  salesman  in  the  firm's  history  and 
rose  to  run  its  investment  products,  insur- 
ance and  401(k)  businesses. 

At  Ameritrade  Moglia  began  by  cutting 
450  jobs  and  shutting  losing  operations  in 
Korea,  Germany  and  elsewhere.  He  also 
began  scavenging  the  bombed-out  landscape 
for  acquisitions  that  would  add  trading  vol- 
ume. The  first  big  one  came  four  months  after 
he  arrived,  when  Moglia  agreed  to  pay  $154 
million  in  stock  for  National  Discount  Bro- 
kers, an  outfit  Deutsche  Bank  had  paid  $823 
million  for  80%  of  eight  months  earlier. 

The  following  spring  he  won  a  bidding 
war  for  Datek,  raising  fears  that  hed  overpaid. 
As  the  stock  market  began  to  recover  later 
that  year,  however,  Datek's  software  for  ac- 
tive traders  began  to  garner  a  new  following 
with  its  streaming  data,  the  same  bleeps  and 


bongs  as  on  institutional  trading  screens  anl 
best-execution  order-routing  software. 

After  spurning  a  hostile  bid  from  E-Tradl 
in  2005,  Moglia  did  his  biggest  deal  yet,  agree 
ing  to  buy  online  brokerage  TD  Waterhousi 
The  deal  left  former  parent  Toronto-Domir 
ion  Bank  with  a  33%  stake  (it  has  since  ir 
creased  that  to  a  predetermined  maximur 
of  39.9%). 

It  didn't  all  go  smoothly.  TD  Ameritradt 
most  moneyed  clients  are  the  4,300  registere 
investment  advisers  who  control  $76  billio 
and  clear  millions  of  dollars  of  their  client 
trades  at  a  pop  through  the  firm.  Followin 
the  TD  merger,  the  advisers'  clients  began  re 
ceiving  Ameritrade  statements  showing  zer 
balances.  Swamped  with  calls,  the  company 
phone  reps  left  many  advisers  waiting  houi 
to  get  through  and  clear  up  the  mess. 

"They  stumbled  during  the  merger,  bi 
they've  done  everything  they  could  since  t 
make  it  right,"  says  Michael  Mers,  who  hi 
run  his  fee-based  Boise,  Idaho  firm,  Aspe 
Capital  Management,  on  Ameritrade's  pla 
form  for  six  years.  Moglia  himself  stood  u 
at  an  Orlando  conference  for  investment  ac 
visers  earlier  this  year  and  accepted  blame 

These  days  the  boss  is  big  on  beefing  u 
account  sizes  and  wallet  share.  Ameritrade 
own  clients  entrust  a  mere  12%  of  the 
investable  assets  to  the  firm,  versus  60fl 
claimed  by  Schwab.  The  average  $50,00 
account  balance  among  TD  Ameritrade 
6.5  million  accounts  compares  with  Schwat 
roughly  $300,000.  "Eighteen  months  ago  w 
didn't  ask  customers,  Are  you  okay  with  yoi 
retirement  plan?  Your  fixed  income?'  No1 
we  ask  those  questions,"  he  says. 

Moglia,  who  shares  the  occasional  stea 
dinner  or  poker  game  with  fellow  Omaha 
Warren  Buffett,  is  rolling  out  investment  too 
like  WealthRuler  for  retirement  planning.  E 
is  also  making  a  bigger  push  into  the  advise 
market.  He  paid  $225  million  in  February  fc 
a  Fiserve  unit  that  brought  in  $25  billion  i 
assets  held  by  investment  advisers  and  retire 
ment  plan  administrators. 

.  So  what  could  go  wrong?  A  plunge  in  tr 
stock  market  that  drove  down  trading  vo 
ume.  Or  an  acquisition  gone  bad.  With  i 
solid  performance  and  middling  market  ca 
of  $11  billion,  TD  Ameritrade  could  als 
become  buyout  bait  one  day.  But  given  ho' 
things  might  have  turned  out  that's  not  a  ba 
problem  to  have.  I 
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Look  closer  at  moving  your 
IRA  to  T.  Rowe  Price. 

Choose  from  over  90  no-load  funds  including  these  proven  performers: 


r  1       —  ;  :  

Average  annual  total  returns  as  of  1 2/31/07*  1  Year         5  Year       1 0  Year  £1^** 


Balanced  Fund 

7.18% 

11.55% 

7.07% 

0.68% 

Upper  Balanced  Funds  Average 

5.93% 

9.62% 

5.63% 

1.35% 

Global  Stock  Fund*** 

20.36% 

21.91% 

10.11% 

1.01% 

Upper  Global  Large-Cap  Growth  Funds  Average 

13.47% 

1 7.1 8% 

7.36% 

1.89% 

Spectrum  Growth  Fund 

8.65% 

16.41% 

8.09% 

0.81% 

Upper  Multi-Cap  Core  Funds  Average 

6.48% 

13.33% 

7.07% 

1.72% 

The  new  Mutual  Fund  Compare  Tool  lets  you  easily  compare  T.  Rowe  Price  Funds  with  other 
funds  you're  considering,  just  go  to  troweprice.com/comparetool. 


Current  performance  may  be  higher  or  lower  than  the  quoted  past  performance,  which  cannot  guarantee  future 
results.  Share  price,  principal  value,  and  return  will  vary,  ana1  you  may  have  a  gain  or  loss  when  you  sell  your 
shares.  To  obtain  the  most  recent  month-end  performance,  call  us  or  visit  our  Web  site.  ***The  performance 
information  shown  does  not  reflect  the  deduction  of  a  2%  redemption  fee  on  shares  held  for  90  days  or  less. 
If  it  did,  the  performance  would  be  lower.  International  investing  involves  special  risks,  including  currency 
fluctuations.  Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses, 
and  other  information  that  you  should  read  and  consider  carefully  before  investing.  All  mutual  funds  are 
subject  to  market  risk,  including  possible  loss  of  principal. 


When  you  look  closer  at  your  IRA  investment  options,  it's  easy  to  understand  why  more  and  more 
investors  are  switching  to  T.  Rowe  Price.  Our  low-cost,  active  management  approach  has  helped 
retirement  investors  reach  their  long-term  goals  for  over  70  years.  Visit  ira.troweprice.com.  Or  call  our 
Investment  Guidance  Specialists.  They  can  answer  any  questions  you  might  have  and  even  help  you 
choose  a  fund. 


ira.troweprice.com 


1.888.790.2187 


T.RoweRice 


INVEST  WITH  CONFIDENCE 

'Average  annual  total  return  figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  "  "The  funds'  expenses  are  as 
of  their  fiscal  year  ended  December  31,  2006  (except  for  Global  Stock  Fund,  which  is.  as  of  its  fiscal  year  ended  October  31,  2006);  Upper  expenses  are 
based  on  fiscal  year-end  data  available  as  of  December  31, 2007. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRAF076545 


The  Mohegan  tribe  wants  to  expand  its  casinos 
nationally.  Maybe  it  shoulda  stayed  home. 
By  Stephane  Fitch  and  Matthew  Miller 


ANY  BUSINESS  HAS  TO  BE  CAREFUL  ABOUT  BEDMATES, 
but  perhaps  none  more  so  than  companies  in  the  highly 
regulated  gaming  industry.  Just  ask  the  Mohegan  tribe, 
which  runs  a  300,000-square-foot  gambling  den  in  Connecticut. 

The  tribes  plans  to  expand  beyond  the  Mohegan  Sun  casino 
are  getting  close  scrutiny  at  a  time  when  the  weak  economy  and 
new  casino  rivals  in  the  Northeast  are  slamming  receipts.  Last 
month  Moody's  warned  that  it  would  downgrade  the  tribe's 
$1.2  billion  in  corporate  bonds  if  its  handful  of  ventures  to  develop 
gaming  operations  outside  the  state  fail  to  turn  profits.  So  far 
just  one  of  die  Mohegans'  ventures,  a  $580  million  purchase  and 
redevelopment  of  the  Pocono  Downs  harness-racing  track  in 


Pennsylvania  is  up  and  running  with 
machines  and  off-track  betting  windows. 

But  more  headaches  await  the  Moheg< 
thanks  in  part  to  their  erstwhile  and  curr 
partners.  Among  them: 

Sol  Kerzner,  the  South  African  res 
developer.  In  1999  he  and  his  part 
relinquished  control  of  the  casino  and  a  cu 
net  income  in  exchange  for  5%  of  Mohej 
Sun's  gross  win  until  2014.  New  tribal  ch 
man  Bruce  "Two  Dogs"  Bozsum  now  watc 
helplessly  as  Kerzner  uses  the  $35  millio 
year  he  reaps  from  the  Mohegan  Sun  to  pu.< 
$1  billion  casino  development  south  of  Bos 
with  the  Mashpee  Wampanoag  tribe  in  M; 
achusetts.  The  Sun  depends  on  Massachus 
players  for  20%  of  its  revenue.  "It's  disheart 
ing,"  says  Bozsum,  who  has  tried  to  t 
Kerzner  out  of  the  costly  deal.  "In  2014  th 
will  be  a  new  holiday  for  the  tribe." 

Dennis  Troha,  a  Wisconsin  develop 
He  was  the  Mohegans'  partner  in  a  plan  to  bi 
an  $800  million  casino  on  the  Dairyland  Gr 
hound  Park  in  Kenosha,  Wis.  Troha  pleac 
guilty  in  federal  court  last  year  to  trying  to  h 
$100,000  in  illegal  campaign  donations  to  st 
and  county  officials  who  might  shepherd  i 
project  through  the  legislature.  Mohegan  Tri 
Gaming  Chief  Executive  Mitchell  Etess  says  1 
company  was  unaware  of  Troha's  corruption  ai 
has  bought  out  his  interest  in  the  Kenos 
development.  The  Mohegans  have  written 
$3.5  million  of  the  roughly  $7  million  they've : 
vested  in  the  project,  but  they  plan  to  push  ahe; 

Developer  Leon  Oragone.  The  Mohega 
aim  to  build  a  casino  on  150  acres  of  la 
in  Palmer,  Mass.  owned  by  Dragone.  He's  be 
sued  twice  by  investors  who  claimed 
defrauded  them  in  deals  involving  gambling.  1 
was  ordered  to  pay  restitution  in  one  case  aj 
settled  the  second  for  undisclosed  tern 
Mohegans  Etess  says  Dragone  is  merely  t 
landowner  and  would  play  no  role  in  the  casir 
Bookmaker  Karl  O'Farrell.  His  Australian  company,  Capital  Pi! 
is  an  investor  in  the  Mohegans'  venture  to  install  video  lottery  m 
chines  at  the  Aqueduct  racetrack  project  in  New  York  City's  Borouj 
of  Queens.  O'Farrell  previously  had  extensive  business  dealings  wi 
William  and  Robert  Waterhouse,  who  served  a  14-year  ban  from  hoi 
racing  in  Australia  because  of  their  alleged  role  in  a  horse-switchii 
scam.  Mohegans  Etess  says  O'Farrell's  connection  to  the  Waterhous 
has  already  been  vetted  and  cleared  by  New  York's  inspector  gener 
The  Waterhouses  have  no  connection  to  the  New  York  venture  tod: 
Bozsum  insists  he's  confident  the  off- the- reservation  ventur 
will  pay  off  in  the  end,  even  if  a  recession  further  complicates  plar 
"We'll  get  product  for  less  and  we'll  get  labor  for  less,"  he  says. 
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LEGAL  OVERKILL 


Sheldon  Adelson  is  very  rich,  thanks  in  large  part  to  his 
casino  in  Macau.  Now  former  partners  are  claiming  he 
owes  them  some  of  the  loot  |  By  Nathan  Vardi 


YOU  CAN  NEVER  BE  TOO  RICH— OR 
too  punctilious.  Why  else  is  Sheldon 
Adelson,  Americas  third-richest  man 
(seep.  81),  turning  big  guns  on  teensy  lawsuits? 

All  four  center  on  Adelsons  exceedingly 
valuable  concession,  one  of  six  casino  con- 
cessions and  subconcessions  in  Macau.  The 
plaintiffs  variously  allege  that  Adelson,  who 
owns  69%  of  the  Las  Vegas  Sands,  stiffed 
those  who  helped  him  get  to  the  tiny  Chi- 
nese island.  The  74-year-old  casino  opera- 
tor is  in  no  mood  to  settle,  not  with  the  Sands 
Macau  bringing  in  $  1 .3  billion  in  revenue  last 
year.  So  he  has  hired  Rusty  Hardin,  Roger 
Clemens'  tough  lawyer,  to  punch  back. 
In  April  a  Las  Vegas  jury  will  hear 


Richard  Suen's  claim  that  Adelsons  company 
cheated  him  out  of  2%  of  its  Macau  opera- 
tion's net  profit,  plus  a  $5  million  fee,  in 
return  for  help  in  navigating  the  Chinese 
political  hierarchy.  Suen  has  faxes,  including 
a  letter  signed  by  the  Las  Vegas  Sands'  chief 
operating  officer,  that  suggest  an  agreement. 
The  company  denies  there  was  a  contract; 
Suen,  it  says,  did  nothing  to  merit  a  big  payday. 

Another  case,  set  to  go  to  trial  in  Las 
Vegas  in  early  2009,  alleges  an  oral  contract 
promised  three  fixers  5%  of  the  Macau  op- 
erations for  helping  find  a  license  partner.  Las 
Vegas  Sands  denies  any  contract  but  lost  a 
fight  to  keep  depositions  in  the  case  sealed. 

Those  depositions,  available  only  in  ab- 


BFFs  in  China?  One  of  them  is  suing  Adelson 

breviated  form,  are  arresting.  Among  othi 
things,  they  contend  that  Adelson  acted  c 
China's  behalf  to  help  it  win  the  2008  Sur| 
mer  Olympics — or  at  least  to  remove  an  in 
portant  hurdle.  According  to  papers  prepare* 
by  Suen's  lawyer,  the  games  came  up  whe 
Beijing's  mayor  asked  Adelson  to  help  delj 
a  2001  resolution  in  Congress  that  oppose 
China's  bid.  Adelson,  a  big  Republican  Par 
contributor,  contacted  then  House  Majorii 
Whip  Tom  DeLay,  says  the  summary,  to  di 
cuss  the  resolution;  it  alleges  that  DeLay  to 
Adelson  he  could  assure  the  mayor  that  th 
bill  will  never  see  the  light  of  day '  Indeed,  aft 
Republican  leaders  delayed  it,  the  resolutic 
did  not  come  to  a  vote  and  died. 

Suit  number  three  is  easily  the  most  fa 
fetched.  In  a  trial  going  on  now  in  Tel  Av 
Moshe  Hananel,  an  Israeli  tour  operator  wl 
once  worked  for  Adelson,  claims  the  who 
Macau  play  was  his  idea  and  that  he's  ow< 
12%  of  the  business.  Adelson  is  fending  c 
that  one — "absurd,"  says  one  of  his  lawyfi 
in  court  documents — and  suing  Hananel  f 
defamation,  claiming  harassment  "for  tl 
purpose  of  trying  to  extort  monies." 

A  fourth  complaint,  from  a  former  inve; 
ing  partner,  has  already  gone  Adelsons  wi 
A  judge  ruled  this  suit  was  blocked  by  a  statu 
of  limitations.  The  plaintiff  has  appealed,  b 
should  know  better:  When  you  take  on  Adt 
son,  the  house  almost  always  wins. 


Purr 


We're  not  sure  which  corporation  would  hire  Julie 
Newmar  as  its  spokesperson,  but  you've  got  to  give  this 
former  Catwoman  and  movie  actress  some  credit  for 
having  nine  lives.  In  a  racy  ad  in  a  January  issue  of 
AdWeek  the  leggy  74-year-old  offers  up  her  services  as 
a  "quintessential  quality  advocate."  Newmar  hopes  the 
photo,  originally  a  Christmas  card,  conveys  that  age 
hasn't  slowed  her  down  or  diminished  her  beauty — a 
theme  she  thinks  could  be  a  hit  at  corporate  events.  "I 
feel  an  infusion  of  successful  living  could  charm  a  lot  of 
people,"  she  says  ("She's  not  touched  up,  either— that's  her" 
says  Newmar;  >quelyn  Stander.)  Newmar's  last  gig 

was  a  cameo  oi  ngto  Jim  in  2006,  but  she  says  she's 

not  doing  this  oul         oration.  The  original  Catwoman 


in  the  1960s  Batman  TV  series,  Newmar  now  spends  her 
days  blogging  about  personal  experiences— like  attending 
Hugh  Hefner's  80th  birthday  party  last  year.  Alas,  no 
corporation  has  hired  her  yet  — Emily  Schmi 
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MUSCULAR,  SMOOTH 
OR  VOLUPTUOUS. 
WHAT'S  YOUR  PREFERENCE? 


WHAT  WINE  GOES  BEST  WITH  YOUR  FAVORITE  STEAK?  YOU  BE  THE  JUDGE,  WITH  OUR 
NEW  RED-ON-RED  WINE  FLIGHT.  ONE  PINOT,  ONE  MERLOT,  ONE  CAB,  AND  ONE  STEAK-YOURS. 
INSTEAD  OF  ORDERING  YOUR  USUAL  RED,  COME  IN  SOON  AND  TRY  THIS  TRIO. 


m  Outfront 

GRAPE  EXPECTATIONS 


Crushed  hopes: 
'A  lot  of  people 
are  furious  at 
Jake  Shapiro." 


Corkscrewed 

A  onetime  penny  stock  trader 
tried  to  build  a  wine  empire.  The 
result:  a  vintage  financial  mess. 

By  Dirk  Smillie 


■  OEL  (JAKE)  SHAPIRO'S 
I  master  plan  for  building  a 
f&  great  wine  company  was 
to  borrow  other  people's  money 
and  pick  up  distressed  vine- 
yards. When  that  didn't  work, 
he  used  other  peoples  money 
to  buy  a  granite  quarry  in 
Texas,  the  rights  to  a  near 
worthless  tungsten  mine  in 
Nevada  and  a  stake  in  a  small 
discount  brokerage  in  Long 
Island,  N.Y.  He  justified  these 
detours  as  being  good  for  his 
company,  360  Global  Wines. 
"Not  one  contract  was  signed 
without  the  unanimous  consent 
of  the  board,"  he  says. 

With  or  without  vines, 
Shapiro,  a  former  penny  stock 
trader,  lived  like  a  grape  mag- 
nate. On  trips  to  London  he 
hired  a  chauffeur,  stayed  in  a 
suite  at  the  Connaught  and 
dined  with  partners  at  the 
Mirabelle  in  Mayfair,  says  a 
onetime  associate.  ("I  don't 
recall  ever  eating  at  Mirabelle," 
counters  Shapiro,  adding  that 
he  only  took  taxis.)  His  some- 
time adviser  in  Europe  was 
John  Bryan,  best  known  for 
sucking  the  toes  of  Sarah 
Ferguson  while  she  was 
married  to  Prince  Andrew. 

In  2002  Shapiro  contacted 
80  wineries  and  visited  half  a 
dozen  on  the  Continent,  says 
Peter  Bowthorpe,  partner  at 
Oxbridge  Enterprises,  a  U.K. 
M&A  consultancy,  who 
arranged  the  visits.  But  when 
prospective  sellers,  including 
German  Prince  Michael  zu 
Salm-Salm,  checked,  they 
learned  Shapiro  had  no  opera- 
dons,  no  cash  reserves  and  a 
pool  of  private  stock  of  unper- 
suasive  value,  says  Bowthorpe. 
So  much  for  old  Europe. 

Shapiro  didn't  fare  much 
better  in  the  New  World.  He 
tried  to  buy  a  900-acre  winery 
in  the  Andes  from  Raul 


Granillo  Ocampo,  the  former 
Argentinean  ambassador  to  the 
U.S.  But,  says  Bowthorpe,  the 
wine  turned  out  to  be  tainted 
by  pesticides  and  undrinkable; 
much  of  it  had  already  been 
condemned  by  the  govern- 
ment. Shapiro  refused  to  pay 
and  later  canceled  the  contract. 

He  had  only  slightly  better 
luck  in  the  States,  signing  a  deal 
with  Eos,  a  Paso  Robles,  Calif, 
winery  close  to  bankruptcy. 
How  was  the  wine?  "Absolute 
crap,"  says  Joseph  Carr,  a  wine 
marketer  who  produced  a 
private  label  for  golf  great  Greg 
Norman  and  whom  Shapiro 
hired  to  be  his  head  of  sales 
and  marketing.  Wholesalers 
shipped  the  stuff  back.  Shapiro 
thought  he  had  a  deal  to  dis- 
tribute wine  under  the  Vander- 
bilt  name,  promising  to  market 
the  labels  as  "the  American 
aristocracy  of  fine  wines." 


Turned  out  that  the  family 
estate  in  Asheville,  N.C.  already 
produced  a  wine  under  the 
Vanderbilt  name.  Shapiro's 
effort  died  on  the  vine. 

Finally  a  big  score.  In  the 
summer  of  2005  Shapiro 
borrowed  $31  million  from 
Laurus,  a  small  New  York  City 
hedge  fund,  and  bought  Viansa, 
a  Sonoma  Valley,  Calif,  winery 
founded  by  the  Sebastiani 
family.  Before  handing  over  the 
keys  to  the  wine  cellar,  owner 
Sam  J.  Sebastiani  met  with 
Shapiro  and  asked  about  his 
distribution  plans.  "We're  going 
to  sell  Viansa  at  Safeway' 
Sebastiani  says  Shapiro  told  him. 
(Shapiro  denies  making  the 
remark).  That  seemed  odd  for 
bottles  that  typically  retailed, 
at  the  winery,  for  up  to  $100. 
Sebastiani  had  a  larger  issue: 
Shapiro's  plan  to  install  Jonathan 
Sebastiani,  Sam's  former  stepson, 


in  the  top  job  at  Viansa.  The 
younger  Sebastiani,  according 
two  of  his  relatives,  had  a  habil 
of  getting  drunk  and  driving 
into  objects — on  one  occasion 
a  stop  sign.  Jonathan  in  a  cour 
filing  admitted  he  was  battling 
alcohol  problems  that  year. 

Sebastiani  recalls  that 
Shapiro  waved  off  the  concern 
with  the  curious  aside  that  20°/i 
of  Americans  were  alcoholics. 
(Shapiro  denies  that  remark,  to 
"Jon  assured  us  that  he  was  cor 
pletely  soben'  he  says.)  Sebastia 
gathered  his  papers  and  walkec 
toward  the  door,  saying,  "I  gue: 
you  guys  have  it  all  figured  out 

Apparently  not.  The 
company  declared  bankruptcy 
in  March  2007  after  it  could  nc 
longer  pay  $480,000  a  month  i 
debt  service  to  Laurus — or  to 
anyone  else.  Under  pressure 
from  his  board,  Shapiro  resign 
as  chief  executive.  By  then  360 
had  burned  through  roughly 
$55  million  in  cash,  left  behinc 
$30  million  in  unpaid  bills  and 
racked  up  a  shareholder  deficil 
of  $105  million.  "I've  never  see 
anything  like  it,"  says  David 
Honig,  a  San  Francisco  attorne 
who  represents  a  group  dealing 
with  unsecured  creditors,  fron 
grape  growers  to  UPS. 

Today  Shapiro,  38,  faces  a 
fistful  of  suits.  A  former  partne 
has  accused  Shapiro  of  stealing 
$1.4  million  in  company  stock 
from  him.  (Shapiro  says  the 
shares  were  never  paid  for.)  'A 
lot  of  people  are  furious  at  Jake 
Shapiro,"  says  Napa  Valley  win 
ery  owner  Larry  D.  Kirkland, 
who  says  he  settled  a  $15 
million  suit  against  360  for  $10 
million.  Shapiro  is  still  a  directc 
at  360  and  says  he  hopes  to 
make  investors  in  the  o-t-c  bul 
letin  board  stock  whole.  Will  h 
get  the  chance?  Says  Kirkland 
"They'll  probably  find  his  bod\ 
soon  by  the  side  of  the  road" 
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EXPANDING  OUR  VISION 


We  are  focused  on  global  growth,  pursuing  markets  for  our  metals,  expanding 
our  international  customer  base  and  making  strategic  investments  in  mineral 
assets.  From  our  strong  foundation  in  Russia  to  our  operation  in  UK  and  the  US, 
KOLA  MMC  as  a  part  of  Norilsk  Nickel  Group  is  succeeding  through  global  leadership. 
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Outfront 

EASY  MONEY 


Groundhog  Day 

It  may  be  time  for  this  fellow  to  get  out  of  the  real 
estate  business  |  By  Helen  Coster  and  Michael  Maiello 


JUNK  CREDIT.  HAVE  WE  SEEN  THIS 
before?  In  the  1980s  William  S.  Fried- 
man used  Michael  Milkens  junk  bonds 
to  build  Southmark,  which  would  become 
one  of  the  largest  real  estate  investment  trusts 
in  the  U.S.  But  by  the  end  of  the  decade  the 
company  was  bankrupt,  having  bought  a 
thrift  that  gave  worthless  loans  to  people  like 
Charles  Keating.  Friedman  and  his  partner, 
Gene  E.  Phillips,  were  tossed  out  of  the  ex- 
ecutive suite;  Friedman  was  banned  from  the 
thrift  industry.  But  Friedman  never  left  the 
real  estate  business — nor,  it  seems,  lost  his 
penchant  for  sketchy  finance. 

Friedman,  64,  coupled  vestiges  of 
Southmark  to  easy  credit  in  order  to  build 
residential  and  commercial  real  estate  proj- 
ects through  a  New  York  company  called 
Tarragon  Corp.  Last  August  the  company, 


which  once  owned  17,000 
apartment  units  and  2.5  mil- 
lion square  feet  of  commercial 
space,  disclosed  it  had  run  out 
of  money  and  would  have  to 
write  down  at  least  $125  mil- 
lion of  its  $  1 .5  billion  in  assets. 
The  stock  price  sank  below  $1 
(it's  below  $2  today),  from  a 
high  of  $13.  That  leaves  its 
market  value  at  $47  million. 

Like  other  real  estate  ven- 
tures Friedman's  was  done  in  by 
the  credit  market  freeze,  but  funky  account- 
ing may  have  made  matters  worse.  Disgrun- 
tled shareholders  allege  in  a  suit  in  New  York 
that  he  overstated  profits  and  hid  debt  and 
losses.  They  claim  Friedman  had  been  book- 
ing revenue  for  condominium  sales  based  on 


From  Milken  to  margin 
loans:  William  Friedman. 


commitments  from  buyers.  But  when  ban 
stopped  lending  to  condo  flippers,  tho 
buyers  walked  away  from  their  deposi 
Friedman  hasn't  responded  to  the  suit  yel 
Friedman  tried  to  keep  Tarragon  capita 
ized  by  taking  a  margin  loan  against  f 
own  company  stock  that  he  in  turn  lent 
Tarragon.  When  the  stock  tanked  in  Augu 
Friedmans  brokers  came  callir 
He,  his  wife  and  his  manag 
ment  company  sold  5.5  millk 
shares  during  that  crisis,  accor 
ing  to  federal  filings. 

Liquidity  is  again  the  issu 
Tarragon  has  already  default 
on  loans  to  Barclays  and  otl 
ers.  In  January  Nasdaq  move 
to  delist  Tarragon  for  missir 
an  annual  meeting,  thoug 
Tarragon  has  said  it  will  ho! 
the  meeting  in  May.  But 
seems  that  the  story  of  Soutll 
mark  may  have  finally  reached  its  end  afti 
all  these  years.  Friedman  declines  commei 
on  his  plans,  but  he  can  always  ply  his  skill 
at  Brandeis  University,  where  he  is  not  on 
a  trustee  but  also  a  member  of  the  schooi 
audit  committee.  I 


Hasib  Sabbagh 


Billionaire.com 


Instead  of  clucking  the  limelight  billionaires  are  setting  up  Web  sites  and  blogs  to  manage  their  images  and  brag  about 
accomplishments  in  areas  like  philanthropy  and  social  activism.  Suddenly  everyone's  Mother  Teresa.       —Helen  Costal 


RICHARD  LI 
Hong  Kong 
richardli.com 
Web  persona: 
WUNDERKIND 
Youngest  (and  he's  single)  son 
of  Hong  Kong  tycoon 
Li  Ka-shing.  Li's  site  lists 
his  "many  important  accom- 
plishments" and  notes:  "All 
these  have  been  achieved 
before  the  age  of  forty."  Beats 
a  match.com  profile. 


KHALID  BIN  MAHFOUZ 

Saudi  Arabia 
hinmahfouz.info/en  index.html 
Web  persona: 
MR.  INNOCENT 

The  reclusive  "Arab  Howard 
Hughes"  has  sued  three 
journalists  for  libel  over 
allegations  that  he  helped 

fund  terrorism.  His 
site  links  to  U.S.  civil  suits 
and  apologies  and  corrections 
from  journalists. 


PIERRE  OMIDYAR 

United  States 
pmo.vox.com 
Web  persona: 
THE  GUY  NEXT  DOOR 

Ebay  founder  links  to 
vacation  photos  and  his 
twitter  account  which 
includes  revelations  such 
as  "Tried  to  take  a  nap, 
but  bit  my  lip  right 

before  falling  asleep. 

How  weird  is  that?" 


RICARDO  SALINAS  PUEGO 

Mexico 
ricardosalinas.com 
Web  persona: 
DR.  SPOCK 

Derided  by  critics  for 
supposedly  charging  high 

interest  rates  to  poor 
Mexicans,  he  runs  photos 
depicting  himself  as  an 
amigo  to  all  children: 
peering  into  one's  ear, 
high-fiving  another. 


HASIB  SABBAGH 

Lebanon 
hasibsabbagh.com 

Web  persona: 
ELDER  STATESMAN 
Describes  his  journey 
"From  Palestinian  Refugee 
to  Citizen  of  the  World." 
As  proof  includes  photos 

of  himself  with 
Jimmy  Carter,  Queen  Noor, 
Yasir  Arafat  and 
Bill  Clinton. 
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new  viewpoint  on  investing  can  lead  to  great  opportunities. 

i  should  consider  the  Funds'  investment  objectives;  risks  and  charges 
J  expenses  carefully  before  investing.  For  a  prospectus,  which  contains 
and  other  information  about  the  Funds,  call  888-860-8686  or  visit 


and  other  information  about  the  Funds,  call  888-860-8686  or  visit 
rsicofunds.com.  Please  read  the  prospectus  carefully  before  investing, 
tual  fund  investing  involves  risks,  including  the  possible  loss  of  principal. 

>  ticker  symbols  are  fictitious  and  do  not  refer  to  existing  securities: 
308  Marsico  Capital  Management,  LLC.  UMB  Distribution  Services,  LLC,  Distributor. 


MARSICO 

FUNDS' 

Helping  you  appreciate  life" 


The  Most  Honest 
Man  in  Telecom 

Cincinnati  Bell's  Jack  Cassidy  has  made  a  career  out  of 
breaking  the  rules  |  By  Scott  Woolley 


JOHN  F.  CASSIDY  SO  ENJOYS  BEING 
candid  that  it  seems  to  matter  lit- 
tle to  him  whether  the  truth  he  is 
telling  is  pleasant  or  petrifying. 
When  Cassidy  talks  about  the 
future  of  telecommunications,  he  often 
veers  towards  the  petrifying. 

For  the  past  five  years  Cassidy,  54, 
has  run  Cincinnati  Bell,  an  oddball  com- 
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pany  that  is  both  a  relic  of  telecom's  past 
and  a  window  into  its  future.  In  an 
industry  dominated  by  nationwide 
giants,  Cincy  Bell  still  serves  essentially 
the  same  geographic  area  it  was  granted 
in  1878,  a  circle  with  downtown  Cincin- 
nati at  its  center.  But  it  serves  that  circle 
well.  In  its  region  Cincinnati  Bell  is  the 
most  popular  provider  of  home  phone, 


mobile  and  high-speed  Internet  servicesi 
"AT&T  and  Verizon  have  undergone 
a  series  of  megamergers  to  offer  the 
same  slate  of  services  nationally.  Wher 
BellSouth  merged  with  SBC  in  2006  tc 
create  what  is  now  AT&T,  Cassidy  callec 
AT&T  Chief  Ed  Whitacre  to  congratu- 
late him.  Cassidy  recalls  Whitacre.' 
response:  "Shoot,  Jack,  we're  just  trying 


You're  the  only  thing  standing  between  your  data 
and  a  storage  crisis.  Want  some  backup? 


>torage/file  server  consolidation  via  existing 
P  skills 

Extends  consolidation  benefits  to  stranded 
servers 

Dption  to  leverage  Fibre  Channel  as  needed 
-lexible  storage  configurations,  including 
ntegrated  NAS/iSCSI/Fibre  Channel,  Performance 
[all  FC  disk),  Tier  storage  (mixed  FC  and  SATA 
disk),  and  Capacity  (all  SATA  configurations) 
Enhanced  and  premium  service  options  available 


Protects  mission-critical  data  by  centralizing  and 
accelerating  backup  and  recovery  operations 
across  heterogeneous  environments 
Built  on  open,  highly  scalable  architecture 
Reduces  management  overhead  by  automating 
the  protection  of  storage  assets  in  DAS,  NAS  and 
SAN  environments  from  the  largest  facilities  to 
the  smallest  remote  offices 


EMC  DiskXtender  for  Windows9 


>  Automatically  migrates  infrequently 
accessed  data  to  more  cost-effective 
storage  —  disk,  tape  or  optical 

•  Significantly  shortens  backup  and 
recovery  windows 

s  Recognizes  data  value,  retention  and 

compliance  requirements 
1  Reduces  storage  costs  while  optimizing 

IT  resources 

1  Provides  users  seamless  data  access 
regardless  of  file  location 


wtiere  information  lives 


Call  CDW  for  pricing  details. 


;'re  there  with  the  storage  solutions  you  need. 

don't  have  to  tell  you  that  your  data  needs  are  exploding.  At  CDW,  we  have  a  wide  range  of  top-name 
-age  hardware  and  software  to  help  solve  the  problem.  Our  highly  trained  technology  specialists  will 
rk  with  you  on  a  solution  that  is  scalable  and  secure.  Then,  we'll  custom  configure  your  technology  to 
ure  your  data  is  safe  and  accessible.  So  call  CDW  today.  We  can't  reduce  the  amount  of  data.  But  we 
make  it  less  of  a  problem. 

CDW.com  I  800.399.4CDW 


subject  to  CDW's  standard  terms  and  conditions  of  sale,  available  at  CDW.com.  ©2008  COW  Corporation 


The  Right  Technology.  Right  Away.' 


Technology 


to  be  a  big  you." 

Unlike  its  peers,  Cassidy's  Bell  has 
come  to  believe  that  communication  lines 
must  be  open.  That  means  not  locking 
customers  into  two-year  cellular  con- 
tracts. "Such  a  silly  concept,"  scoffs  Cas- 
sidy.  It  means  letting  customers  switch  to 
new  technologies,  like  Wi-Fi,  that  are 
likely  to  cost  him  money. 

A  year  ago  Cincy  Bell  became  the  first 
U.S.  telco  to  let  its  mobile  customers  make 
calls  over  their  home  Wi-Fi  network,  thus 
conserving  their  minutes  while  guarantee- 
ing "five  bars  of  service"  throughout  a  cus- 
tomer's home.  Neither  Verizon  nor  AT&T  al- 
lows such  phones.  So  far  only  T- Mobile,  the 
smallest  of  the  national  carriers,  has  followed 
suit  Wi-Fi  will  nick  Cassidy's  traditional  busi- 
nesses, but  the  technology  is  too  logical  to 
ignore.  "If  the  customer  likes  it,  then  it 
doesn't  matter  what  it  does  to  your  econom- 
ics— its  going  to  happen,"  he  says. 

Cassidy's  philosophy:  anticipate  the 


inevitable,  don't  fight  it.  In  the  late  1990s, 
when  Cincinnati  Bell  got  into  the  lucra- 
tive long-distance  market,  Cassidy  set 
the.  price  of  a  call  at  10  cents  a  minute, 
roughly  half  the  going  rate  but  still 
enough  to  preserve  a  modest  margin  for 
Cincinnati  Bell.  Cassidy  won  an  80% 
market  share  in  less  than  six  months.  It 
still  has  70%.  "We  forecast  where  the 
bottom  was  in  long  distance,  and  we  just 
got  there  first,"  he  says. 

Jack  Cassidy  followed  a  maverick's 
route  to  the  corner  office.  In  high  school 
Cassidy  bought  a  pressure  washer,  stuck  it 
in  his  red  pickup  truck  and  made  a  busi- 
ness washing  homes  in  Cleveland  slimed 
by  the  Cuyahoga  River  fire  of  1969.  A  col- 
lege dropout,  he  got  by  through  charm 
and  pluck.  He  sold  herbal  tea  and  May- 
belline  cosmetics  and  organized  ski  trips 
for  profit. 

Eventually  Cassidy  wound  up  in  Gen- 
eral Electrics  lighting  business  in  Cleve- 


THE  MOST-WIRED  AIRPORTS 


AIRPORT                        WI-FI  RANK  FREE? 

1 

Hartsfield-Jackson  /  Atlanta  14 

No 

2 

Denver  International 

2 

Yes 

3 

McCarran  /  Las  Vegas 

1 

Yes 

4 

Hong  Kong  International 

7 

In  part 

5 

Phoenix  Sky  Harbor 

3 

Yes 

6 

Changi  /  Singapore 

6 

In  part 

7 

Heathrow  /  London 

12 

No 

8 

Haneda  /  Japan 

17 

No 

9 

Orlando 

4 

Yes 

I10 

Narita  /  Japan 

11 

No  J 

forbes  surveyed  the 
world's  busiest  airports 
to  see  how  cheap  and 
easy  it  is  to  recharge  a 
battery  and  connect  to 
the  Internet  via  either 
Wi-Fi  or  an  Ethernet 
port.  Here  are  the  top 
10  in  the  overall 
rankings,  along  with 
their  scores  just  in  the 
Wi-Fi  challenge.  Check 
out  the  full  list  of  30 
world  airports  at 
forbes.com/technology. 
—Elizabeth  Woyke 


land  as  a  sales  manager.  It  was  while  work- 
ing on  GEs  flirtation  with  mobile  phones 
that  he  caught  the  telecom  bug.  In  1996, 
after  a  brief  stint  at  Rogers  in  Canada,  he 
returned  to  the  US.  to  run  the  new  wire- 
less arm  of  Cincinnati  Bell.  He  built  the 
city's  first  digital  cellular  network  and 
poured  money  into  customer  service, 
helping  the  company  win  seven  J.D. 
Power  awards. 

In  1999  Cassidy  took  over  Cincy 
Bells  new  long-distance  business  around 
the  same  time  that  his  boss,  former  MCI 
veteran  Richard  Ellenberger,  made  the 
ill-fated  decision  to  transform  the  staid 
old  Bell  into  a  new-age  growth  company. 
Ellenberger  renamed  the  company 
Broadwing  and  poured  $4  billion  into 
laying  fiber  from  coast  to  coast.  It 
proved  a  disaster.  Overcapacity  flattened 
the  industry,  and  by  2003  Broadwing's 
board  pawned  its  fiber-optic  network  for 
$150  million. 

Cassidy  became  chief  executive  in  July 
2003,  taking  over  a  company  with  a  nega- 
tive net  worth  and  $3.5  billion  in  debt, 
some  of  it  paying  rates  of  18%.  Even  today 
Cincy  Bell  has  only  enough  earnings 
before  interest,  taxes  and  depreciation  to 
cover  3  times  its  interest  expense.  AT&T  is 
at  1 1  times  interest  expense. 

Cassidy  concentrated  on  the  old 
phone  business  and  switched  back  to  the 
Cincinnati  Bell  name.  So  far  his  strategy 
has  kept  the  company  solvent  but  has  yet 
to  add  up  to  gains  for  shareholders.  The 
stock's  been  stuck  below  $6  since  2003. 
Cassidy  is  spending  $150  million  to  buy 
back  shares  over  the  next  two  years. 

Sitting  in  his  office  overlooking  the 
Cincinnati  skyline,  Jack  Cassidy  launches 
into  a  story  about  the  biggest  business 
cock-up  in  his  hometown's  history.  A  cen- 
tury ago  Cincinnati  was  home  to  the  Mid- 
west's horse-drawn  carriage  industry,  and 
its  leaders  were  very  loyal  to  buggy  power. 
So  loyal  they  let  Detroit  drive  off  with  the 
auto  industry.  "I'm  sure  the  last  horse- 
drawn  carriage  made  in  Cincinnati  wasi 
the  finest  ever  built,"  says  Cassidy. 

Is  the  telecom  industry  facing  the  hard 
truths?  "No,"  laughs  Cassidy.  "You've  got 
the  wheels  and  the  tires  and  the  carriage— 
and  you  can't  figure  out  the  customer 
doesn't  want  the  damn  horse."  F 
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Whether  you're  a  hospital 


4  jl 


or  a  film  production  company, 


1 1 


Qwest's  responsiveness  provides  network  reliability  for  your  fast-paced  business. 

From  proactive  solutions  to  disaster  recovery  and  redundancy,  Qwest  is  there 
when  you  can't  be. That's  why  95%  of  Fortune  500®  companies  choose  Qwest. 

Get  Qwest.  Get  Nimble.  Call  I  800-6 1 8-5339  or  visit  qwest.com/business. 
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Technology 

INNOVATORS 


SACHIO  SEMMOTO  IS  ON  HIS 
fifth  entrepreneurial  venture, 
which,  in  Japan,  is  five  more 
than  the  usual.  Twenty  years  ago 
Semmoto  founded  KDDI,  Japans 
number  two  phone  company,  and  then 
expanded  it  into  wireless.  Mobile  phone 
deregulation  hit  Japan  in  1988;  the  cost  of  a 
wireless  call  has  declined  95%  since  then. 

At  65  Semmoto  is  betting  his  hard- 
earned  reputation,  and  $3  billion  in 
investors'  money,  on  building  the  worlds 
fastest  wireless  data  service,  called  Emo- 
bile.  Since  its  launch  a  year  ago  Emobile 
has  gained  200,000  subscribers,  who  get 
7.2  megabits  a  second,  100  times  as  much 
as  Verizon's  fastest  wireless  service  in  the 


U.S.,  for  the  same  price.  The  company  is 
signing  up  13,000  subscribers  each  week. 

But  the  growth  is  costing  him.  The 
spending  to  roll  out  Emobile  has  caused  its 
publicly  traded  parent  Eaccess  to  slump 
from  a  $41  million  profit  on  $543  million  in 
2006  to  a  loss  of  $10  million  on  revenue  of 
$545  million  last  year.  Eaccess  is  the  num- 
ber three  DSL  service  provider  in  Japan, 
after  NTT  and  Masayoshi  Son's  Yahoo  BB. 

Semmoto  knows  his  new  company  is 
feeding  off  his  old:  "The  mobile  broad- 
band era  will  come  after  fixed  broadband," 
he  says.  "Emobile  is  a  very  important 
strategic  group  company  for  Eaccess." 

Semmoto  has  made  a  career  out  of 
attacking  big  telecom  companies  ever 


Emobile's  Semmoto  is  building  the  world's 
fastest  wireless  data  service  in  Tokyo. 

since  he  left  the  national  monopoly,  NT 
Semmoto  started  there  in  1966  and  migr 
have  stayed  had  he  not  used  a  Fulbrigl 
scholarship  to  get  his  engineering  Ph.D.  j 
the  University  of  Florida  in  Gainesvilli 
When  Semmoto  announced  his  excite 
ment  about  going  back  to  his  NTT  pos 
his  roommate  in  a  fraternity  house,  also 
southern  pastor's  son,  told  him  that  h 
job  was  crap.  Semmoto  still  wears  h: 
Gator  tiepin  in  appreciation. 

Semmoto  didn't  get  up  the  nerve  t 
leave  NTT  until  1983  when,  with  the  bad 
ing  of  Kyocera  and  Sony,  he  started  a  wir« 
line  rival  to  NTT.  This  eventually  becam 
KDDI.  Profitable  within  three  years,  KDE 
spawned  a  wireless  carrier,  now  called  Ai 
and  the  Willcom  wireless  data  service. 

In  the  last  decade  Semmoto  (alon 
with  Masayoshi  Son,  whom  he  dubs 
"good  and  worthy  rival")  has  been  attack 
ing  Japan's  slow,  expensive  Internet  acces 
market.  With  the  help  of  partner  Eri 
Gan,  a  former  Goldman  Sachs  researc 
analyst,  Semmoto  raised  $180  million  t 
start  Eaccess  in  1999.  Charging  $25 
month  for  digital  subscriber  line  servic 
running  at  1.5  megabits,  Eaccess  becam 
profitable  after  its  first  year.  It  sold  20%  c 
the  company  for  $74  million  in  a  2003  in 
tial  offering. 

But  with  the  DSL  market  slowinj 
Semmoto  and  Gan  decided  it  was  time  t 
go  mobile.  The  ease  with  which  the 
raised  the  necessary  capital — $1.3  billio 
in  equity  and  another  $2  billion  in  debt- 
drew  gasps  in  Asia. 

Emobile  has  a  leg  up  in  the  race  t 
deliver  high-speed  (3G)  wireless  to  Japa 
because,  unlike  its  larger  rivals,  it  starte 
fresh.  Its  base-station  equipment  i 
smaller  and  easier  to  install.  Docom 
spent  ten  times  Semmoto's  $3  billion  t 
deploy  its  3G  network,  says  Makio  Inui,  a 
analyst  with  UBS. 

The  company  has  no  plans  to  expan 
into  the  U.S.,  but  Semmoto  reassure 
Americans  that  a  faster  mobile  networ 
surely  will  soon  be  theirs.  "It  is  just  a  mat 
ter  of  time,"  he  says.  "The  trend  towar 
wireless  broadband  is  global."  I 
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Digital  Tools 


Ambient  Internet 


CHUMBY  IS  A  PRETTY  GOOFY  DEVICE  WITH  A  SILLY 
name  and  a  weird  shape.  And  nobody  needs  one. 
But  it's  worth  checking  out  because  we're  going  to 
be  seeing  a  lot  more  devices  like  this,  smart  little 
machines  constantly  fetching  information  from  the 
Internet,  spreading  the  Web  beyond  the  realm  of  PCs. 

"We're  already  living  in  a  Blade  Runner  world,  where  we're 


Daniel  Lyons 


Meet  cute: 
The  Chumby  lives 
on  the  Web  and 
your  counter. 


surrounded  by  connected  information  screens,"  says  Stephen  L. 
Tomlin,  chief  executive  and  cofounder  of  Chumby  Industries  in 
San  Diego,  Calif. 

Sci-fi  movies  never  anticipated  that  the  future  would  be  so, 
well,  cute.  Chumby  weighs  13  ounces  and  looks  like  a  little 
leather  beanbag  with  a  screen.  Plug  it  in,  let  it  find  your  Wi-Fi 
network  and,  boom,  you're  on  the  Chumby  Network,  pulling 
weather,  music,  news,  photos  and  trivia  from  the  Web. 

You  can  choose  from  more  than  400  streaming  widgets  on 
the  Chumby  Web  site.  Keep  track  of  your  friends  on  MySpace 
and  Facebook,  see  photos  from  Flickr,  check  in  on  your  Ebay 


bids,  read  right-wing  blogs  or  left-wing  newspapers,  watch  sport 
videos  or  a  videoclip  of  David  Letterman's  Top  Ten  List,  listen  tcj 
podcasts  or  check  out  your  daily  horoscope.  If  your  friend  has  a 
Chumby  you  can  become  online  "chums"  and  send  widgets  tcj 
each  other  over  the  Chumby  Network. 

Chumby  has  a  virtual  keyboard  that  pops  up  in  some  applica- 
tions— for  example,  when  you  search  for  music  on  Shoutcast — bul 
this  isn't  a  device  for  typing  and  sending  messages.  It's  for  reading 
and  viewing.  The  touch  screen  handles  mostly  simple  commands 
like  "play"  and  "stop"  for  music  streams.  You  might  think  of  Chumby 
as  a  souped-up  clock  radio  and  digital  photo  screen  with  a  toylike 
exterior  hiding  a  full-blown  (albeit  tiny)  computer  running  the  Linux 
operating  system  on  a  chip  typically  used  in  portable  devices. 

You  pay  $180  for  the  device,  and  there's  no  subscription  fee 
for  the  data  streams.  Chumby  hopes  to  make  money  from  ad 
injected  into  the  stream.  Tomlin  describes  his  target  customers 
as  "people  with  rich  Internet  lives,"  meaning  people  who  can'l 
bear  to  be  untethered.  I  have  to  admit  I'm  one  of  these  people 
The  idea  of  having  a  Chumby  sitting  on  my  desk  sending  me 
news  feeds  and  Chuck  Norris  jokes  while  I'm  working  makes 
perfect  sense  to  me. 

Apparently  I'm  not  alone,  because  these  so-called  ambient 
Internet  devices  are  springing  up  everywhere.  A  firm  with  that 
very  name,  Ambient  Devices,  sells 
wireless  desktop  baseball  and  foot 
ball  tickers  ($125  each),  a  seven-day 
weather  forecaster  ($200),  a  stock} 
market  ticker  ($125)  and  an  umbrella) 
with  a  handle  that  pulses  with  blue 
light  if  rain  or  snow  is  in  the  forecast) 
($125).  Another  company  sells  a  cute 
plastic  bunny  called  Nabaztag  ($165), 
which,  like  Chumby,  picks  up  the 
Internet  from  your  Wi-Fi  router  and 
feeds  you  a  wealth  of  information, 
with  the  added  (and  superannoying) 
feature  of  being  able  to  speak. 

My  Nokia  N800  tablet  computer 
mostly  serves  as  a  fancy  touch-screen 
remote  control  for  a  music  server  but 
also  feeds  me  news  headlines,  runsl 
photo  slide  shows  and  plays  Internet 
radio.  (I  also  use  it  to  Web-browse, 
e-mail  and  make  phone  calls  via  Skype.  That's  a  lot  of  gadget 
goodness  for  under  $300.)  In  my  living  room  another  ambient 
device,  Logitech's  Squeezebox  music  player,  pulls  music  from 
the  Internet  and  scrolls  news  feeds. 

The  biggest  ambient  device  may  end  up  being  the  digital 
picture  frame.  These  things  were  a  hit  over  the  holidays  with 
sales  up  fivefold  from  the  year  before,  according  to  NPD  Group. 
While  most  frames  just  display  pictures  stored  on  memory 
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Daniel  Lyons  (dlyons@forbes.com)  writes  the  Secret 
Diary  of  Steve  Jobs  at  fakesteve.blogspot.com.  His  novel, 
Options,  came  out  in  October  2007. 
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A  special  excerpt  from  the  journal  of  high-performance  business 
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Why  winning  the  wallets 
of  China's  consumers  is 
harder  than  you  think 

Although  they  often  behave  like  the  new 
global  citizens,  China's  modern  consumers 
have  many  unique  traits  that  aren't 
immediately  obvious  to  marketers.  New 
research  into  buying  habits  and  brand 
preferences  shows  the  risks  of  misreading 
this  complex  and  fast-changing  market. 


his  article  is  one  in  a  series  excerpted  from  Outlook,  o 
journal  of  high-performance  business.  The  content  derive 
from  our  groundbreaking  research,  initiated  in  2003,  to 
empirically  determine  the  characteristics  that  enable  high 
performance  businesses  to  consistently  outperform  thenT 
peers  over  the  long  term.  To  date,  over  6,000  companies 
have  been  studied,  including  more  than  500  that  m 
criteria  as  high  performers. 


r 


It's  a  simple  but  fundamental  point:  if  an 
organization  wants  to  be  a  high-performance 
business,  it  must  achieve  and  maintain  a 
competitive  position  in  attractive  markets. 
That  is,  it  must  attain  the  right  market  focus 
and  position,  a  key  building  block  of  all  high- 
performance  businesses.  For  many  multination- 
als over  the  past  decade,  China  has  been  the 
most  attractive  emerging  market  of  all. 

Many  non-Chinese  businesses,  however,  have 
been  unable  to  achieve  a  prominent  and  defen- 
sible competitive  position  in  China.  In  part, 
that's  because  they've  often  misread  Chinese 
consumers,  seeing  them  as  interchangeable  with 
consumers  elsewhere  and  failing  to  discern 
their  unique  traits.  New  Accenture  research 
into  the  buying  habits  and  brand  preferences 
of  the  Chinese  shows  the  risks  of  misreading 
this  complex  and  fast-changing  market. 


Our  poll  of  China's  current  class  of  leading-edge 
consumers— the  largely  younger,  wealthier,  urban 
group  on  whom  the  next  waves  of  consumers 
will  model  their  buying  behavior-made  it  abun- 
dantly clear  that  Chinese  consumers  are  not  a 
monolithic  group.  As  is  true  in  other  countries, 
it  is  a  matrix  of  microsegments  that  need  to  be 
broken  down  by  region,  product  category,  buyer 
segment  and  more.  The  degree  and  importance 
of  these  differences  regularly  catches  companies 
by  surprise. 

What  can  multinationals  do  to  avoid  unpleasant 
surprises?  At  a  broad  level,  they  need  to  return 
to  the  fundamentals  of  marketing  that  apply  in 
any  situation  or  country.  More  particularly,  compa- 
nies should  refocus  on  the  marketing  funnel-the 
stage-by-stage  measurement  and  management  of 
customers'  perceptions  and  actions,  from  brand 
awareness  through  loyalty.  The  companies  that  are 
succeeding  in  China  are  correctly  gauging  what 
consumers  need,  and  what  they  value,  at  each  stage 
of  the  funnel. 


Awareness:  What's  Mandarin  for  "friend"? 

Our  research  found  that  word  of  mouth  carries 
exceptional  weight  with  most  Chinese  consumers. 
Chinese  car  manufacturer  Geely  Automobile  Hold- 
ings sponsors  owners'  clubs,  which  help  build 
brand  loyalty  and  all-important  word-of-mouth 
advertising.  One  Geely  executive  notes  that  prospec- 
tive buyers  won't  hesitate  to  ask  the  driver  of  a 
Geely  what  he  thinks  of  the  car.  Similarly,  product 
reviews  have  unusually  powerful  leverage  in  helping 
a  brand  to  get  recognition.  And  endorsements— 
for  toothpaste  from  medical  trade  associations, 
for  instance— go  a  long  way  toward  strengthening 
those  reviews,  especially  with  older  consumers. 

In  fact,  China's  consumers  rely  on  a  wider  range 
of  inputs  for  information  about  products  than  their 
counterparts  in  other  markets,  as  shown  by  the  high 
number  of  information  sources  for  which  usage  is 
more  than  50  percent.  The  message  to  multination- 
als? Don't  let  giant  deals— mass-media  sponsorships 
of  the  2008  Olympics,  for  example— sideline  other 
mechanisms  for  building  awareness. 


Consideration:  Beware  of  crouching  tigers 

Several  strong  Chinese  brands  have  emerged  as 
"crouching  tigers,"  ready  to  ambush  non-Chinese 
multinationals.  They  include  powerhouse  Haier  Co., 
computer  maker  Lenovo,  White  Rabbit  milk  candy 
and  Wong  Lo  Kat  herbal  tea.  Fully  95  percent  of  the 
country's  consumers  who  are  aware  of  these  and 
other  Chinese  brands  actively  consider  buying  them, 
according  to  Accenture's  study. 

But  multinationals  should  not  overly  fear  a  surprise 
attack:  Accenture  found  that  the  country's  leading-edge 
consumers  are  very  open  to  considering  overseas  brands. 
At  the  same  time,  openness  to  brands  from  overseas 
is  not  universally  applicable  across  product  and  service 
categories.  Foreign  automobiles  may  be  warmly 
received,  but  Financial  brands  face  higher  hurdles. 

Shop:  Shopping  starts  with  shipping 

Last  year,  General  Motors  Corp.'s  sales  in  Chengdu- 
a  provincial  city  1,000  miles  inland  from  Shanghai- 
grew  about  40  percent,  twice  as  fast  as  its  sales  in 
Beijing.  UPS  and  FedEx  are  rapidly  building  express- 
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parcel  networks  across  the  country.  But  just  because 
some  well-known  multinationals  are  making  headway 
reaching  customers  farther  from  China's  ports  and 
major  air  hubs  doesn't  mean  it's  a  simple  matter  to 
get  products  to  where  shoppers  can  experience  them 
firsthand— and  buy  them. 

China  continues  to  be  dogged  by  tremendous  logistics 
challenges.  Logistics  costs  are  up  to  three  times  as 
high  as  those  in  the  United  States,  the  United  King- 
dom or  Japan.  Demand  vastly  outstrips  supply  on  all 
fronts:  road,  rail,  ports,  air  and  rivers.  While  progress 
is  being  made  in  all  these  areas,  just  getting  products 
onto  shelves  will  remain  a  major  challenge  for  all 
types  of  companies. 

Purchase:  No  sales  staff  needed? 

Accenture's  study  reveals  a  smooth  shift  from 
"shopped"  to  "purchased"  for  products  and  services. 
In  other  words,  once  the  product  is  in  the  store  and 
China's  new  consumers  have  considered  it,  they're 
very  likely  to  purchase  it. 

In  general,  pricing  does  not  prevent  Chinese  consumers 
from  considering  a  brand.  Averaged  across  all  types  of 
purchases,  affordable  price  barely  rates  as  a  differentia- 
tor of  whether  a  brand  will  be  considered  or  not.  For 
many  foreign  brands,  whose  products  typically  sell  at 
anywhere  from  10  percent  to  30  percent  more  than 
comparable  Chinese  brands,  such  price  insensitivity  is 
welcome  news.  But  this  finding  doesn't  apply  across 
the  board:  for  big-ticket  items  like  automobiles,  for 
example,  pricing  pops  up  as  a  concern. 

Recommend,  prefer:  Locking  in  loyalty 

In  a  market  that  is  becoming  more  "brand  mature," 
customer  loyalty  is  fast  becoming  a  major  issue  for 


any  company  selling  to  Chinese  consumers.  Fortunately, 
Accenture  found  high  conversion  rates  from  the  "pur- 
chased" to  the  "recommend"  and  "prefer"  stages  of  the 
marketing  funnel.  In  the  case  of  products  from  most 
countries,-  more  than  80  percent  of  Chinese  consumers 
who  purchased  those  products  would  recommend 
them  to  others. 

Given  the  high  reliance  on  word-of-mouth  marketing 
with  younger  urban  consumers,  it's  easy  to  see  the 
opportunity  to  set  up  a  virtuous  marketing  cycle  in 
which  strong  recommendations  drive  further  sales. 
But  word-of-mouth  marketing  is  not  without  its  sting: 
If  a  recommended  product  later  disappoints  the  buyer, 
the  recommender  and  buyer  both  lose  face-a  serious 
matter  in  China. 

Extra  effort 

Segmenting  and  winning  over  China's  consumers 
is  far  from  easy.  It  demands  extra  levels  of  market 
research  and  analysis  to  correctly  gauge  the  size 
and  scope  of  the  market  opportunities  in  the  first 
place,  along  with  a  back-to-basics  concentration  on 
what  drives  conversions  at  each  stage  of  the  market- 
ing funnel.  But  China  is  the  21st  century's  land  of 
opportunity.  And  in  China,  more  so  perhaps  than 
anywhere  else,  there  is  the  chance  to  spin  a  fast 
sales  cycle  thanks  to  the  strength  of  word-of-mouth 
marketing  among  the  new  spending  class. 

As  the  nation's  economic  wealth  trickles  down, 
legions  of  Chinese  customers  are  joining  the  newly 
affluent  every  week.  The  opportunities  will  be  even 
greater  tomorrow  than  they  are  today.  That's  great 
news— but  only  for  the  companies  that  can  quickly 
pinpoint  the  factors  that  matter  most  to  the  customers 
they've  determined  they  want  to  reach. 


To  read  this  and  other  Outlook  articles  on  high  performance  in  full,  and  to  review  findings 
of  our  High  Performance  Business  research,  please  visit  accenture.com/research-articles  or 
call  toll  free:  1-888-688-7886. 
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High  performance.  Delivered. 


irds,  some  high-end  models  now  can  connect  to  the  Internet, 
urrently  all  most  of  them  do  is  zip  photos  back  and  forth,  but 
rice  this  thing  can  attach  to  the  Net  why  not  add  all  the  fun  stuff 
lat  you  can  get  on  a  Chumby? 

In  fact,  that's  Phase  2  of  Tomlin's  master  plan.  He  aims  to 
t  people  attach  non-Chumby  devices  like  picture  frames  and 
et-connected  LCD  TVs  to  the  Chumby  Network.  He's  trying  to 
srsuade  hardware  makers  to  use  the  Chumby  Network  rather 


Technology 


than  build  their  own  online  services. 

One  way  or  another,  Chumby-like  streams  will  soon 
be  coursing  through  things  all  around  us:  our  TVs,  photo  frames, 
clock  radios,  portable  music  players,  GPS  navigation  screens  in 
the  car.  One  of  China's  hottest  advertising  plays  is  Focus  Media, 
which  has  140,000  networked  LCD  billboards  and  TV  screens 
throughout  the  teeming  country.  Information  overload  is  about 
to  go  into  overdrive.  F 


Cable 
Capture 

($6.50) 

Its  bowl  shape  makes  it 
eminently  stackable, 
but  it  swallows  only  8 
feet  of  cable.  And 
building  a  cord-gobbling 
tower  can  get  a  little 
pricey  at  $6.50  a  pop. 


Cord  Gobblers 

When  digital  spaghetti  musses 
your  desk,  it's  time  to  restore  order 
with  one  of  these  organizers. 
By  Zack  O'Malley  Greenburg 


Cableyoyo 


($5) 

An  even  thinner  spool 
(one-third  of  an  inch), 
but  its  design  keeps  cords 
from  overlapping, 
ensuring  smooth  uncoiling. 
Also  has  a  handy  adhesive 
strip  on  the  back. 


MONEY  MAN 


Mr.  Cool  Surfs 
The  Web 


Dapper  Ryan  Jacob,  the  champ  Internet  stock  picker, 
has  seen  boom  and  bust.  With  Net  stocks  back  in  the 
drink,  he  shows  where  to  find  tomorrow's  winners. 

By  Michael  Maiello 


WITH  HIS  THICK  SHOCK 
of  hair,  gym-toned 
physique  and  elegant 
clothes,  Ryan  Jacob  is  a 
study  in  cool.  He  has 
unflappably  dared  much  for  Web  invest- 
ing and  has  borne  up  when  it  has  disap- 
pointed. 

Jacob,  38,  is  so  cool  that  he  smoked 
cigarettes  in  the  third  grade.  A  Silicon 
Alley  celebrity  in  the  1990s,  the  then 
single  Jacob  became  a  media  fixture  who 
shared  an  apartment  with  a  trio  of  women 


(not  involved  with  them  romantically,  he 
says).  New  York's  Village  Voice  praised  his 
body  and  was  awed  by  his  "gym  hound" 
discipline.  Today  he  is  married  with  two 
kids  and  recently  moved  to  Redondo 
Beach,  Calif,  where  he  has  taken  up  surf- 
ing. Jacob  gets  excited  by  gadgets  and 
world-changing  technologies.  He's  an 
iPhone  addict  but  only  recently  an  Apple 
shareholder. 

You  can  argue  that  Jacob's  cool  quo- 
tient has  allowed  him  to  keep  up  with 
trends  on  the  Web  and  exploit  them  prof- 


itably. Then,  when  matters  don't  go  wel 
to  have  the  savoir-faire  to  bounce  back. 

In  the  late  1990s  the  mutual  fund  h 
ran,  Kinetics  Internet,  posted  triple-dig 
returns.  "The  world  doesn't  operate  by  th 
old  rules  anymore,"  he  grandly  pre 
nounced  back  then.  In  December  1999  h 
opened  his  Jacob  Internet  fund,  only  t 
watch  it  tumble.  In  2003  came  a  euphori 
recovery  of  Web  stocks,  just  in  time  t 
save  both  these  funds.  Jacob  Internet  i 
having  a  rough  go  so  far  this  year,  with 
loss  of  1 1.8%.  Bear  with  me,  he  says:  Thl 
Web  this  time  is  not,  as  it  was  in  2000-02 
the  cause  of  the  market  malaise. 

With  a  gambler  like  this,  you  can  b 
fairly  confident  of  outperforming  in  an  uj 
market.  If  only  you  knew  just  when  tha 
would  be. 

Of  the  11  Web  funds  that  Lippei 
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As  a  fourth-year  music  student  studying  at  one  of  America's  Historically  Black  Colleges  and 
Universities  (HBCU),  Justin  may  one  day  lead  the  next  great  musical  movement.  A  commitment 
to  developing  future  leaders  is  why  Honda  created  HBCU  programs  such  as  the  Honda  Campus 
All-Star  Challenge  and  Honda  Battle  of  the  Bands.  We  believe  the  work  done  by  America's 
Historically  Black  Colleges  and  Universities  is  truly  worth  a  standing  ovation.  The  Power  of  Dreams 

For  information  about  America's  Historically  Black  Colleges  and  Universities  visit  hbcu-central.com  or  honda.com.  ©  2006  American  Honda  Motor  Co.,  In: 


MonftyMnvestiag  

researchers  list,  the  $55  million  Jacob 
Internet  has  the  best  five-year  record, 
clocking  a  22.8%  total  return  (apprecia- 
tion plus  dividends),  versus  a  sector  aver- 
age of  14.8%.  But  it  ranked  near  the  bot- 
tom as  of  the  end  of  February. 

Jacob  Internet  charges  a  punishingly 
high  2.26%  in  annual  expenses  and  runs 
up  a  91%  annual  turnover,  which  can  add 
a  tax  burden,  though  Jacobs  investors  are 
shielded  for  now  by  the  fund's  past  losses. 
But  you  don't  have  to  think  about  that  if 
you  buy  only  some  of  his  picks. 

Jacob  has  a  long-standing  preference 
for  Internet  portals  and 
for  years  has  valiantly 
owned  Yahoo,  which  he 
considered  a  kind  of  value 
version  of  the  larger  and 
faster-growing  Google. 
After  weathering  some 
bad  days  with  Yahoo, 
Jacob  has  seen  his 
patience  pay  off  with 
Microsoft's  buyout  offer 
of  $31  per  share.  Al- 
though Yahoo  is  resisting, 
Jacob  believes  the  deal 
will  eventually  go  through 
in  the  mid-30s. 

Jacob  expects  more 
Web  stock  declines  in  the 
next  six  to  nine  months.  Still,  he's  begin- 
ning to  see  a  lot  of  value  and  is  buying  bat- 
tered shares.  The  tactic  isn't  easy  because 
some  Web  issues  could  be  irreparably 
hammered  this  time,  almost  the  way  they 
were  in  2000-02.  Even  the  venerated 
Google  is  off  35%  from  its  high. 

Jacob  says  that  small  Web  companies 
will  suffer  the  worst  in  an  economic 
downturn,  as  small  companies  tend  to 
do.  An  example:  Newly  public  NetSuite 
($281  million  market  value),  which  pro- 
vides Web-based  business  software,  could 
suffer  if  the  economy  forces  its  larger  cus- 
tomers to  pull  back.  Smaller  companies 
drove  performance  for  a  while,  especially 
in  2003,  when  Jacob  had  a  101%  return. 
No  more. 

The  second  thing  Jacob  is  sure  about 
is  that  larger  Web  firms  with  a  strong  con- 
sumer focus  will  ride  out  the  economy's 
problems  and  emerge  better  than  ever.  In 
other  words,  they  are  catching  a  wave: 


Internet  service  providers,  Chinese  por- 
tals, photo-sharing  sites  and  Google  (see 
table). 

The  six  stocks  listed  here  are  still  trad- 
ing at  pretty  high  price/earnings  multi- 
ples (except  for  Earthlink,  which  doesn't 
have  a  P/E  since  it  is  in  the  red).  Yet  look 
at  then?  through  the  lens  of  growth 
prospects  and  they  become  much  more 
affordable.  Their  PEG  ratios— that  is, 
price/earnings  multiples  divided  by  the 
percentage  points  in  growth  projections 
over  the  next  three  years — are  almost  all 
under  1.0.  By  contrast,  the  S&P  500  index 


Catching  the  Wave 


Jacob  thinks  these  Web  stocks,  mostly  consumer-focused,  will  thrive.  Despite 
high  P/Es,  their  PEG  ratios  (largely  under  1.0)  make  them  affordable. 


PRICE 


COMPANY 

RECENT 

52-WEEK 
HIGH 

P/E 

PEG1 
RATIO 

BROADCOM 

$19.34 

$43.07 

55 

0.8 

EARTHLINK 

7.59 

8.36 

NM 

NM 

GOOGLE 

486.44 

747.24 

36 

0.7 

SHUTTERFLY 

16.03 

37.00 

47 

1.5 

SIGMA  DESIGNS 

34.17 

73.00 

23 

0.5 

SOHU.COM 

44.31 

64.83 

50 

0.8 

Prices  as  of  Feb.  25.  'Current  year's  estimated  P/E  divided  by  three-year  projected  EPS 
growth  rate.  NM:  Not  meaningful.  Sources:  Reuters  Fundamentals  and  IBES  via  FactSet 
Research  Systems. 


is  trading  at  18  times  2007  estimated  earn- 
ings but  enjoys  expected  growth  of  15%, 
for  a  PEG  of  1.2. 

Among  Jacob's  largest  holdings  is 
Sohu.com,  the  Chinese  portal.  Because 
Sohu  has  the  exclusive  Web  rights  to  the 
Beijing  Olympics,  Jacob  thinks  it's  still 
worth  buying  at  $44  and  50  times  trail- 
ing earnings.  Olympic  sponsors  wanting 
to  reach  Chinese  consumers  on  the  Web 
will  have  to  advertise  with  Sohu,  which 
in  2005  won  a  fierce  bidding  war  for  the 
honors.  The  risk  here  is  that  the  Chinese 
government  is  unpredictable  about  what 
it  will  and  won't  allow  its  citizens  to  see 
on  the  Web. 

Google  was  recently  his  second- 
biggest  stock,  but  he  has  pulled  back  as  the 
company  suffered  from  revelations  that  ad 
clicks  were  flat  in  January.  Of  course,  that 
may  be  a  function  of  the  company's  push 
to  reduce  "poor  quality"  clicks  by  ending 
contracts  with  ad-only  sites.  Thus,  the 


thinking  goes,  Google  would  be  able 
charge  advertisers  more. 

Jacob  was  too  skittish  to  buy  Goo 
during  its  2004  initial  offering  (at  $85). 
bought  the  stock  two  years  later,  at  $4 
and  added  more  during  price  dips  aft 
ward.  While  he's  concerned  by  the  grov 
slowdown,  he  remains  impressed 
Google's  protean  innovative  spirit.  Init 
tives  like  Gmail  and  Google  Docs, 
online  competitor  of  Microsoft  Offi 
might  even  make  a  profit  someday. 

While  Jacob  is  mainly  into  pure  W 
plays,  he  does  dabble  in  some  backb 
companies — especin 
those  that  design  g< 
for  cable  and  phc 
companies  rushing  ir 
broadband.  Broadcc 
for  example,  mak 
chips  that  deliver  trip 
play  Internet,  cable  a 
phone  service.  Sigr 
Designs  develops  chi 
for  Blu-ray  DVD  pla 
ers,  the  winner  in  tj 
high-definition  fornl 
sweepstakes.  "Sigma  v 
have  a  hammerloc 
Jacob  says. 

With  Shutterfly, 
online  photo  servic 
you  go  on  vacation  with  a  digital  came 
and  upload  your  photos  to  the  site,  whi> 
stores  and  organizes  them  for  free.  Tb 
the  company  sells  you  prints  and  ove 
priced  mousepads.  There's  a  tie-dov 
effect  that  keeps  Shutterfly  from  having 
lower  prices  when  competitors  do.  On 
people  send  over  all  their  pictures,  thi 
are  unlikely  to  go  through  the  hassle 
switching  to  a  competitor. 

Jacob  occasionally  takes  a  flier  on 
company  in  need  of  restructuring.  Such 
one  is  EarthLink,  the  Net  service  providl 
whose  forays  into  other  areas  proved  di 
astrous.  The  firm  has  booked  six  conseci 
tive  quarterly  losses.  Under  a  new  chi; 
executive  since  last  year,  it  is  retreatir 
from  an  ambitious  plan  to  roll  out  free  o 
low-cost  Wi-Fi  networks,  which  were  1 
give  wireless  citywide  Web  access  to  an} 
one  in  places  ranging  from  Philadelphia  t 
Anaheim.  The  Web  wants  to  be  free,  bl 
it  does  have  limits. 
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s,  not  coverage. 


FOR  SMALL 
BUSINESS 


We  provide  affordable  coverage  for  more 
small  businesses  than  any  other  carrier. 
Call  today  and  find  out  how  we  can  help  you. 


1.866.438.5837 


jhctoday.com/sbforbes 

)r  contact  your  broker. 


UnitedHealthcare1 

Healing  health  care. Together. 


ly  do  more  small  businesses  nationwide  choose  UnitedHealthcare  than  any  other  carrier?  Well, 
offer  a  wide  range  of  solutions  that  help  control  costs,  while  providing  small  businesses  with 
i  coverage  they  need.  More  physician  offices  accept  us  than  anyone  else.  And  Fortune  magazine 
ned  us  America's  most  admired  health  care  company  for  innovation  in  2007.  Simply  put,  it's  health 
/erage  made  for  you  and  your  bottom  line. 

108  United  HealthCare  Services,  Inc.,  #1  for  small  business  and  total  number  of  small  business  members  covered  based  on 
edHealthcare  membership  systems  (December  2007)  for  groups  with  2-99  employees.  Insurance  coverage  provided  by  or  through 
ed  HealthCare  Insurance  Company  or  its  affiliates.  Administrative  services  provided  by  United  HealthCare  Insurance  Company,  United 
IthCare  Services,  Inc.,  or  their  affiliates.  UHCEW364299-000 


en  mobile  phone  interference 
buzzes  into  your  conference  call, 
he  last  thing  on  your  mind  is  the 
business  at  hand. 


^POLYCO 


1TERN ATIONAL  INVESTING 





The  Globe's 
New  Stars 

Budding  multinationals  from  booming  emerging 
nations  are  gaining  strength.  Here  are  the  best 
of  the  bunch  By  Godwin  Maidment 


PROTOTYPE  MULTINATIONAL 
of  the  19th  century:  Singer 
Sewing.  This  globe-straddling 
giant  even  had  a  plant  in 
Russia.  R.I.P. 
Classic  20th-century  multinational: 
>rd  Motor.  Henry  Ford  was  early  in  set- 
lg  up  factories  overseas  and  giving  them 
ot  of  autonomy.  Company  not  doing  so 
;11  at  the  moment. 

Potential  winner  for  the  21st  century: 
;mex  Here's  a  powerhouse  (sales:  $21.7  bil- 
>n)  from  Mexico,  a  nation  with  a  back- 
ird,  corrupt  economy.  It  has  taken  over 
most  30%  of  the  world  cement  industry. 


The  U.S.  cement  business  used  to  belong 
to  homegrown  outfits  like  Lehigh  Cement 
and  Lone  Star  Industries.  But  now  Cemex 
sales  equal  those  of  the  largest  ten  Ameri- 
can cementmakers  combined. 

The  day  when  U.S.  and  European  cor- 
porations ruled  the  world  is  over.  They  are 
sharing  power  now  with  upstarts  from 
India,  China  and  Brazil.  Third  World  pro- 
ducers have  two  things  going  for  them: 
access  to  cheap  labor  and  high  growth  in 
the  home  market.  Output  will  expand 
9.6%  this  year  in  China,  more  like  2%  in 
Europe  and  North  America.  The  World 
Bank  projects  that  emerging  nations'  share 


Get  the  cure 
for  Conference 
Call  Cringe. 


Learn  how  the  newest  Polycom 
conference  phones  deliver  clarity 
to  your  business  communications 
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O  2008  Polycom,  Inc.  All  rig1  "s  reserved.  Polycom  and  the  Polycom  logo 
are  trademarks  o!  Polycom  inc.  in  the  U.S.  and  various  other  counti  ies. 


Listed  Only  on  Their  Home  Bourses 


Some  great  companies  don't  have  ADRs,  such  as  India's  Ranbaxy  Laboratories,  which  hopes  to  overtake  the  likes  of  Teva 

Pharmaceutical  in  the  generic  drug  realm. 


COMPANY  1  COUNTRY  1  BUSINESS 

52-WEEK 
RECENT  HIGH 

P/E  COMMENTS 

HON  HAI  PRECISION  INDUSTRY  1  Taiwan  1  computer  peripherals 

$6.22  $7.93 

16    Apple's  iPod  manufacturer 

JOHNSON  ELECTRIC  HOLDINGS  1  China  1  small  electric  motors 

0.47  0.74 

1 4    40%  share  of  micromotors  (for  toothbrushes,  etc) 

MAHINDRA  &  MAHINDRA  1  India  1  motor  vehicles  &  tractors 

16.56  22.08 

1 1    Stealing  sales  from  Deere;  double-digit  growth 

RANBAXY  LABORATORIES  1  India  1  pharmaceuticals 

10.97  12.44 

21    Aiming  to  become  generic  drugs  kingpin 

Prices  as  of  Feb.  27,  in  U.S.  dollars.  Source:  Worldscope  via  FactSet  Research  Systems. 

of  the  global  economy  will  grow  to  one- 
third  by  2030  from  24%  now. 

The  non-Western  multinationals  are 
battle-hardened.  They  survived  the  late- 
1990s  Asian  financial  meltdowns.  Also, 
they  are  used  to  squeezing  profits  out  of 
the  cheap  prices  they  charge  customers  at 
home,  where  average  incomes  are  lower 
than  in  the  West.  Some  telecom  concerns 
in  China,  India,  Latin  America  and  North 
Africa  thrive  selling  pennies-a-minute 
phone  packages.  The  Indian  conglomer- 
ate Tata  is  offering  a  $2,500  car.  China's 
Techtronic  Industries  peddles  Ryobi  power 
tools  at  bargain  prices  in  Asia. 

To  pick  the  emerging  stars,  we  started 
with  a  list  of  100  selected  by  Boston  Con- 
sulting Group  from  3,000  companies  in 
12  developing  economies,  on  the  basis  of 
stability  and  business  prospects.  Then  we 
assessed  them  for  earnings  growth,  return 
on  equity  and  debt  coverage. 

The  tables  on  this  page  list  eight  of 
these  emerging  growth  companies.  Four 
are  available  as  American  Depositary 
Receipts.  The  others  are  not;  here  you 
have  a  choice  between  converting  to  a 


foreign  currency  and  having  your  broker 
place  an  order  on  a  foreign  bourse,  or 
trying  to  pick  up  some  of  the  few  shares 
trading  the  U.S.  over-the-counter  market. 
The  former  is  going  to  cost  you  at  least  1% 
in  one-way  transaction  fees.  The  latter  is 
not  easy;  an  average  of  only  20,000  shares 
a  day  of  Johnson  Electric,  for  instance, 
trade  in  the  U.S. 

On  our  Web  site  (seeforbes.com/extra) 
we  show  more  financial  data  and  expand 
the  list  to  20  companies. 

Infosys  is  the  Indian  software  house 
founded  by  Narayana  Murthy  in  1981 
with  a  handful  of  friends  and  today's 
equivalent  of  $600.  This  was  the  first 
Indian  company  to  list  on  Nasdaq  and 
one  of  the  first  foreign  firms  to  meet  the 
Sarbanes-Oxley  requirements.  Its  sales 
have  risen  from  $122  million  in  1999  to 
$3.1  billion  in  fiscal  2007.  North  America 
accounts  for  63%  of  revenue. 

Infosys'  rival  on  its  home  turf  is  Wipro. 
Morningstar  researchers  say  Infosys  leads 
Wipro  in  average  contract  size  ($6.5  mil- 
lion to  $4.8  million),  although  it  still  trails 
on  revenue  per  employee  ($42,800  to 


Emerging  Multinationals  With  ADRs 


$64,000).  For  its  December-ending  quart 
Infosys  posted  a  42%  hike  in  net  incomi 
It  has  survived  a  rising  rupee,  making  i 
services  more  expensive  to  dollar-base 
customers. 

Taiwan  Semiconductor  Manufactui 
ing,  the  first  and  largest  contract  chip 
maker,  is  another  standout.  Founded  b 
Morris  Chang  in  1987,  Taiwan  Semi  doe 
work  for  tech  firms  ranging  from  NXP  I 
Broadcom.  With  revenue  of  $9.7  billion  i| 
the  fiscal  year  that  ended  in  Decemba 
2006,  the  company  holds  nearly  50%  c 
the  global  market  for  outsourced  chip 
Analysts  polled  by  Thomson  Financi 
expect  long-term  profit  growth  of  20% 
year.  The  stock  yields  4.7%. 

Long-term  investors  might  conside: 
among  the  non-ADR  choices,  India's  Rari 
baxy  Laboratories.  This  ambitious  littl) 
company  aims  to  be  one  of  the  world 
largest  makers  of  generic  drugs.  It  has 
way  to  go,  with  revenue  of  $1.4  billion 
compared  with  $8.4  billion  for  Israel 
Teva  Pharmaceuticals.  But  Ranbaxy  s  to 
line  is  growing  faster,  with  a  24%  increasi 
projected  this  year,  to  Teva's  minus  5% 


Available  on  U.S.  exchanges,  these  are  making  a  mark.  Jetmaker  Embraer  of  Brazil,  for  instance,  has  moved  past  rival 
Bombardier  of  Canada  in  the  market  for  smaller  planes  sold  to  regional  airlines  (which  service  smallish  communities). 


COMPANY  1  COUNTRY  1  BUSINESS 

52-WEEK 
RECENT  HIGH 

P/E  COMMENTS 

1  CEMEX1 1  Mexico  1  construction  materials 

$28.39  $41.36 

9    Cheap  because  of  selloff  in  housing  stocks 

EMBRAER1 1  Brazil  I  aerospace  &  defense 

47.40  52.83 

21     Has  overtaken  Bombardier  in  regional  jets 

|  INFOSYS  TECHNOLOGIES1 1  India  1  information  technology  services 

42.00  56.16 

20    Bigger  contracts  than  home-turf  rival  Wipro 

TAIWAN  SEMICONDUCTOR  MFG1 1  Taiwan  I  semiconductors 

10.24  11.81 

1 5    Largest  contract  chip  manufacturer 

Prices  as  of  Feb.  27,  in  U.S.  dollars.  'American  Depositary  Receipt.  Source:  Worldscope  via  FactSet  Research  Syst 
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STOCK  FOCUS 


Japan's  Asia  Play 

Shuhei  Abe,  a  disciple  of  George  Soros,  looks  for 
Japanese  companies  that  are  heading  to  developing 
neighbors  By  Chana  R.  Schoenberger 


w 


[ALK  INTO  A  SOUTH 
Korean  convenience 
store  and  you  might 
think  you're  in  Japan. 
You'll  see  refrigerator 
cases  lined  with  a  Japanese  treat:  sea- 
weed-wrapped rice  cakes  called  onigiri. 
The  only  difference  is  that  in  Japan  the 
snacks  are  stuffed  with  salmon  or  pickled 
plum,  and  in  Korea  you  get  spicy  kimchi 
or  barbequed  pork. 

To  investor  Shuhei  Abe,  the  migration 
of  Japanese  food  to  Korea  reveals  how 
similar  Asian  tastes  are — and  how  much 
opportunity  exists  for  Japanese  companies 
in  saturated  domestic  markets  to  move 
out  into  Asia. 

When  Abe  began  watching  Japanese 
stocks,  in  the  early  1980s,  the  country's 
economy  was  easy  to  understand:  "U.S.  to 
consume,  Japan  to  produce,"  he  recalls.  As 
a  junior  equities  analyst  at  Nomura,  the 
Japanese  bank,  he  followed  VCR  makers 
like  Matsushita  and  Sharp.  Abe,  now  chief 
executive  of  the  $13  billion  Tokyo  money- 
management  firm  he  founded,  Sparx 
Group,  has  been  making  money  from  for- 
eign trade  ever  since. 

This  August  Sparx 
launched  three  Asia- 
oriented  mutual  funds  for 
American  investors.  Since 
2003  Sparx  has  sponsored 
its  Japan  Fund  for  Ameri- 
cans; annual  total  return 
since  inception,  12%,  to  9% 
for  the  Morgan  Stanley 
Japan  Index  (in  dollars). 

Abe,  53,  is  an  electric- 
guitar  player  who  adorns 
his  office  with  his  own 
colorful,  Matisse-like  still 
lifes.  For  three  years  in  the 
1980s  he  worked  in  the 


U.S.  for  George  Soros,  the  hedge  funder 
famous  for  shorting  the  British  pound  in 
1992.  Before  getting  fired  (he  won't  say 
why)  he  received  Soros'  master  class  in 
spotting  opportunities  around  the  world. 
At  home  Abe  is  a  noisy  shareholder,  try- 
ing to  shake  up  stodgy  Japanese  compa- 


porting  Japan  Inc. 


Sparx's  Abe  thinks  Japanese  consumer  goods  companies  are  among  the 
best  poised  to  take  on  the  rest  of  Asia. 


COMPANY  1  INDUSTRY 

52-WEEK 
RECENT  HIGH 

ANNUAL  EPS 
P/E  GROWTH 

Kao  1  household  products 

$30.34  $32.12 

27  3% 

Mizuno  1  sporting  goods 

6.40  7.10 

43  5 

Shiseido  1  personal  care  products 

22.39  25.36 

31'  -2 

Snow  Brand  Milk  Products  1  dairy 

2.47  4.09 

12  65 

Toto !  building  materials 

8.01  10.98 

25  5 

Uni-Charm  1  personal  care  products 

69.75  71.93 

29  -1 

Prices  as  of  Feb.  25,  in  U.S.  dollars.  So  trees:  Sparx  Group;  Worldscope  via  FactSet 

Research  Systems. 


nies.  One  was  camera  and  medical  equi 
ment  maker  Pentax,  which  he  help 
push  into  a  buyout  from  lensmaker  Ho 
last  year. 

As  a  stock  picker,  he  has  20  analy 
looking  for  Japanese  companies  findi 
new  opportunities  abroad,  especially 
the  rest  of  Asia.  Among  other  things 
likes  companies  producing  buildii 
materials  and  kitchenware  (see  tabl 
They  are  not  cheap,  mostly  selling 
multiples  far  above  the  Nikkei  inde: 
average  of  15  times  trailing  earning 
Thus  far  their  growth  rates,  still  tied 
Japan's  sluggish  economy,  don't  dazzl 
Abe's  bet  is  that  they  will  as  they  gr( 
entrenched  on  the  Asian  mainland. 

Outside  Japan  these  compani 
benefit  from  the  high  reputation  of  mad 
in-Japan  goods.  "Because  it's  Japanese,  i 
already  a  brand,"  he  says.  He  points 
Toto,  the  Japanese  bathroom-fixtu 
maker  with  a  65%  share  of  its  home  ma 
ket.  Its  electronic  toilets,  which  spr 
water,  play  music  and  feature  heate 
seats,  also  boast  superefficient  flushing 
selling  point  in  parts  of  the  world  whe 
water  is  scarce.  Toto's  foreign  operatior 
make  up  10%  of  revenue  but  contribu 
20%  of  profits.  There  seems  to  t 
untapped  potential  here. 

Other  Japanese  consumer  produc 
industries  are  similarly  poised  to  benef 
abroad,  he  thinks.  In  cosmetics,  wome 
across  Asia  are  increasingly  able  to  p 
for  costly  items  that  Japanese  wome 
have  long  used  to  pamper  themselve 
Shiseido,  early  int 
China  in  the  1980s, 

  now  one  of  the  hotte 

brands  there. 

Uni-Charm, 
maker  of  sanita 
napkins  and  diaper 
has  big  market  share 
in  China,  Thailan 
and  Indonesia.  Sport 
ing  goods  maker  Mi 
zuno  (running  shoes 
soccer  uniforms,  gol 
clubs)  has  a  large  flag 
ship  store  in  China' 
Shenyang,  opened  ii 
2004.  I 
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OUR  OLD  FLEET  SERVED  FOR  A  TIME. 

NOW 

ICE  UNIVERSAL  FLEET  MANAGEMENT 
DDS  THE  FIREPOWER  YOU'VE  MISSED. 

TAKE  THE  HELM. 


There  was  a  time,  not  long  ago, 
when  an  enterprise  administered  its 
fleet  of  printers,  copiers  and  faxes 
with  a  firm  hand.  That  era  vanished 
in  a  puff  of  smoke  when  numerous 
device  types,  vendors  and  contracts 
assailed  internal  resources.  Under 
the  gun,  IT  forces  spent  up  to 
forty  percent  of  their  time  tending 
devices  and  responding  to  the 
incoming  surge  of  help  desk  calls. 


Oce  Universal  Fleet  Management 
is  designed  for  those  who  find  the 
cost  and  complexity  of  this  battle 
untenable.  Our  comprehensive 
fleet  outsourcing  solution  gives 
you  singular  command  and  control 
over  costs,  equipment,  services, 
processes  and  print  strategy.  Oce 
Business  Services  procures,  installs, 
monitors  and  manages  your  entire 
fleet  of  hardware  and  software  and 
negotiates/avorable  multi-vendor 
contracts.  Hidden  costs  are  exposed 
and  contained. 

Best  practices  deployment,  service 
and  support  will  raise  the  caliber 
of  your  universal  fleet  and  add 
the  firepower  critical  to  your  daily 
victories.  Oce  DNA,  our  document 
needs  assessment,  will  clearly  guide 
the  way  while  you're  at  the  helm. 
Come  aboard. 

Call  888-623-2668  or  navigate  to 
www.obs-innovation.com 


Oce  Business  Services 

ADVANCING 
DOCUMENT  PROCESS  MANAGEMENT 
TO  A  HIGHER  LEVEL 


i  nccii  in 
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The  Seeing-Eye  Gene 

A  breakthrough  in  gene  research  may  offer  hope  for  the  millions 
suffering  from  macular  degeneration  |  By  Emily  Schmall 


rANDACE  COX,  A  56- YEAR-OLD 
management  consultant  from 
Scottsdale,  Ariz.,  has  watched 
eight  family  members  go 
blind,  all  as  a  result  of  age- 
related  macular  degenera- 
tion, or  AMD,  which  afflicts 
9  million  people  in  the  U.S. 
One-third  of  Americans 
over  age  70  have  it.  Cox's 
eyes  have  signs  of  early 
degeneration,  but  she  is  determined  to 
outwit  her  genes.  "If  it's  inevitable,  so  be 
it,"  she  says.  "I  just  want  to  slow  down  the 
progression." 

AMD  comes  in  two  versions,  dry  and 
wet.  Most  people  will  get  only  the  dry 
kind,  which  gradually  degrades  vision  over 
years.  One  out  of  ten  dry  cases  turns  into 
the  wet  kind,  in  which  leaky  blood  vessels 
flood  the  retina.  Wet  AMD  can  completely 
destroy  vision  in  a  matter  of  weeks  or 
months  without  regular  shots  in  the  eye 
(up  to  $2,000  a  month)  of  cancer  drug 
Avastin  or  its  descendant  Lucentis,  which 
dry  up  the  leaky  vessels.  But  the  fix  is  tem- 
porary, and  it  doesn't  work  for  all. 

Dry  AMD  patients  have  only  herbs  and 
quack  remedies  to  choose  from.  But  Can- 
dace  Cox's  doctor,  University  of  Iowa  oph- 
thalmologist Gregory  Hageman,  is  at  the 
forefront  of  research  on  lasting  treatments 
for  dry  AMD.  Over  the  past  four  years 
Hageman  has  uncovered  how  AMD  is 
linked  to  three  variations  of  the  so-called 
complement  factor  H  gene,  which  is  a  cru- 
cial player  in  regulating  the  immune  sys- 
tem. One  variation  of  the  gene  produces 
proteins  that  seem  to  protect,  the  eye. 
Those  with  it  enjoy  perfect  sight  well  into 
their  90s.  Another  variation  causes  AMD. 
Since  2005  a  firm  in  New  Haven, 


A  retina  with  AMD  (left);  retinal  tissue 
(center)  with  lots  of  factor  H  protein,  in  bright 
green.  A  protective  variant  of  factor  H  may 
yield  a  drug  for  deteriorating  vision  (right). 

Conn,  called  Optherion  has  been  devel- 
oping Hageman's  ideas  into  a  drug  to 
reverse  AMD's  effects.  Animal  tests  are  just 
getting  under  way,  but  in  test-tube  experi- 
ments the  protective  complement  factor  H 
proteins  successfully  repaired  a  popula- 
tion of  red  blood  cells  damaged  by  the 
"bad"  variation.  Optherion  hopes  to  begin 
human  trials  next  year. 

A  half-dozen  other  biotechs  are  work- 
ing on  dry  AMD,  but  Optherion  controls 
the  patents  to  Hageman's  ideas,  has  raised 
the  most  early-stage  venture  funding  ($37 
million)  and  is  backed  by  veteran  biotech 
investor  David  Scheer,  who  has  launched 
eight  companies  in  20  years. 

Hageman,  who  is  now  Optherion's 
chief  scientific  officer,  began  exploring  the 
causes  of  AMD  20  years  ago.  When  he  dis- 
sected the  blistery  deposits,  called  drusen 
(German  for  "nodules"),  that  form  on  the 


surface  of  retinal  cells  in  patients  wi 
AMD,  he  noticed  that  they  contained  a  1 
of  complement  factor  H  protein,  abo 
25%  of  their  mass.  Hageman's  theor 
AMD  destroys  the  eye  because  flawed  fa 
tor  H  genes  are  signaling  immune  cells 
go  after  friendly  cells  in  the  retina. 

In  1993,  without  much  data  to  su 
port  him,  Hageman  told  his  theory  to  £ 
audience  at  an  ophthalmology  confe 
i  *fer         ence.  "They  laughed  me  c 
the  stage,"  he  says.  B 
Pharma  passed  on  his  th 
ories  for  years.  "They  eith 
didn't  get  it  or  didn't  belie 
it,"  says  Pamela  York,  dire 
tor  of  the  University  of  Iowa's  researc 
foundation. 

But  in  2005  Hageman  showed  th. 
half  of  AMD  patients  had  a  flawed  facte 
H  gene.  Later  that  year  he  converted  moi 
doubters,  offering  evidence  that  85%  » 
AMD  cases  could  be  pegged  to  one  of  ff 
three  complement  factor  genes.  The  pap« 
also  uncovered  the  super-vision  factor  1 
variation.  Optherion  is  now  cloning  th; 
gene's  protein  into  a  drug.  The  long  bet 
that  a  drug  to  fix  a  flawed  complemer 
pathway  can  treat  many  diseases.  "Th 
complement  system  is  involved  in  ever) 
thing  from  asthma  to  heart  disease,"  sa) 
Optherion  Chief  Executive  Colin  Foster. 

Some  ophthalmologists  think  it's 
mistake  to  depend  on  a  single  geneti 
location  for  identification  and  treatmen 
When  Michael  Gorin,  an  ophthalmology 
at  UCLA,  replicated  Hageman's  2005  stud 
he  found  that  50%  of  patients  carrying 
single  copy  of  flawed  complement  H  gen 
never  develop  AMD.  "You've  scared  a  lot  c 
people,  and  we  don't  know  whether  th 
disease  will  ever  manifest  itself" 
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FEWER 

SICK  DAYS. 

MORE 

"GET  WELL" 

DAYS. 


That's  doctor  recommended  health  care. 

And  when  it  comes  to  maximizing  workforce 

productivity,  no  one  delivers  like  Americas  family 

physicians.  Recent  data  proves  that  employees  who 

use  patient-centered  primary  care  enjoy  better 

health  at  lower  costs — 26  percent  lower  in  IBM's 

program.  Enhanced  preventive  services,  powered 

by  the  latest  technologies,  mean  fewer  sick  days 

and  more  "on  the  job"  days.  The  health  of  your 
AMERICAN  ACADEMY  OF  ,  ■ .  .     .  , 

FAMILY  PHYSICIANS  workforce — and  your  business— depends  on  it. 

strong  medicine  for  America  www.famLlydoctor.org/ familydoc 


THE  SPIRIT  OF  YACHTING 


Special  Advertising  Sel 
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Unparalleled  views  in  an  idyllic  sett 
define  the  luxury  charter  experience. 

'///1/in  n  11 

NAVIGATING  YOUR  LUXURY  YACHTINd 
DREAMS  WITH  PRECISION 


he  superyacht  industry  is  forg- 
ing full  steam  ahead  despite  the 
current  global  credit  crunch. 
According  to  superyacht  spe- 
cialist Burgess,  last  year  proved  to  be  one  of 
the  best  years  in  history  for  overall  sales 
and  market  share.  Inventory  is  short,  ship- 
yard order  books  are  filled  for  the  next 
three  to  four  years,  and  pre-owned  yachts 
are  holding  their  value  because  there  are 
simply  more  buyers  than  ever  before. 

In  fact,  there  are  almost  450  yachts  afloat 
worldwide  in  the  "165  feet  and  larger" 
category.  About  120  yachts  in  the  same 
category  are  currendy  under  construction 
for  delivery  before  the  year  201 1 .  This  trans- 
lates to  an  almost  30%  increase  in  this  sector 
of  the  market  within  the  next  three  years. 

"It's  staggering  how  many  people  are  still 
entering  the  market,"  says  Tim  Wiltshire, 
brokerage  director  at  Burgess'  London 
office.  "Once  people  are  in  the  superyacht 
game,  once  they  own  a  yacht,  they  are 
unlikely  to  leave."  Burgess  Chief  Executive 
Officer  Jonathan  Beckett  says  this  growth 
pattern  will  continue:  "The  highest-net- 


^  *  Many  of  our  clients  are  regular  charterers,  returning  year  after  year, 
secure  in  the  knowledge  that  all  their  requirements  will  be  matched  to 
perfection  and  will  be  handled  with  both  discretion  and  confidentiality. 

Neil  Hornsby,  Burgess  Charter  Director 


worth  market  is  growing  at  nearly  8.2%  a 
year,  so  there  are  simply  more  people  with 
the  means  and  desire  to  own  a  superyacht." 

Indeed,  the  rising  wealth  of  emerging 
nations  continues  to  translate  into  personal 
investment  in  high-value  luxury  yachts. 
Much  of  that  value  begins  in  the  concept 
of  charter  vacations,  where  prospective 
owners  can  sample  the  luxuries  of  yachting 
before  they  invest  in  it  long-term. 

NEW  TO  YACHTING? 
SAIL  WITH  BURGESS 

The  Burgess  yachting  experience  begins 
with  a  salute  to  "The  World's  Billionaires," 
a  breed  of  worldwide  visionaries  who  seek 
the  perfect  excursion  that  a  Burgess  char- 
ter experience  can  render. 

Burgess  professionals  are  standing  by  in 
offices  around  the  world  to  cater  to  the 


billionaire  yachting  experience.  Til 
expertise  began  more  than  30  years  ago, : 
in  addition  to  charter  and  sales,  there 
specialist  divisions  dedicated  to  new  c 
struction  and  operational  management] 
superyachts  from  1 30  feet  (40  meters)  and 
Whether  your  adventuresome  spirit  ur 
you  to  explore  a  deserted  island  paradis 
the  Bahamas  or  snorkel  among  ancil 
ruins  in  southern  Turkey,  your  charter  y; 
experience  will  grant  you  total  freedom 
choice.  Request  the  Burgess  2008  Supcr)n 
living  &  Style  publication  today,  throii 
which  you  will  be  inspired  to  travel 
phenomenal  destinations  aboard  the  won 
most  glamorous  yachts. 

Burgess  Yachts 
www.  burgessyachts.  com 
New  York:  +1  212-223-0410 
London: +44  20  7766  4300 
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Billionaires 

2008 


After  13  years  as  number  one  Bill  Gates  ceded  the  title  of  richest  man  on 
the  planet  to  his  friend  Warren  Buffett.  But  who's  counting?  Almost  all  their 
wealth  is  going  to  the  same  charitable  ends. 

For  the  first  time,  the  number  of  billionaires  we  identified  topped  1,000. 
On  Feb.  11,  our  counting  day,  the  combined  net  worth  of  all  billionaires  was 
$4.4  trillion,  up  $900  billion  from  last  year. 

The  club  includes  226  newcomers,  70%  of  whom  come  from  the  U.S.,  Rus- 
sia, India  or  China.  Despite  the  stock  market  turbulence  of  late,  the  469  Amer- 
icans account  for  37%  of  the  money  and  42%  of  the  list's  slots;  those  shares 
are  down  three  and  two  percentage  points,  respectively,  from  last  year.  Russia 
is  the  new  number  two  country,  with  87  billionaires. 

The  average  billionaire  is  worth  $3.9  billion,  $250  million  more  than  last 
year.  The  superrich  are  also  becoming  younger.  The  average  age  is  61,  down 
from  62  last  year,  thanks  in  part  to  big  gains  in  Russia  (average  age:  46)  and 
China  (48). 

We  have  eliminated  regional  rankings  in  favor  of  a  complete  alphabetical 
listing  that  starts  on  page  146  and  includes  citizenship,  net  worth  and  rank. 
Bios  on  all  1,125  billionaires  are  available  at  www.forbes.com/billionaires;  see 
page  16  for  a  fuller  description  of  our  Web  offerings. 


Patrice  Motsepe       Stock  Volatility       James  Dyson  98 
:  Ladreit  100   The  Youngest  109    Micky  Jagtiani  110 
John  Catsimatidis  116  *  City  Standoff  120 
Shi  Zhens  ong  122  »  Charting  the  Rich  128    Richest  by  Region  130 
Francois-Henri  Pinault  138    Bruce  Marks  144 
Complete  List  of  1,125  Billionaires  146 


WARREN  Bl 


"Dynastic  wealth,"  he  says, 
"the  enemy  of  a  meritocrao 


CARLOS  SLIM  HELU 

MEXICO  $60  BIL  

His  holdings  in  telecom, 
banking,  tobacco  and 
more  are  among  the 
largest — and  most 
valuable — in  Mexico.  His 
net  worth  doubled  in  two 
years,  thanks  mostly  to  the 
stock  run-up  of  pan-Latin 
American  wireless  telecom 
outfit  America  Movil.  In 
December  the  company 
struck  a  deal  with  Yahoo  to 
provide  mobile  Web 
services  to  16  Latin  Ameri- 
can and  Caribbean  nations. 
The  man  critics  deride  as  a 
monopolist  has  been 
stepping  up  his  charitable 
donations;  he  gave 
S500  million  last  year  to 
the  Carso  Health  Institute 
in  Mexico  City. 
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ANIL  AMBANI 

INDIA  $42  BIL 

►Year's  biggest 
gainer  is  up  $23.8 
billion,  closing  gap 
with  estranged 
brother,  Mukesh, 
who's  No.  5.  Listed 
Reliance  Power  in 
February  in  India's 
biggest  offering  ever; 
stock  tumbled. 


8 


K.P.  SINGH 

INDIA  $30  BIL 

►World's  richest  real 
estate  baron  moved 
up  54  spots  in  the 
rankings,  thanks  to 
successful  listing  of 
his  real  estate  firm 
DLF.  Plans  to  take  a 
subsidiary  public  in 
Singapore. 


7 


t>  INGVAR 
KAMPRAD 

*    SWEDEN  $31  BIL 

•4Thrifty  entrepre- 
1  neur  began  selling 
I    affordable  furniture 

in  1943.  Now  his 
■    Ikea  chain  has  273 
stores  in  40  nations; 
Europe  accounts  for 
82%  of  its  $29.9  bil- 
lion in  sales. 


Heads  world's  largest  steelmaker, 
$105  billion  (salesJArcelorMittal,  whic 
accounts  for  10%  of  all  crude  steel 
production:  recently  delivered  580  tons 
to  be  used  in  construction  of  the  World 
Trade  Center  Memorial  in  New  York. 
Asia's  richest  citizen  lives  in  London, 
making  him  Europe's  richest  resident. 


3  &  <l.  DENIS /REA /REDUX.  5.  MICHAEL  EDWARDS.  6.  ABHIJIT  BHATLEKAR  /  BLOOMBERG  NEWS.  7,  LEHTIKUVA  OY  ;  REX  USA,  8,  ABHIJIT  BHATLEKAR  /  BLOOMBERG  NEWS  9  DANIEL  LYNCH  /  REA  /  REDUX  1 
13.  SIPA  /  NEWSCOM.  14.  KIMBERLY  WHITE  /  BLOOMBERG  NEWS;  15.  REX  USA,  16.  KPIX,  17.  PATRICK  KOVARtK  /  AFP  /  GETTY  IMAGES;  18.  SAVERKIN  ALEXANDER  /  ITAR-TASS  /  LANDOV,  19,  FRANCOIS  MORI  / 


BERNARD 
ARNAULT 

FRANCE  $25.5  BIL 

•<  Stock  of  his  luxury 
goods  behemoth, 
LVMH,  fell  this  past 
year,  though  sales 
rose.  Expecting  great 
things  from  emerg- 
ing markets  like 
China,  India  and 
Russia 


17 


LI  LI  AN  E 
BETTENCOURT 

FRANCE  $22.9  BIL 

►  Worlds  richest 
woman  owns 
controlling  stake  in 
cosmetics  company 
L'Oreal,  founded  by 
her  father. 


18 


ALEXEI 
MORDASHOV 

RUSSIA  $21.2  BIL 

►  Controls  steel  out- 
fit Severstal.  Lost 
batde  for  Arcelor  to 
No.  4  Lakshmi  Mit- 
tal.  Expanding  in 
U.S.,  with  new  mill 
in  Mississippi 


16 


THEO  ALBRECHT 

GERMANY  $23  BIL 

-4  At  age  85  manages 
Aldi's  northern  chain 
with  help  of  two 
sons.  Owns  Trader 
Joe's  in  U.S.;  stake  in 
Supervalu. 


19 


PRINCE 
ALWALEED 

SAUDI  ARABIA 
$21  BIL  

►  Citigroups  biggest 
investor  upped  his 
stake  in  the  com- 
pany, despite  its 
trouble.  Listed  his 
Kingdom  Holdings. 


20 


Handcrafted,  triple-' 


MIKHAIL 
FRIDMAN 

RUSSIA  $20.8  BIL 

►  Heads  Alfa  Group, 
with  interests  in  oil, 
banking,  telecom, 
retail.  Richest  of  six 
Alfa  billionaires, 
including  two 
cofounders  who 
were  college  pals. 
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ENTERED  THE 
WHEN  SOUTH  AFRICA 
}.  TODAY  THE  ONETIME 
)WED  CAPITALIST  IS  THE 
BLACK  BILLIONAIRE. 


JTLY  SUNNY  THURSDAY  IN  iANUARY, 
.'pe,  a  vigorous  46-year-old  with  regal 
riding  through  a  gleaming  shopping 
Cape  Town  waterfront.  Suddenly  a 
.  A  half-dozen  employees  from  the 
ask  for  his  autograph.  Two  giggling 
r  sleeves  as  Motsepe  signs  their  arms 
g  while  admirers  snap  photos  with  cell 
n  approaches  Motsepe  and  nearly 
nd  laying  her  head  on  his  chest  as  he 
s  thank  you  in  Xhosa,  one  of  the  six 
s. 

vie  star  or  entertainer  but  for  South 
e.  Over  1 5  years  Motsepe,  preaching 
ed  a  low-level  mining  services  busi 
rst  black  owned  mining  company. 
TjtMC>  with  2007  revenue  of  $875  million. 
— w-r-nodities  boom,  ARMs  share  price  has 
om  $i2  to  $24.  pushing  the  value  of 
billion.  Motsepe,  a  lawyer  by  training, 
tairman.  with  a  42%  stake  in  the  com 
itake  worth  $295  million  in  Sanlam.  a 
rvices  company  outside  Cape  Town, 
g  ■>  Motsepe  has  a  modest  lifestyle,  His 
is  private  schools,  but  he  bas  only  one 
nesburg  suburb  ot  Bryanston.  and  no 
ldulgence  is  to  own  the  Mamelodi 
it  doesn't  iai  nish  nis  star  quality  dial 
h  Atricas  most  glamorous  women,  a 
ion  impresario 
in  South  Africa  such  success  comes 
an  oligarch.  Even  many  blacks  nave 
.na  y  s  1 transformation  from 
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apartheid  to  democracy  has  benefited  only  the  elite  few.  The  crit- 
icism stems  from  laws  that  require  substantial  black  ownership 
in  certain  industries,  including  mining.  A  handful  of  politically 
connected  individuals  have  grown  enormously  wealthy  as  a 
result.  One  of  Motsepe's  sisters,  Bridgette  Radebe,  who's  married 
to  transport  minister  Jeffrey  Radebe,  heads  a  mining  company 
and  is  said  to  be  among  the  wealthiest  black  women  in  the  coun- 
try. "It's  called  crony  capitalism,"  says  Moeletsi  Mbeki,  62,  brother 
of  South  Africa's  president  and  an  outspoken  critic  of  the  race- 
preference  laws.  "It's  an  anticompetitive  system." 

Motsepe  concedes  he  benefited  from  the  system  yet  says  that 
his  success  was  no  handout,  as  he  began  building  his  mining 
business  before  the  laws  started  taking  effect  in  2005.  He  says, 
"The  legislation  came  way  after  we  did  our  deals." 

Motsepe  and  his  family  were  in  a  better  position  than  most  to 
take  advantage  of  the  end  of  apartheid.  Born  in  the  sprawling 
black  township  of  Soweto  (next  to  Johannesburg),  where  his 
mother  had  grown  up,  Motsepe  is  a  member  of  a  royal  clan 
within  the  Tswana  tribe.  He  is,  in  fact,  a  prince. 

Motsepe's  father,  Augustine  Motsepe,  was  a  critic  of  the 
apartheid  regime.  Before  his  son  Patrice  was  born,  Augustine  was 
banished  by  the  government  to  Hammanskraal,  a  rural  area  north 
of  Pretoria  where  the  government  thought  he  could  do  less  damage 
(he  named  his  son  after  Patrice  Lumumba,  head  of  the  Republic 
of  the  Congo  and  one  of  the  first  black  African  postcolonial  leaders). 
There  he  opened  a  grocery  store  and  then  a  beer  hall  and  restaurant. 
"People  don't  know  that  there  were  very  successful  black  business- 
men in  the  years  of  apartheid,"  says  Motsepe. 

Though  one  of  Patrice's  maternal  great-grandfathers  came 


positive.  "Only  in  South  Africa  could  you  have  a  change  in  g< 
ernment  without  civil  war.  If  there  wasn't  the  depth  of  love  a 
caring  among  our  people,  this  would  not  have  happened." 

In  1991  Motsepe  came  to  the  U.S.  and  spent  a  year  work; 
for  the  law  firm  of  McGuire Woods  in  Richmond,  Va.  "Bowir 
Gilfillan  had  identified  him  as  a  superstar,"  recalls  McGuire  pa 
ner  George  Martin,  who  accompanied  Motsepe  and  Virgin 
then  governor  Douglas  Wilder  on  a  trade  mission  to  Soi 
Africa  the  following  year.  While  in  Virginia,  Motsepe  pursued 
interest  in  mining,  collecting  books  on  the  subject. 

Back  in  South  Africa  he  represented  mining  companies  wr 
studying  what  made  some  mines  succeed  and  others  fail.  Oft' 
the  successful  ones  were  small  and  lean:  They  didn't  have  corp 
rate  overhead  to  cover. 

It  was  a  heady  time  in  South  Africa,  between  Nelson  Ml: 
dela's  release  from  prison  in  1990  and  the  country's  first  den 
cratic  election  in  1994.  As  the  African  National  Congress  v 
grappling  with  its  transformation  from  a  left-leaning  liberati 
organization  to  a  party  in  power,  Motsepe  was  developing  I 
own  convictions  as  a  free  market  capitalist.  While  the  ANC's  m< 
policy  document,  the  Freedom  Charter,  called  for  nationalizi 
South  Africa's  mines,  Motsepe  was  convinced  that  was  the  wro 
solution.  "Nationalized  state  mines  had  failed  in  South  Amer: 
and  in  Africa,"  he  notes.  "My  comrades  would  call  me  a  bla 
capitalist.  But  I  was  saying:  Let's  be  careful,  the  Freedom  Char 
doesn't  discourage  private  enterprise." 

In  1994,  as  the  Mandela  government  came  to  power,  Motse 
left  the  law  firm  and  struck  out  on  his  own,  hoping  to  buik 
business  contracting  low-level  labor  like  sweeping,  where  woi 
ers  use  brooms  to  glean  gold  dust  from  the  rock  surface  afl 
industrial  mining  crews  have  done  their  work.  "For  nine  mont 


FOR  ALL  THE  ADULATION,  HIS  SUCCESS  IN  SOUTH  AFRICA  STILL  COMES  WITH  A  PRICE. 


from  Scotland,  the  old  government  classified  the  Motsepes  as 
African.  The  family  had  to  pull  strings  to  get  their  seven  children 
admitted  to  an  Afrikaans-language  Catholic  boarding  school  that 
was  officially  designated  for  so-called  "coloreds,"  South  Africans  of 
mixed  race.  From  age  6,  Motsepe  spent  school  holidays  working 
behind  the  counter  in  his  father's  store,  where  he  says  he  learned 
his  earliest  lessons  about  business.  "Whenever  my  father  made  a 
profit,  he  always  plowed  it  back  into  the  store,"  Motsepe  recalls. 

He  graduated  from  the  University  of  Swaziland  and  then 
became  one  of  the  few  black  law  graduates  of  the  University  of 
the  Witwatersrand  in  Johannesburg,  designated  whites-only  by 
the  apartheid  government  (Motsepe  had  to  apply  for  an  exemp- 
tion to  attend).  In  1988  he  joined  Bowman  Gilfillan,  one  of  South 
Africa's  largest  corporate  law  firms,  and  in  1993  he  became  the 
firm's  first  black  partner.  Energetic  and  affable,  Motsepe  never 
wore  his  race  on  his  sleeve,  says  Bowman  partner  and  longtime 
Motsepe  lawyer  and  confidant  Neil  Rissik. 

Indeed,  ask  Motsepe  about  what  it  was  like  to  grow  up  as  a 
black  man  under  the  violent,  racist  apartheid  regime  and  he 
responds  with  bromides.  "The  apartheid  system  was  very  bad  for 
our  people,  very  bad,"  he  says  blandly,  switching  quickly  to  the 


I  couldn't  even  afford  an  office,"  he  recalls.  "They  used  to  call  r 
the  suitcase  man  because  I  worked  out  of  my  briefcase." 

Motsepes  first  sizable  contract:  Sweeping  a  marginally  pr 
ductive  mine  in  the  town  of  Orkney,  owned  by  a  division  of  9 
year-old  mining  behemoth  Anglo  American.  Motsepe  took 
radical  approach  to  the  pay  structure.  Instead  of  the  standa 
1,000  rand  a  month  in  salary,  he  offered  the  Orkney  miners 
base  salary  of  750  rand  plus  a  profit-sharing  bonus  that  cou 
double  their  pay.  At  the  time,  750  rand  was  worth  $205. 

In  1997  Motsepe  made  a  move  to  acquire  mines  of  his  ow 
The  price  of  gold  was  dropping  while  the  rand  had  strengthene 
and  big  producers  like  Anglo  wanted  to  sell  or  shut  down  the 
older,  low-producing  mine  shafts. 

Bobby  M.  Godsell,  then  chief  executive  of  Anglo's  gold  ar 
uranium  division,  had  worked  to  bring  South  African  busine 
leaders  together  with  ANC  officials  in  the  waning  days 
apartheid.  Though  the  new  government  was  only  three  yea 
old  and  the  first  black  empowerment  law  had  yet  to  be  passe 
Godsell  wanted  to  help  black  South  Africans  get  into  the  bus 
ness.  "I  was  seeking  to  create  capitalists  out  of  people  who  he 
no  capital,"  recalls  Godsell.  Indeed,  Motsepe  says  he  tried  for 
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year  to  get  a  loan  to  finance  the  purchase  of  Anglo's  shafts,  but 
no  bank  would  front  him  the  money.  "The  banks  said,  'Are  you 
mad?'"  recalls  Motsepe. 

Godsell  turned  over  the  shafts  to  Motsepe,  who  agreed  to  pay 
the  $8.2  million  purchase  price  with  a  percentage  of  future  prof- 
its. Andre  Wilkens,  an  Afrikaner  and  longtime  Anglo  mining 
engineer,  became  the  chief  of  Motsepe's  new  company,  called 
ARMgold.  Wilkens  still  serves  as  ARM  s  chief  executive. 

Plenty  of  people  thought  Motsepe  was  making  a  huge  mis- 
take to  take  on  losing  mine  shafts  at  a  time  when  gold  was  tank- 
ing. Motsepe  says  mining  colossus  Harry  Oppenheimer,  Anglo 
Americans  late  chairman,  challenged  him:  "He  was  very  polite, 
but  he  said  to  me,  'What  makes  you  think  you  are  going  to  make 
money  where  Anglo  has  not?"' 

The  president  of  the  mineworkers 
union,  James  Motlatsi,  was  outraged 
that  a  major  mining  deal  executed  by 
a  black  South  African  would  be  for 
marginal  mines.  He  asked  the  same 
question  that  Oppenheimer  had 
asked.  "[Patrice]  wanted  me  to  sup- 
port the  deal,  but  I  said  it  will  be 
embarrassing  to  black  people  if 
Patrice  cannot  make  money  out  of  it." 

But  Motsepe's  lean  operating 
style — not  to  mention  the  sweet 
financing  deal — made  the  shafts  prof- 
itable in  the  first  year,  though  the  ini- 
tial months  were  nerve-racking  as 
gold  continued  to  fall.  "The  only  rea- 
son we  survived  was  that  our  man- 
agement style  was  fundamentally 
low-cost,"  says  Motsepe.  He  gave  jobs 
to  only  5,000  of  the  7,500  employees 
at  the  Orkney  mine  and  halved  the 
management  ranks.  He  also  slashed 
overhead  by  eschewing  a  home  office 
in  Johannesburg,  three  hours  away, 
instead  working  out  of  a  building  in 
Orkney.  He  rejiggered  work  shifts  so 
that  the  shafts  would  be  productive 

353  days  a  year,  up  from  276  days.  Within  three  years,  Motsepe 
had  paid  back  the  $8.2  million. 

In  2000  Motsepe  forged  into  platinum,  in  a  50-50  venture  with 
South  Africa's  Anglo  Platinum,  the  world's  largest  producer,  to 
develop  a  new  mine  called  Modikwa.  Motsepe  won  kudos  from 
progressives  with  that  deal  because  he  gave  a  17%  stake  in  the 
mine  to  two  nonprofit  groups  representing  the  surrounding  rural 
communities. 

In  January  2002  Motsepe  teamed  up  with  an  old  white-run 
gold  mining  company,  Harmony,  among  the  world's  biggest  gold 
producers.  In  a  deal  worth  $  1 90  million,  they  bought  another 
group  of  gold  shafts  from  Anglo,  in  a  joint  venture.  Those  shafts 
were  then  producing  a  total  of  1  million  troy  ounces  a  year. 


Power  couple:  Motsepe,  wife  Precious  Moloi-Motsepe 


By  mid-2002  Motsepe's  company,  helped  by  a  weakeni 
rand  and  a  strengthening  gold  price,  was  robust  enough  to  J 
on  the  Johannesburg  Stock  Exchange.  That  was  the  year  t 
government  was  formulating  a  draft  mining  charter,  propc 
ing  that  companies  be  at  least  26%  black-owned  in  order 
get  a  government  mining  license.  (The  draft  charter  becar 
law  in  2005.) 

Since  then,  Motsepe  has  diversified,  swallowing  up  or  forr 
ing  partnerships  with  several  other  old  mining  companies  ai 
adding  a  wide  swath  of  minerals:  precious  metals  (platinu 
and  its  cousins),  nickel,  chrome,  iron,  manganese  and  coal. 

2003  ARMgold  merged  with  Harmony,  giving  Motsepe  a  sta 
in  the  gold  miner  (ARM  now  owns  16%  of  Harmony).  Then 

2004  Motsepe  did  a  complex  transaction  involving  ARMgo! 
Harmony  and  Avmin,  a  miner  of  base  and  precious  metals  wi 
an  exploration  division  active  in  Zambia,  Congo  and  Namib 

The  result:  Avmin  folded  into  Mc 
sepe's  company,  which  was  rename 
simply,  ARM. 

In  2005  Motsepe  made  an  ar 
bitious  pledge:  double  ARM's  size 
2010.  The  next  year  it  struck  a  $360  m 
lion  coal  deal,  becoming  the  blac 
empowerment  partner  of  the  Sou 
African  coal  division  of  diversifii 
Swiss-headquartered  miner  Xstrata  P 
ARM  took  a  minority  stake  in  Xstrat 
South  African  operations,  with  ; 
option  it  exercised  later  in  2006 
acquire  another  chunk  (ARM  now  effe 
tively  owns  26%).  Together  ARM  ai 
Xstrata  agreed  to  develop  a  new  Sou 
African  coal  mine. 

ARM  is  well  on  its  way  to  realizii 
Motsepe's  expansion  pledge,  drivi 
by  the  Asian  commodities  boom  ai 
the  world's  voracious  demand  f 
metal.  Last  year  ARM  better  than  do 
bled  its  earnings  to  $  1 70  million. 

The  going  hasn't  been  total 
smooth.  Last  year  a  mineworkei 
strike  forced  ARM  to  halt  productic 
at  the  Modikwa  platinum  mine  f 
24  days.  In  early  2008  South  Africa's  state-run  utility,  Eskoi 
announced  that  it  could  not  produce  enough  electricity  to  satis 
demand.  Motsepe  was  forced  to  cut  back  power  usage  by  10 
ARM  wasn't  as  severely  affected  as  some  other  South  Afric 
mining  companies  because  much  of  its  mining  is  now  done 
open  pits,  which  are  less  dependent  on  electricity  than  deep-t. 
gold  and  platinum  mines. 

Meantime,  criticism  of  affirmative  action  and  the  black  eli 
is  not  going  away,  feeding  into  dismay  over  President  Thai 
Mbeki's  failure  to  spread  economic  prosperity  to  the  majority 
black  South  Africans.  Unemployment  is  26%;  43%  of  the  pop 
lation  of  48  million  lives  below  the  poverty  line.  The  disconte 
has  boosted  the  presidential  candidacy  of  Jacob  Zuma,  a  po 
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ulist  with  strong  ties  to  organized  labor  and  the  Communist 
Party.  Pending  corruption  charges  could  scotch  his  bid,  but  pres- 
sure is  mounting  on  Motsepe  and  other  wealthy  capitalists  to 
share  their  riches. 

A  year  ago  the  government  passed  a  new  provision  of  the  raw 
preference  laws  aimed  at  pushing  companies  to  spread  their 
empowerment  efforts  beyond  the  upper  echelon.  The  law  gives 
companies  points  for  doing  things  like  funding  job-training  pro- 
grams and  hiring  black  workers  at  lower  levels.  ^^^^^^ 
Anticipating  the  law,  arm  set  up  an  Economic  ^^^^^^ 
Empowerment  Trust  in  2005,  putting  10%  of  the 
company's  shares  into  a  trust  that  benefits  a  range 
of  organizations  from  church  groups  to  an  outfit 
that  does  job  training  for  women. 

Motsepe  says  he  believes  in  such  government-mandated 
efforts.  "I  haven't  got  a  future  and  my  children  don't  have  a  future 
unless  the  living  conditions  of  millions  of  people  improve,"  he 
intones. 

But  his  main  allegiance  is  to  the  promise  of  entrepreneurship. 
He  is  president  of  Business  Unity  South  Africa,  a  group  repre- 
senting corporate  interests.  In  January  Motsepe  jetted  to  Davos 


to  rub  shoulders  with  big  shots  at  the  World  Economic  Forum.  I 
February  he  met  with  Nicolas  Sarkozy  when  the  French  presideij 
traveled  to  South  Africa  on  a  state  visit. 

Motsepe's  wife,  Precious  Moloi-Motsepe,  a  former  head  of  th 
Cancer  Association  of  South  Africa,  is  a  regular  fixture  in  th 
society  pages.  A  booster  of  South  African  fashion  designer] 
Moloi-Motsepe  recently  bought  a  controlling  stake  in  Leisure 
worx,  an  events-management  company.  Through  an  outfit  calle 
African  Fashion  International,  she  runs  fashion  shows  in  Cap 
Town  and  Johannesburg.  "They  are  probably  the  best-dresse 


"I  HAVEN'T  GOT  A  FUTURE  UNLESS  THE  LIVING 
CONDITIONS  OF  MILLIONS  OF  PEOPLE  IMPROVE.' 


couple  in  the  country,"  pronounces  Gwen  Gill,  longtime  societ 
columnist  at  the  Sunday  Times  of  Johannesburg. 

Much  as  he  appears  to  enjoy  his  celebrity,  Motsepe  sound 
realistic  when  he  talks  about  his  financial  success.  "There  is 
huge  amount  of  artificiality  in  this  business,"  he  says  of  ARM 
share  price.  "You  could  be  worth  $2  billion  today  and  a  half  a  bil 
lion  tomorrow.  It  doesn't  take  much  for  this  to  disappea 
overnight."  I 


Excavating  Global  Fortunes 

Here  are  some  of  the  richest  mining  billionaires  in  the  world. 


NAME  ;H 

COUNTRY 

NET  WORTH 
(SBIL) 

TYPE  OF 
MINING 

EIKE  BATISTA 

Brazil 

6.6 

iron  ore 

ANDREW  FORREST 

Australia 

6.5 

iron  ore 

ANIL  AGARWAL 

India 

6.0 

aluminum,  copper,  etc. 

VLADIMIR  KIM 

Kazakhstan 

4.7 

copper 

PATRICE  MOTSEPE 

South  Africa 

2.4 

gold,  platinum,  etc. 

GINA  RINEHART 

Australia 

2.4 

iron  ore 

CHEN  FASHU 

China 

2.0 

gold 

ANDREI  KOZITSYN 

Russia 

1.6 

copper,  zinc  etc. 

CHA  YONG-KEU 

South  Korea 

1.4 

copper 

ROBERT  FRIEDLAND 

U.S. 

1.4 

copper,  gold 
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VOLATILITY 


Whiplash 


Stocks  fluctuate,  as  they  say.  Some  of  the  worlds  1,125  billionaires  have  lost  serious  money  in  the  recent  correction.  On  the  other 
hand,  quite  a  few  have  watched  their  fortunes  wax  and  wane  in  the  past  year.  Hong  Kong's  Li  Ka-shing  was  worth  $23  billion  last 
year,  jumped  to  $32  billion  on  Jan.  4, 2008,  then  dipped  to  $26.5  billion  on  Feb.  1 1,  our  valuation  day.  Thanks  to  her  dad's  transfer- 
ring his  stock  to  her,  Yang  Huiyan,  the  largest  shareholder  in  Chinese  property  developer  Country  Garden,  became  Asia's  richest 
woman  in  April,  when  the  company  debuted  on  the  Hong  Kong  stock  exchange.  Back  then  she  was  worth  $8.8  billion.  Yang  topped 
out  at  $17.3  billion  in  September  and  is  now  down  to  $7.4  billion.  The  chart  below  depicts  the  fluctuations  of  the  principal  stocks 
that  drive  the  fortunes  of  some  well-known  billionaires.  Each  net  worth  listed  below  includes  assets  beyond  main  stock  holding. 


RELIANCE  INDUSTRIES 

Mukesh  Ambani 

PEAK  WORTH:  $55  bil 

2008  NET  WORTH:  $43  bil 
2007  NET  WORTH:  $20.1  bil 

_m  


LAS  VEGAS  SANDS 

Sheldon  Adelson 

PEAK  WORTH:  $38.5  bil 
2008  NET  WORTH:  $26  bil 
2007  NET  WORTH:  $26.5  bil 


ARCELORMITTAL 

Lakshmi  Mittal 

PEAK  WORTH:  $55  bil 

2008  NET  WORTH:  $45  bil 
2007  NET  WORTH:  $32  bil 


MICROSOFT 

Bill  Gates 

RECENT  PEAK:  $65  bil 

2008  NET  WORTH:  $58  bil 
2007  NET  WORTH:  $56  bil 


GOOGLE 

Sergey  Brin 

PEAK  WORTH:  $25.5  bil 
2008  NET  WORTH:  $18.7  bil 
2007  NET  WORTH:  $16.6  bil 
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2/9/07 


3/30/07 


6/29/07 


9/28/07 


12/28/07 


2/11/08 


Stock  Winners 


+346%  +412% 


Shares  of  Russian  Dmitry 
Rybolovlev's  fertilizer 
company  uralkali  have 
more  than  tripled  in  the  past 
year,  helped  by  the  booming 
economies  of  Brazil,  Russia, 
India  and  China.  His  net 
worth  is  up  $9.5  billion. 


Mining  magnate  Andrew 
Forrest  became  Australia's 
richest — worth  $6.5  billion — 
thanks  to  a  fourfold  gain  in 

his  FORTESCUE  METALS  GROUP. 

Why?  Chinese  demand  for 
steel  and  speculative  interest 
in  iron  ore. 


Stock  Losers 

-94% 


-53% 


Last  year's  richest  self-made 
newcomer,  Spaniard  Enrique 
Banuelos,  is  this  year's  biggest 
loser.  Shares  of  his  develop- 
ment company  astroc 
mediterraneo  crashed  last 
year,  taking  him  down  from 
$7.7  billion  to  $1.3  billion. 


Construction  company  SACYR 
VALLEHERMOSO  lost  more 
than  half  its  value  in  the  past 
year,  wiping  $3.4  billion  from 
the  fortunes  of  Spaniards  Luis 
Fernando  del  Rivero,  Juan 
Abello  and  Jose  Manuel 
Loureda. 
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The  Shrinking  Prostate  Chronicles  #26 


"She  thinks  she  had  it  bad? 
You  used  to  go  five  times  a  night." 


Not  only  can  an  enlarging  prostate 
interfere  with  your  daily  life,  it 
can  also  prevent  you  or  your  partner 
from  getting  a  good  night's  rest. 

•  Are  you  always  going  to  the  bathroom? 

•  Do  you  get  up  to  go  two  or  more  times 
a  night? 

•  Are  you  starting  and  stopping? 

•  Do  you  have  difficulty  going  once  you 
get  to  the  bathroom? 

If  you  have  these  urinary  symptoms, 
you  might  have  an  enlarging  prostate. 
Untreated,  it's  a  problem  that  could 
get  worse.  That's  why  there's  Avodart. 
Other  medications  don't  treat  the  cause, 
because  they  don't  shrink  the  prostate. 
Over  time,  Avodart  can  actually  help 
bring  the  prostate  down  to  size  and 
improve  urinary  symptoms  over  the  long 


term.  Ask  your  doctor  if  Avodart  is  right 
for  you.  And  start  spending  your  night  in 
bed  and  not  in  the  bathroom. 
Important  Safety  Information  About 
Prescription  AVODART®  (dutasteride): 
Avodart  is  used  to  treat  urinary 
symptoms  of  Enlarging  Prostate.  Only 
your  doctor  can  tell  if  your  symptoms 
are  from  an  enlarged  prostate  and  not  a 
more  serious  condition,  such  as  prostate 
cancer.  See  your  doctor  for  regular 
prostate  exams.  Women  and  children 
should  not  take  Avodart.  Women 
who  are  or  could  become  pregnant 
should  not  handle  Avodart  due  to  the 

fyODART 


potential  risk  of  a  specific  birth  defect. 
Do  not  donate  blood  until  at  least  six 
months  after  stopping  Avodart.  Tell 
your  doctor  if  you  have  liver  disease. 
Avodart  may  not  be  right  for  you. 
Possible  side  effects,  including  sexual 
side  effects  and  swelling  or  tenderness 
of  the  breast,  occur  infrequently.  For 
more  information,  call  1.800.448.8176. 
See  important  patient  information  on 
next  page. 
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BILLIONAIRES 


DYSON 


Clean  Machine 


JAMES  DYSON  GOT  RICH  TAKING  BAGS  OUT  OF 
VACUUMS.  NOW  HE  AIMS  TO  TAKE  SOME  BUGS  OUT 
OF  PUBLIC  RESTROOMS.  BY  CHANIGA  VORASARUN 


THE  DYSON  AIRBLADE,  A  COM- 
mercial  hand  dryer  created  by 
vacuum  cleaner  salesman  James 
Dyson,  was  an  accidental  inven- 
tion. Dyson  Ltd's  development 
team  was  creating  a  motor  for  a  compact 
vacuum  cleaner  aimed  at  the  Japanese 
market,  in  2003.  While  working  on  it  they 
noticed  that  air  expelled  by  the  small,  brush- 
less  1,600-watt  motor  dried  damp  hands 
almost  instantly.  Dyson's  engineers  started 


using  the  motor  as  a  workshop  dryer. 
Dyson,  60,  looked  at  the  motor,  which  spins 
at  1,666  revolutions  per  second,  and  saw  the 
makings  of  a  hit  product. 

Three  years  later  the  company  intro- 
duced the  Airblade,  a  dryer  with  a  central 
cavity  that  scrapes  water  from  wet  hands 
with  a  400mph  blast  of  unheated  air  chan- 
neled through  a  teeny  gap  no  thicker  than 
a  piece  of  thread.  Aim  it  just  right  and  you 
can  dry  your  hands  in  12  seconds.  The 


Airblade  is  also  cleaner  than  otrj 
devices,  which  "blow  all  sorts  of  bacte: 
at  you,"  as  Dyson  puts  it.  Air  is  funnel 
through  a  high-efficiency  particulate 
filter  that  catches  almost  all  bactei 
before  it  is  blown  out  again.  The  device 
also  durable.  Dyson  is  pitching  the  al 
minum  dryer  to  bars,  sports  arenas  ai 
airports;  he  says  "people  need  to  be  at 
to  vomit  on  it,  spill  beer  over  it,  kick  it  ai 
stub  out  cigarettes  on  it."  To  test  t] 
machine,  his  folks  went  at  it  with  baseh 
bats.  It  stood  up  to  chicken  soup,  too. 

The  inventor,  a  tireless  tinkerer  be 
known  for  his  bagless  vacuums,  spent  thr 
years  working  on  the  Airblade  before  intr 
ducing  it  in  the  U.K.  in  2006.  He  rolled  o 
the  device  in  the  U.S.  last  summer.  To  da 
the  company  has  sold  a  respectable  100,0( 
units  for  a  total  of  $140,000  in  sales,  but 
hasn't  taken  off  as  quickly  as  Dyson  hope 
Most  cost-conscious  corporate  custome 
aren't  as  wowed  as  homeowners  by  sle< 
design  and  new  technology.  And  so  wh 
if  it  uses  80%  less  energy  than  convention 
dryers?  The  Airblade,  at  $1,400  per  unit  I 


Patient  Information 

AVODART®  (dutasteride) 
Soft  Gelatin  Capsules 
AVODART  is  for  use  by  men  only. 


Read  the  information  you  get  with  AVODART 
before  you  start  taking  it  and  each  time  you  refill 
your  prescription.  There  may  be  new  information. 
This  information  does  not  take  the  place  of  talking 
with  your  doctor. 


0.5  mg/Once  Daily 


/fyODART 

(dutasteride) 


What  is  AVODART? 

AVODART  is  a  medication  for  the  treatment  of 
symptoms  of  benign  prostatic  hyperplasia  (BPH) 
in  men  with  an  enlarged  prostate  to: 

•  Improve  symptoms 

•  Reduce  the  risk  of  acute  urinary  retention 
(a  complete  blockage  of  urine  flow) 

•  Reduce  the  risk  of  the  need  for  BPH-related 
surgery 

AVODART  is  not  a  treatment  for  prostate  cancer. 

Who  should  NOT  take  AVODART? 

•  Women  and  children  should  not  take  AVODART. 

A  woman  who  is  pregnant  or  capable  of  becoming 
pregnant  should  not  handle  AVODART  capsules. 


GlaxoSmithKline 


•  If  a  woman  who  is  pregnant  with  a  male  baby  gets 
enough  AVODART  into  her  body  after  swallowing  it 
or  through  her  skin  after  handling  it,  the  male  baby 
may  be  born  with  abnormal  sex  organs. 

•  Do  not  take  AVODART  if  you  have  had  an  allergic 
reaction  to  AVODART  or  any  of  its  ingredients. 

What  are  the  special  precautions 
about  AVODART? 

•  Men  treated  with  AVODART  should  not  donate 
blood  until  at  least  6  months  after  their  final  dose 
to  prevent  giving  AVODART  to  a  pregnant  female 
through  a  blood  transfusion. 

•  Tell  your  doctor  if  you  have  liver  problems. 
AVODART  may  not  be  right  for  you. 

•  A  blood  test  called  PSA  (prostate-specific  antigen) 
is  sometimes  used  to  detect  prostate  cancer. 
AVODART  will  reduce  the  amount  of  PSA 


measured  in  your  blood.  Your  doctor  is  aware  of 
this  effect  and  can  still  use  PSA  to  detect  prostate 
cancer  in  you. 

What  are  the  possible  side  effects 
of  AVODART? 

Possible  side  effects  are  impotence  (trouble 
getting  or  keeping  an  erection),  a  decrease  in 
libido  (sex  drive),  enlarged  breasts,  a  decrease 
in  the  amount  of  semen  released  during  sex,  and 
allergic  reactions  such  as  rash,  itching,  hives, 
and  swelling  of  the  lips  or  face.  These  events 
occurred  infrequently. 

Talk  with  your  doctor  if  you  have  questions  about 
these  and  other  side  effects  that  you  think  may 
be  related  to  taking  AVODART 
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If  you  don't  have  prescription  coverage, 
visit  pparx.org,  or  call  1-888-4PPA-NOW 
(1-888-477-2669) 
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its  Dyson  an  estimated  $840  to  make  each 
rer),  costs  three  times  as  much  as  tradi- 
nal  hand  dryers. 

"With  a  vacuum,  if  someone  wants  it, 
:y  buy  it  then  and  there,"  says  Dyson, 
lose  Malmesbury,  England,  company 
ted  $64  million  after  taxes  on  sales  that 
se  10%  last  year,  to  $1  billion.  Busi- 
>ses  "don't  suddenly  unscrew  the  exist- 
;  [units]  off  the  wall,  throw  them  away 
J  put  in  ours." 

The  Airblade  doesn't  always  work  as 
11  as  people  expect.  It  dries  most  thor- 


Cleaning  up:  entrepreneur  James  Dyson  with 
the  Airblade  hand  dryer,  his  latest  creation. 

oughly  when  users  move  their  hands 
slightly  in  its  narrow  drying  cavity.  "Curl 
your  fingers!"  Dyson  says  when  a  tester, 
whose  hands  are  still  wet  after  one  session 
in  the  Airblade,  tries  it  a  second  time. 
Most  users  won't  have  Dyson  as  a  coach. 

Dysons  company  gave  away  1,000  ma- 
chines, putting  them  in  high-traffic  locations 
like  the  restrooms  at  the  London  Eye,  the 
touristy  observation  wheeL  Le  Parker  Meridien 
then  bought  4  dryers  for  its  New  York  hoteL 


It  plans  to  add  them  to  its  other  hotels.  AMC 
Theaters  installed  162  units  in  six  movie  houses. 

The  device  got  a  boost  last  November 
when  the  National  Sanitation  Foundation 
called  it  the  world's  first  "hygienic  hand 
dryer"  because  of  its  Hepa  filter.  That 
same  month  Advocate  Lutheran  General 
Hospital  ordered  additional  Airblades  for 
a  ten-story  building  in  Park  Ridge,  111.  It 
will  have  54  Dyson  dryers. 

That  gives  Dyson  hope.  "There  could 
be  quite  a  revolution  in  the  washroom," 
says  he.  F 
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LACHARRIERE 


SO,  AM  I  STILL  A  BILLIONAIRE?" 
Marc  Ladreit  de  Lacharriere 
recendy  asked  as  he  opened  the 
heavy  steel  door  that  leads  to 
his  office  in  a  19th-century 
Parisian  mansion  just  down  the  street 
from  the  Musee  d'Orsay.  Lacharriere  owns 
66%  of  Fimalac,  which,  in  turn,  owns  80% 
of  Fitch  Group — as  in  Fitch  Ratings,  one  of 
the  three  large  credit  rating  agencies  (along 
with  Moody's  and  Standard  &  Poors)  that 
have  come  under  withering  fire  lately. 
Since  May  2007  shares  of  Fimalac  have 
fallen  59%  on  the  Paris  bourse  to  $50.50, 
and  with  them  a  big  chunk  of  Lacharriere's 
net  worth,  to  $1.1  billion. 

Before  the  subprime  shock  waves  hit  it, 
Fitch  Group  had  its  best  year  ever.  For  its 
2007  fiscal  year  ended  Sept.  30,  it  earned 
$240  million  before  interest  and  taxes,  up 
22%  from  the  year  before,  on  revenue  of 
$1.1  billion,  up  18%.  Then  debt  issuance 
all  but  dried  up;  Fitch's  revenue  dropped 
19.7%  in  its  first  quarter  ended  Dec.  31 


MARC  LADREIT  DE 
LACHARRIERE  HAS  BUILT 
THE  THIRD-LARGEST  CREDIT 
RATING  AGENCY 
IN  THE  WORLD.  CAN 
HE  WITHSTAND  THE 
SUBPRIME  CATASTROPHE? 
BY  JOSHUA  LEVINE 


License  to  print  money:  with  some  favorite  oJ  jet 


(consolidated  revenue,  including  that 
Algorithmics,  a  risk  management  fir: 
was  off  15.5%);  the  company  project; 
decline  of  10%  to  15%  for  the  fiscal  year 

It's  still  a  pretty  good  racket,  ev 
though  Fitch's  16%  share  of  the  credit  r; 
ings  business  makes  it  third  after  Mood 
and  S&P.  To  market  any  kind  of  public  de 
security,  you  pretty  much  need  a  rati: 
from  one  of  the  big  three.  (The  Securit: 
&  Exchange  Commission  has  sanctifi' 
six  others,  but  these  have  little  tractiol 
with  bond  buyers.)  There  are  no  pri 
wars,  and  it's  almost  impossible  for  anyo 
to  win  a  lawsuit  against  you,  based  on  t 
consequences  of  your  opinions,  smart 
dumb,  thanks  to  the  First  Amendmer 
"It's  a  license  to  print  money,"  says  Jul 
Whitehead,  a  consultant  and  senior  advis 
to  the  Manhattan  investment  bank  Mill 
Mathis,  who  submitted  testimony  befo 
Congress  last  September  on  the  role 
credit  ratings  agencies. 

Yet  it's  also  one  of  the  most  vilifie 
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BILLIONAIRES   

LACHARRIERE 


ways  to  make  a  living  right  now.  Fitch  has 
long  specialized  in  the  sorts  of  securities 
that  form  the  molten  core  of  the  subprime 
debt  catastrophe,  rating  54%  of  all  struc- 
tured finance  deals  in  2006,  including  so- 
called  collateralized  debt  obligations.  "It 
was  easier  to  break  into  that  market  than 
corporates  or  municipals,  and  significantly 
more  profitable,"  says  Robin  Monro- 
Davies,  a  retired  insurance  executive  and 
former  Fitch  chief.  He  concedes,  "The 
quantitative  analysts  may  have  been  given 
too  much  power,  and  perhaps  common 
sense  was  left  behind."  Buyers  of  debt  are 
harsher  critics.  "In  the  subprime  witch 
hunt,  the  ratings  agencies  are  the  guys  in 
the  cone-shaped  hats,"  says  J.  Kyle  Bass, 
managing  partner  at  Hayman  Advisors  in 
Dallas.  "They're  all  guilty  of  stupidity  bor- 
dering on  criminality." 

Absurde,  says  Lacharriere,  67.  "Fitch 
was  a  racehorse  while  all  my  other  horses 
had  tired  legs."  (His  holdings  once 
included  a  chemicals  storage  unit,  a  politi- 
cal polling  outfit  and  furniture  and 
machine  tool  businesses.)  Still,  he  insists, 
no  one  should  ever  confuse  him  with  the 
jockey  or  the  trainer:  "I  have  nothing  to  do 
with  any  operational  aspects  of  Fitch  or  the 
ratings  business.  My  role  as  chairman  is 
primarily  patrimonial." 

Father,  apparently,  knows  best.  On  a 
table  in  Lacharrieres  office  stands  a  model 
of  Fitch's  new  steel  and  glass  headquarters, 
designed  by  Kohn  Pederson  Fox  Associ- 
ates, now  rising  in  the  heart  of  London's 
Canary  Wharf.  Fimalac  is  building  it  in 
partnership  with  Hearst  at  a  cost  of  $635 
million  and  expects  to  move  in  come 
January  2010.  Bad  timing,  given  that  the 
London  market  for  commercial  real  estate 
seems  ripe  for  a  hard  fall?  "You  should  talk 
to  smarter  people,"  snorts  Lacharriere. 
"For  good  or  ill,  the  world  of  tomorrow 
belongs  to  finance,  and  two  places  domi- 
nate- finance — New  York  and  London." 

In  the  stuffy  world  of  French  business, 
Lacharriere  is  a  paradox.  He  owns  the 
highbrow  intellectual  journal  La  Revue  des 
Deux  Mondes,  and  he's  one  of  the  Louvre's 
great  benefactors.  But  he's  not  terribly 
bookish,  and  even  his  friends  say  he  is  a 
poor  public  speaker.  "He's  a  strange  mix- 
ture of  an  aristocrat  and  a  rug  merchant  in 


the  souk  of  Marrakesh,"  says  his  friend 
Alain  Mine,  a  writer  who  has  consulted  for 
many  French  business  leaders. 

Lacharriere  comes  from  one  of 
France's  oldest  noble  families,  whose 
members  were  soldiers,  jurists  and  minis- 
ters. A  small  obelisk  with  a  bronze  bust  in 
the  town  of  Creteil  memorializes  general 
Jules  Ladreit  de  Lacharriere,  who  died 
charging  the  Prussians  at  the  battle  of 
Mont-Mesly  in  1868.  Marc  is  the  only 
entrepreneur  the  family  has  ever  pro- 
duced. "They  despised  everything  that  had 
to  do  with  business,"  says  Lacharriere,  who 
walked  away  from  the  morally  obligatory 
stint  in  public  service  after  graduating 
from  the  Ecole  National  d'Administration, 
which  trains  France's  administrative  elite. 
At  age  22,  with  three  friends,  he  borrowed 


money  and  founded  Mademoiselle  maga- 
zine. (Ten  years  later  he  took  out  loans  to 
buy  textbook  publisher  Editions  Masson.) 
He  spent  six  years  at  Banque  de  Suez  but 
was  no  more  cut  out  to  be  a  banker  than 
he  was  to  be  a  civil  servant. 

By  the  time  he  joined  L'Oreal  as  an 
assistant  financial  director,  in  1976, 
Lacharriere  insisted  on  the  freedom  to 
pursue  outside  ventures,  which  rattled  a  lot 
of  folks  there.  Still,  he  bought  and  sold 
publishing  companies — and  played  the  game 
correctly  enough  to  become  the  number  two 
honcho  at  the  cosmetics  vendor.  It's  a  polit- 
ical balancing  act  he  can  still  perform  today: 
Lacharriere  has  friends  on  the  left,  like  for- 
mer socialist  Prime  Minister  Laurent  Fabius, 
and  pals  on  the  right,  like  Philippe  Seguin, 
the  head  of  France's  Accounts  Court  (and  an 
old  schoolmate).  Years  after  leaving  L'Oreal 
he  continues  to  administer  the  private  foun- 
dation of  Liliane  Bettencourt,  the  company's 
principal  shareholder  (see  p.  81 ). 

He  made  the  break  at  age  50,  in  a  sort 
of  midlife  crisis  that  led  to  the  formation  of 
Fimalac.  "Being  an  entrepreneur  was 
always  in  my  personal  DNA,"  says  Lachar- 
riere. "I  wanted  to  build  something  again." 
He'd  sniffed  opportunity  in  credit  ratings 
when  Pierre  Beregovoy,  Frances  finance 
minister,  took  the  first  steps  to  deregulate  a 
rigid  financial  system  in  the  late  1980s. 


"The  ratings  market  didn't  exist 
Europe,"  recalls  Lacharriere.  "I  decided 
place  a  bet  that  if  AXA  insurance  was  bi 


ing  L'Oreal's  debt  directly  instead  of  go 
through  BNP  as  it  had  before,  it  would  i  I 
an  outside  agency  to  analyze  the  cred  I 
The  upshot  was  a  three-man  Paris  ofl  I 
that  called  itself  Euronotation.  Over  eij  I 
years,  starting  with  a  personal  investmi  I 
of  $9  million,  Lacharriere  picked  up  I  I 
International  Banking  &  Credit  Anah  I 
in  London,  for  $35  million,  Fitch  Investi  I 
Services  ($88  million)  and  Duff  &  Phe  I 
Credit  Rating  ($380  million). 


The  acquisition  process  looks  a 
more  methodical  than  it  is.  Lacharrid 
starts  with  intuition,  then  spends  boldly 
the  idea  pans  out,  it  becomes  a  strate 
retroactively.  If  it  doesn't,  he  bails  out  a 


never  looks  back.  That  seat-of-the-pai  I 
approach  has  led  to  distractions  and  o 
huge  mistake:  Facom  Hand  Tools,  boug 
for  $923  million  and  later  sold  to  Stanl  I 
Works  for  $514  million,  includiiH 
assumed  debt.  Lacharrieres  gut  told  hill 
for  instance,  that  oil  companies  wouB 
move  to  outsource  their  chemical  storaM 
So  he  created  LBC  Holdings  with  the  idfl 
of  chemical  storage  becoming  Fimala  I 
second  pillar,  along  with  credit  ratinM 
Plans  changed  in  2001  after  AZF,  a  nitrH 
gen  fertilizer  plant  in  the  southern  FremB 
city  of  Toulouse,  blew  up,  killing  30  peop  I 
"I  said  to  myself,  'It's  time  to  sell,'"  LachaH 
riere  recalls.  He  did  so,  for  $368  million.  I 

Sometimes  the  chase  is  more  fun  the  I 
the  quarry.  Last  summer,  for  examplH 
Lacharriere  launched  a  futile  attempt  I 
outbid  Bernard  Arnault,  France's  richeH 
man  (see  p.  81 ),  for  Pearson  Groups  1 1 
Echos,  a  business  daily.  Arnault  had  alreacB 
bid  a  virtually  preemptive  $363  million  til 
the  paper — roughly  twice  its  annual  sales-B 
but  its  staff  was  in  open  revolt  against  tl 
chairman  of  LVMH.  Lacharriere  bid  on 
$7  million  or  so  more  but  proceeded  I 
wage  a  charm  offensive  that  made  him  a 
instant  media  hero.  The  paper's  staff  vote 
almost  to  a  man  in  favor  of  Lacharriere 
bid,  but  Arnault  eventually  prevailed. 

Which  didn't  stop  Lacharriere  froi 


"THE  RATINGS  AGENCIES  ARE  THE  GUYS  IN  CONE  HATS- 
ALL  GUILTY  OF  STUPIDITY  BORDERING  ON  CRIMINALITY." 
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DIVERSIFY 

G  LOB  ALLY. 


ONLINE  GLOBAL  STOCK  TRADING 


(trade.com/globaltrading  1,000  new  aCCOUntS  a  day.  1-800-ETRADE1 


tew  Accounts  claim  based  on  internal  E*TRADE  FINANCIAL  Corp.  metrics  for  average  daily  gross  new  E*TRADE  Bank  &  E*TRADE  Securities  accounts  between  2/1/07-1/31/08. 
nvesting  outside  the  United  States  involves  additional  risks  related  to  currency  fluctuations,  economic  and  political  differences  and  differences  in  accounting  standards. 

!.  Currency  exchanges  are  effected  by  affiliates  of  E*TRADE  Securities  on  a  principal  basis  and  may  include  a  mark-up  or  mark-down,  as  appropriate.  You  should  be  aware 
hat  more  favorable  exchange  rates  may  be  available  through  third  parties  not  affiliated  with  E*TRADE  Securities.  These  transactions  are  not  regulated  or  overseen  by  the 
Securities  and  Exchange  Commission,  the  Commodities  Futures  Trading  Commission  or  any  of  the  securities  or  commodities  self-regulatory  organizations. 
!.  The  S&P  500  Index  is  a  market-value  weighted  index  representing  the  performance  of  500  widely  held,  publicly  traded  large  capitalization  stocks.  The  S&P  Global  1200 
ndex  is  a  market-value  weighted  index  representing  the  performance  of  29  local  markets  and  seven  regional  indices.  The  Indexes  are  not  managed,  are  not  available  for 
nvestment  and  their  total  return  does  not  include  expenses. 

•ast  performance  is  not  an  indication  of  future  results  and  is  not  meant  to  represent  the  return  you  should  expect  to  receive  from  global  stock  trading. 

iecurities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  FINRA/SIPC. 

iystem  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance  and  other  factors. 

5)2008  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


BILLIONAIRES 


LACHARRIEHE 


having  a  blast  at  Arnault's  expense. 
Throughout  the  summer  months,  when 
the  fate  of  the  paper  was  in  the  balance, 
Lacharriere  enjoyed  bumping  into  the  tall, 
stiff  Arnault  in  St.  Tropez,  where  both  men 
have  villas  and  share  a  tennis  pro.  Arnault 
has  a  reputation  for  social  awkwardness 
that  he  does  little  to  hide.  As  they  passed 
one  another,  Lacharriere  would  always 
give  Arnault  an  excessively  buoyant  hello, 
smiling  broadly  as  Arnault  squirmed 
uneasily.  "The  whole  thing  was  part  strat- 
egy, part  fun,"  says  Alain  Mine.  "It  was  a 
way  of  telling  the  world  that  the  scary 
Arnault  didn't  scare  him." 

Can  he  stand  up  to  a  horrendous 
year?  "If  you're  a  Fitch  investor,  you  have 
to  ask  yourself  how  long  its  going  to  take 


until  the  market  forgets,"  says  consultant 
Whitehead.  "We  haven't  even  begun  to 
feel  the  pain."  Lacharriere  doesn't  sound 
agonized.  "Tell  them  there's  a  credit  crisis 
in  Moscow,  and  they'll  look  at  you  like 
you're  crazy,"  he  says.  Indeed,  Fitch's  busi- 
ness in  Europe  and  Asia  expanded  at  38% 
and  34%,  respectively,  last  year,  twice  the 
rate  of  that  in  the  U.S.  In  2007  he  acquired 
a  majority  of  Korea  Ratings,  the  nation's 
largest  such  agency.  South  Korea  will  be 
Fitch's  leading  source  of  revenue  after  the 
U.S.  and  the  U.K.  "China  today  is  in  the 
same  situation  Korea  used  to  be  in — 
allowing  only  international  credit  to  be 
rated,"  says  Lacharriere.  "But  I  predict  that 
within  six  months  to  a  year  China  will 
open  up  like  Korea  did,  and  it's  a  gigantic 
market." 

A  decade  ago,  before  Lacharriere 


"IF  YOU'RE  A  FITCH 
INVESTOR,  YOU  HAVE  TO 
ASK  HOW  LONG  BEFORE 
THE  MARKET  FORGETS." 

bought  in,  Fitch  Ratings  issued  a  pub 
apology  for  not  sounding  an  alarm  befc 
the  Asian  currency  crisis.  It  was  alo 
among  the  big  three  ratings  agencies  to  < 
so,  although  critics  say  the  meal 
mouthed  mea  culpa  had  more  to  do  wi 
marketing  than  guilt. 

Is  another  act  of  atonement  called  fc 
"St.  Peter's  Square  in  Rome  isn't  b 
enough  to  hold  all  the  people  who  shou 
say  they're  sorry  for  the  subprime  situ 
tion,"  says  Lacharriere.  Don't  look  for  hi 
at  the  head  of  the  line. 


Rich  Men,  Poor  Men? 

Thanks  to  the  credit  calamity,  they've  all  suffered  a  sizable  blow  to  their  net  worth.  That's  because  so 
much  of  the  wealth  of  Sandy  Weill,  Jimmy  Cayne,  Hank  Greenberg  and  Richard  Fuld  is  tied  up  in, 
respectively,  Citigroup,  Bear  Stearns,  AIG  and  Lehman  Brothers.  Cayne  and  Fuld  are  no  longer  billionaires. 


Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 
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SPECIAL  ADVERTISING  SECTION 


It  starts  with  unconventional  thinking. 

Walt  Disney  once  quoted  "It's  kind  of  fun  to  do  the  impossible." 
We  couldn't  agree  more. 

Orlando  is,  and  always  will  be,  a  city  built  on  creativity  and  big  ideas. 
When  it  comes  to  planning  meetings  and  events  we  make  no  exception. 
And  with  our  year-around  outside  event  spaces,  the  setting  couldn't  be  better. 

From  start  to  finish  creativity  soars.  Imaginations  run  wild.  And  some  of 
the  most  talented  people  in  the  world  come  together  to  put  on  or  pull  off  an 
event,  meeting,  convention  or  tradeshow  that  is  unlike  anything  attendees 
have  experienced  before. 


BIG  IDEAS  NEED  SPACE  TO  BREATHE. 

Need  a  large  meeting  space?  2.1  million  square  feet  should  do  the  trick.  The 
Orange  County  Convention  Center  is  an  ultra-versatile  mega  complex  that's 
unbelievably  easy  to  accommodate  groups  of  all  sizes.  Packed  with  the  latest 
technology  and  staffed  with  a  professional  team  willing  to  go  the  extra  mile, 
the  sky  is  really  the  limit. 

attendees  pack  their 

Should  your  group  require  a  meeting  hotel,  there  are  over  50  to  choose  from.  sunscreen.  With  an 

In  the  convention  district  or  right  next  to  the  theme  parks,  we've  got  you 
covered.  And  as  far  as  hospitality  goes,  Orlando  is  the  standard.  Bottom  line. 

you  can  bet  they'll 
be  getting  a  little 
sunshine  on  their  toes. 


Orange  County  Convention  Center 
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Let's  up  the  "wow  factor." 


Sure,  Orlando  has  a  reputation  as  the  world's  largest  playground.  But  your 
attendees  are  here  for  business.  So  how  do  you  keep  their  attention  in  the 
boardroom,  at  a  tradeshow,  or  while  their  Chief  Financial  Officer  is  on  stage? 
Simple.  You  let  us  break  out  of  our  creative  shells  and  go  to  work.  With  the 
best  writers  and  producers.  With  top  notch  catering  staff.  With  fireworks  and 
laser  specialists.  With  entertainers  and  show  talent.  With  a  team  eager  to  bring 
your  ideas  to  life. 


Athletes.  Stand-up 
comics.  Vocalists.  All 
are  at  your  disposal 
when  planning  your 
event.  And  thanks  to 
a  high  concentration 
of  talent,  you  can  find 
the  right  people  at  the 
right  price. 


The  golf  courses.  The  spas.  The  theme  parks.  The  water  parks.  The  shopping. 
The  night  life.  Consider  them  all  icing  on  the  proverbial  cake. 

AN  UNCONVENTIONAL  COMMITMENT. 

You'll  be  happy  to  know  we're  as  committed  to  our  meeting  planners  as  we 
are  to  meetings  themselves.  Rest  assured  that  our  sales  and  service  managers 
are  available  to  consult,  concept,  and  help  create  everything  except  headaches. 
To  start  planning  an  unconventional  Orlando  meeting,  call  800.662.2825  or 
visit  orlandoconventions.com. 
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Perfection  renewed 


FOR    NEARLY    TWO    DECADES  We've 

continually  exceeded  our  clients'  expectations. 
That's  why  we've  invested  over  $100  million 
to  create  a  surprisingly  sophisticated  new  look, 
designed  to  provide  clients  with  a  stylish  space 
sure  to  foster  success. 

Our  dedication  to  perfection  is  more  than  our 
passion.  It's  our  tradition. 


>  Hall  of 

Fame 

Award 


Call  800-524-4939  for  your  personal  site  inspection 

WWW.SWANDOLPHINMEETINGS.COM 


FEEL  FRE 

to  discover  why  our  groups  come  back  for  more. 

w 

Our  150,000  square  feet  of  flexiD^r^ting  space  has  been  described 
as  a  meeting  planner's  dream.  And  with  a  veteran  staff  of  dedicated 
individuals,  no  meeting  request  is  too  large  or  too  small.  Contact  us 
today  and  see  for  yourself  why  more  than  70%  of  our  groups  rebook 
their  next  Orlando  meeting  with  us.  B  ■.  .'„■' 


'lib. 


CARIBE  ROYALS-ORLANDO 

ALL-SUITES  HOTEL  &  CONVENTION  CENTER 

CARIBEROYALE.COM 
tk  407.238.8100 
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EXPERIENCE  THE  FINER 
POINTS  OF  ORLANDO. 


UNFORGETTABLE  VENUES.  UNFORGETTABLE 
EXPERIENCES.  UNFORGETTABLE  HOSPITALITY. 

Planners  have  a  hard  time  forgetting  the  Hyatt  Regency 
Grand  Cypress  after  the  years  of  exceptional  service  and 
solid  relationships  that  have  grown  with  our  meeting 
specialists.  Even  more  difficult  to  forget  are  the  forty-five 
holes  of  Jack  Nicklaus  Signature  Design  Golf,  accredited 
equestrian  center,  boutique  spa  services,  world-class  tennis 
center  and  award-winning  culinary  team  and  seasoned 
banquet  and  catering  staff  that  make  a  fine  addition  to 
anyone's  long-term  memory.  Feel  the  Hyatt  Touch* 

For  a  meeting  specialist,  call  407  239  1234  or  visit 
hyattgrandcypress.com. 
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ONE  GRAND  CYPRESS  BOULEVARD,  ORLANDO,  FLORIDA 
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orporate  Retreats.  Legendary  Golf. 


•  30,000  square 
feet  of  flexible 
function  space 

■  36  holes  of 
championship  golf 

■  Three  restaurants 
and  lounges 

■  190  guest  rooms 
and  suites 

■  Florida's  largest 
outdoor  learning 
center 


mm 


Discover  a  1,000  acre  resort  oasis  nestled  in  the  rolling  countryside  35  minutes  H11SS10D  11111 
northwest  of  Orlando.  Spedalizing  in  small  destination  meetings  of  up  to  350.    Resort  &  Club 


It 


Howcy-in-thc-Hills,  FlornKj/  www.missioninnrcsort.com  /  Group  Sales:  800-523:-2289  /  salcs@missioninnresort.com 


Follow  The  Peabod\' 
will  bring  exciting  new  oppo 
w'ww.peabodydrlando  .com/ex 


ROSEN  SHINGLE  CREEK. 

WHEN  YOU  MEET  IN  ORLANDO.  MAKE  IT  THE  EXPERTS'  CHOICE. 
Rosen  Shingle  Creek  is  more  than  a  smart  and  savvy  meeting  destination,  but 
a  230-acre  unspoiled  escape  offering  445.000  sq.  ft.  of  meeting/event  space, 
plus  an  array  of  amenities.  Our  award-winning,  18-hole  championship  golf, 
full-service  spa  and  fitness  center  and  a  selection  of  12  restaurants  and 
lounges  are  poised  to  satisfy  all  guests'  cravings.  Properly  named  "Orlando's 
premier  meeting  destination,"  we're  perfectly  positioned  to  help  attendees 
experience  unforgettable  events.  Not  only  do  we  know  Orlando  like  no  one 
else,  we  also  know  those  intimate  details  that  make  your  meeting  a  success. 

445.000  square  feet  of  meeting/event  space 
1,500  luxuriously  appointed  guestrooms 

Accommodate  groups  10  to  9.400  &wsu 


**  A 
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piracte  awards 


ROSEN 

Shingle  Creek 


>r  visit  www.RosenShingleCreek.com 


GRANDE  LAKES 


ORLANDO 

Where  Great  Names  Meet.' 


The  perfect  balance  of 
form  and  function. 


An  unprecedented  collection  oj  luxury  brands  and  personalized  experiences. 


It  begins  with  the  two  most  respected  names  in  hospitality  on  500 
tailored  acres  in  the  heart  of  a  pristine  nature  preserve.  A  total  of 
almost  1,600  richly  appointed  guest  rooms.  More  than  a  quarter- 
million  square  feet  ot  flexible  meeting  space,  indoors  and  outdoors. 
And,  the  pleasures  of  Orlando  just  moments  away. 
Iliis  is  what  happens  when  The  Ritz-Carlton  and  J  W  Marriott  weave 
their  refreshing  luxury  into  one  remarkable  destination.  A  new  art 
form,  if  you  will.  Grande  Lakes  Orlando. 

Eleven  on-site  dining  options  will  vie  for  your  attention,  including 
world-renowned  Primo  and  Norman's.  The  Ritz-Carlton  Spa  will 


renew  and  comfort  you.  A  Greg  Norman  Signarurc  golf  course 
will  challenge  you.  Imaginative  pools  will  cool  and  refresh  you.  A 
dedicated  staff  will  pamper  you.  Wireless  technology  will  keep  you 
connected  anywhere  you  go  in  both  hotels.  And  the  Grande  Lakes 
Outfitters  program,  with  its  Orvis  Fly  Fishing  School  and  eco-tours 
ot  the  headwaters  of  the  Everglades,  will  provide  you  with  memorable 
experiences. 

This  is  The  Ritz-Carlton  Orlando,  Grande  Lakes.  And  JW  Marriott 
Orlando.  Grande  Lakes.  We  re  very  proud  ro  send  you  our  best. 


Grande  Lakes  Orlando  ♦  407-393-4300  ♦  www.erandelakes.com 


Corporate  Incentive 
Meetings  ^Destinations 


Written  by  Susan  Burnell 


Companies  demand  a  lot  from 
their  incentive  travel  and 
meeting  destinations,  including 
a  return  on  investment. 
Experts  offer  tips  for  rewarding 
mployees  while  maximizing  the 
value  of  incentive  programs 
and  off-site  meetings. 


jetting  the  Best  Value 

Incentive  travel  can  be  a  powerful  tool  for  motivating  a  sales 
:aff  and  boosting  employee  morale.  "One  sure  way  to  build 
mployee  loyalty  is  to  expose  your  team  to  a  place  they  might 
ot  consider  touring  on  their  own,"  says  Michael  D.  Gehrisch, 
resident  and  chief  executive  officer,  Destination  Marketing 
.ssociation  International  (DMAI). 

A  smart  planning  strategy  includes  enlisting  the  free  assis- 
ince  of  a  destination  marketing  organization  (DMO),  also 
nown  as  a  convention  and  visitors  bureau  (CVB).  "As  local 
icperts,  DMOs  can  recommend  facilities  and  experiences  that 
latch  a  group's  personality  and  budget,"  says  Gehrisch.  "They 
in  help  companies  get  better  value  out  of  their  meeting  or 
icentive  program  investment." 

"The  Palm  Beach  County  Convention  and  Visitors  Bureau 
xently  helped  us  set  up  a  golf  and  deep  sea  fishing  outing  in 
outh  Florida  for  a  group  of  45  businesspeople,"  says  Daryl 
loodwin,  president  of  Atlanta-based  Goodwin  Incentive 
lonsultants.  "They  made  all  the  arrangements  through  their 
ansortium  of  providers,  which  easily  saved  us  20%." 

Caution  about  the  economy  need  not  curtail  a  company's 
icentive  plans.  "Incentive  programs  can  be  structured  to  take 
dvantage  of  an  upswing,  and  they  can  work  to  get  people  to  buy 
lore  in  a  down  market,"  says  Goodwin.  "When  programs  are 
eyed  to  incremental  increases  to  bottom-line  revenue,  they 
'ill  always  be  self-funded." 


Orange  County  Convention  Center  North/South  Building 


"Incentives  are  one  of  the  most  easily  proved  value  proposi- 
tions," adds  Tom  Domine,  editor  in  chief,  Meeting  Professionals 
International  (MPI).  "They  can  also  be  used  to  reinforce  a 
company's  brand." 

Watching  the  Trends 

MPI,  a  global  organization  for  meetings  and  events  professionals, 
monitors  trends  for  its  industry.  "Companies  are  now  designing 
incentives  that  match  more  closely  to  the  corporate  culture.  They 
may  prefer  extreme  experiences  like  helicopter  rides  or  zip-line  tours, 
but  if  that's  not  a  motivator  for  their  teams,  they  opt  for  luxury  expe- 
riences like  resorts  and  spas.  We  are  also  seeing  more  organizations 
with  programs  that  reward  top  performers  and  include  opportunities 
for  them  to  give  back  by  working  on  Habitat  for  Humanity,  build- 
ing projects,  planting  trees  or  repairing  bikes  for  inner-city  kids. 
Those  opportunities  are  a  part  of  the  larger  meetings  picture,  too." 

There's  also  heightened  interest  in  exotic  locations  among 
companies  whose  culture  aligns  with  unique,  trendsetting  expe- 
riences, Domine  notes.  To  help  meetings  and  events  professionals 
learn  more  about  one  such  destination,  MPI  will  hold  its  first- 
ever  Gulf  Meetings  and  Events  Conference  in  Dubai  in  April. 

Why  Dubai?  "It's  a  midway  point  between  Europe  and 
growing  markets  in  China  and  India,"  says  Domine.  "It's  growing 
as  a  hub  for  business  and  tourism.  Its  leaders  realize  the  region's 
oil  income  cannot  last  indefinitely,  and  they  have  invested  in 
infrastructure  to  make  it  a  world-class  destination." 


Dubai:  Thriving  Global  Hub  Welcomes 
Business  and  Incentive  Travelers 

An  exotic  destination  with  a  cosmopolitan  lifestyle,  Dubai  is 
drawing  business  and  leisure  travelers  from  around  the  globe. 
The  emirate's  entrepreneurial  spirit  has  driven  infrastructure 
development  on  a  grand  scale  over  the  last  two  decades.  Tourism 
revenue  accounts  for  30%  of  the  emirates  economy,  while 
crude-oil  exports  have  shrunk  to  only  3%. 

The  new  Dubai  is  taking  shape  with  the  vision  and  leader- 
ship of  Vice  President,  Prime  Minister  of  UAE  and  Ruler  of 
Dubai  His  Highness  Sheikh  Mohammed  bin  Rashid  Al 
Maktoum.  With  the  goal  of  creating  a  lasting,  healthy  economy 
for  its  1 .2  million  residents,  "the  Merchant's  City"  is  welcoming 
international  visitors  with  sights  and  experiences  found  nowhere 
else  in  the  world. 

Dubai  is  a  convenient  meeting  point,  with  direct  flights 
from  most  European  capitals  and  other  major  cities  including 
New  York,  Houston,  Atlanta  and  Toronto.  "The  deluxe  air 
carriers  serving  Dubai,  including  the  award-winning 
Emirates,  offer  entertainment,  gourmet  dining  and  added 
luxuries  for  the  flight,"  says  Alba  Hotchkiss,  director  North 
America,  Dubai  Department  of  Tourism  and  Commerce 
Marketing. 

"Dubai  is  a  great  business  hub  with  infrastructure  that 
makes  it  easy  to  service  the  region,"  says  Bill  Schrom,  chief 
executive  officer  of  reservoir  services  company  Geotrace,  with 
major  regional  headquarters  in  Houston,  London  and  Cairo. 
"Beyond  business,  the  people  are  friendly,  the  beaches  are 
beautiful,  golf  facilities  are  excellent,  there  are  great  historic 
sites,  and  the  surrounding  desert  offers  tranquility  away  from 
the  city." 


Burj  Al  Arab,  Dubai 


Dubai  offers  travel  organizers  a  safe  and  secure  destination  tha1 
is  new  and  different,  combining  variety  and  excitement  with 
professional  destination  management  services  and  one-of-a-kinc 
luxury  hotels.  The  Dubai  Convention  Bureau  provides  a  full  range 
of  services,  from  venue  research  and  bid  assistance  to  on-site  event 
services  and  post-event  feedback. 


Luxury  Abounds  in  Orlando 


Upscale  accommodations  are  an  Orlando  trademark,  and  work 
is  already  under  way  for  an  additional  5,800  luxury  brand- 
name  hotel  rooms.  Among  the  newest  due  on  the  scene  are: 

Westin  Imagine  Orlando  —  Located  directly  across  from  the  Orange 
County  Convention  Center  opening  in  spring  2008,  this  12-story, 
315-room  hotel  with  7,200  square  feet  of  meeting  space  will 
anchor  the  Village  of  Imagine,  a  30-acre  urban  village  complete  with 
dining  and  entertainment  venues  and  picturesque  walking  paths. 

Hilton  Hotel  &  Waldorf=Astoria  —  Hilton  has  broken  ground  on  a 
480-acre  complex  including  a  498-room  Waldorf=Astoria,  the  first 
outside  New  York  City,  and  a  1 ,000-room  Hilton  Hotel.  Set  to  open  in 
late  2009,  the  complex  will  be  Hilton's  largest  mainland  U.S.  resort. 

Intercontinental  Resort  at  Palazzo  del  Lago  —  Approximately  four 
miles  from  the  convention  center,  the  42-acre  luxury  Palazzo  del 


Lago  waterfront  resort  will  feature  a  1,260-room  InterContinei 
Hotel.  When  it  opens  in  late  2009,  it  is  expected  to  be  the  larg 
Intercontinental  in  the  world. 

Four  Seasons  Orlando  —  The  luxury  hotel  brand  has  announl 
plans  to  anchor  a  new  900-acre  resort  area  at  Walt  Disney  W« 
Resort  in  2010  that  will  include  golf,  dining  and  shopping. 

The  Orlando/Orange  County  Convention  and  Visitors  Bureau  offers  c 
tomized  services  for  meeting  and  incentive  groups,  aimed  at  incre 
ing  attendance  and  creating  memorable  experiences.  In  additior 
providing  promotional  materials,  film  footage  and  destination  gui 
books,  the  CVB  can  also  design  a  customized  Web  site  for  visrt 
groups.  Its  "Unexpected  Orlando"  guide  highlights  cultural,  ethnic,  I 
torical  and  natural  outdoor  activities  to  complement  incentive  progr 
itineraries.  Groups  can  also  obtain  from  the  bureau  a  "Preferred  Vis 
Magicard"  for  discounts  on  area  attractions,  restaurants  and  shops 


Dubai. 

Where  one  great  experience  leads  to  another. 


Uncrowded  clean  beaches  and  year-round  sunshine.  Luxury  hotels  and  restaurants  serving  a  variety  of  international 
cuisine.  World  class  conference  facilities,  shopping  malls  and  unique  gold  &  spice  souks.  Desert  adventures,  snow 
and  sand  skiing,  and  heritage  attractions  for  a  fascinating  Arabian  experience.  Dubai  is  accessible  from  all 
continents  with  daily  flights  and  offers  a  safe  environment  for  all  visitors.  Dubai  has  it  ail. 


GOVERNMENT  OF  DUBAI  P.O.  Box:  594,  Dubai,  United  Arab  Emirates.  Tel:  00971  4  2010220,  Fax:  00971  4  2010414. 

>EPARTMENT  OF  TOURISM  AND  COMMERCE  MARKETING  Website:  http://dcb.ae   e-mail:  info@dcb.ae 


The  Spa  at  the  Omni  Orlando  Resort  at  Champions  Gate 


"An  incentive  travel 
destination  doesn't  need 
to  be  far  away  or 
expensive  to  provide  a 
unique  and  memorable 
experience.  For  example, 
city-based  organizations 
can  consider  retreats  or 
trips  to  more  rural  areas. 
Companies  in  smaller 
towns  can  do  weekend 
getaways  or  short 
city  stays." 

—  Michael  D.  Gehrisch, 
President  and  CEO, 
Destination  Marketing 
Association  International  (DMA1) 


Orlando:  VIP  Service  for  Incentive  Groups 

Orlando  continues  to  expand  its  well-earned  reputation  as 
world-class  meeting  destination.  The  city  hosts  4  million  delegate 
each  year  "in  facilities  that  accommodate  small  groups  as  well  a 
large  citywide  conventions  and  trade  shows.  Orlando's  range  o 
hotels,  entertainment  and  leisure  activities  certainly  makes  it  ; 
choice  spot  for  executives  with  families.  It's  also  evolving  as  a  play 
ground  for  adults,  with  one  of  the  nation's  newest  spa  destinations 
golf  's  ultimate  theme  park,  high-end  brand-name  shopping  and 
host  of  trendy  new,  independent  restaurants  complemented  bj 
celebrity-chef  eateries.  Orlando's  Central  Florida  location  makes  i 
an  ideal  starting  point  for  easy  day  trips  to  the  beach,  scenic  nature 
preserves,  high-energy  spectator  sports  and  unique  cultural,  educa 
tional  and  historic  attractions. 

As  a  city  built  on  hospitality,  Orlando  knows  how  to  delive 
VIP  service  to  incentive  groups.  Its  special  event  venues  offei 
unique  options.  "We  can  help  groups  with  everything  imagi- 
nable, and  we  are  fortunate  to  have  the  ability  to  offer  choice; 
that  fit  any  need  and  budget,"  says  Gary  Sain,  president  anc 
chief  executive  officer  of  the  Orlando/Orange  Count) 
Convention  and  Visitors  Bureau.  "There  are  choices  that  fu 
any  need  and  budget.  Orlando's  entertainment  industry  is  an 
added  advantage.  It  allows  groups  to  incorporate  an  extra  ele- 
ment of  creativity  and  excitement  that  makes  any  incentive 
program  a  success." 

Orlando's  hospitality  extends  to  the  Orlando  International 
Airport.  In  2006,  it  was  ranked  "Airport  with  the  Best  Customer 
Service  Airport-Wide"  by  Airport  Revenue  News.  Located  with- 
in 15  miles  of  the  Orange  County  Convention  Center  and 
major  attractions,  it  serves  more  than  35  million  passengers 
annually.  Orlando  ranks  among  the  top  10  most  affordable 
airfare  destinations  in  the  U.S.  More  than  40  airlines  provide 
non-stop  service  from  88  cities  in  the  U.S.  and  19  international 
cities  to  Orlando.  I 
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ILLIONAIRES 


[HE  YOUNGEST 


IT  TAKES  MOST  PEOPLE  A  LIFETIME  TO  BUILD  A  FORTUNE.  BEHOLD  THE 
CROESUS  KIDS:  50  BILLIONAIRES  UNDER  THE  AGE  OF  40.  BELOW  ARE  THE 
WORLD'S  20  YOUNGEST— ALL  OF  THEM  UNDER  36  YEARS  OLD.  SOME 
INHERITED  THEIR  FORTUNES,  INCLUDING  CHINA'S  RICHEST  WOMAN,  A 
GERMAN  PRINCE  AND  THE  CHILDREN  OF  SLAIN  LEBANESE  PRIME  MINISTER 
RAFIK  AL-HARIRI.  OTHERS  MADE  THEIR  OWN  NUT.  AMONG  THEM: 
GOOGLE'S  COFOUNDERS  AND  THE  YOUNGEST  BILLIONAIRE  ON  THE  PLANET, 
FACEBOOK  FOUNDER  MARK  ZUCKERBERG. 


3 


Worth  How  Much? 

Last  October,  when  Microsoft  paid 
$240  million  for  a  1.6%  stake  in 
Facebook,  the  addictive  social  net- 
working site,  everyone  did  the 
math — and  came  up  with  a  neck- 
snapping  valuation  of  $15  billion. 
But  would  it  really  fetch  that  much 
today?  Some  analysts — and  a  few 
Facebook  investors — doubt  it. 
Last  year  the  company  is  said 
to  have  copped  $150  million 
in  sales.  It's  very  unlikely  that 
Facebook  could  sell  for  100 
times  revenue;  Google  trades 
at  around  nine  times  sales  (and 
earns  way  more  money).  To  be 
conservative  we're  valuing 
the  company  at  $5  billion, 
taking  into  account  the 
site's  massive  popularity — 
but  also  its  inability,  thus 
far,  to  separate  much  cash 
from  its  users.  How  much 
is  the  estimated  30% 
stake  of  founder  Mark 
Zuckerberg  worth?  We 
think  $1.5  billion. 


Malvinder  Singh 

35 


Sergei  Polonsky 


John  Arnold 
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AGE 

NET  WORTH 
(SBIL) 

CITIZENSHIP 

SOURCE 

1  NAME 

AGE 

NET  WORTH 
(SBIL) 

CITIZENSHIP 

SOURCE 

ark  Zuckerberg 

23 

$1.5 

United  States 

Facebook 

Sergey  Brin 

34 

$18.7 

United  States 

Google 

nd  Hariri 

24 

1.1 

Lebanon 

inherited 

Sameer  Gehlaut 

34 

1.2 

India 

finance 

bert  von  Thurn  und  Taxis 

24 

2.3 

Germany 

inherited 

Xian  Yang 

34 

1.6 

China 

coal 

3ng  Huiyan 

26 

7.4 

China 

inherited 

Kostyantin  Zhevago 

34 

3.4 

Ukraine 

finance,  mining 

ihd  Hariri 

27 

2.3 

Lebanon 

inherited 

Viktor  Kharitonin 

35 

1.1 

Russia 

pharmaceuticals 

ymin  Hariri 

29 

2.3 

Saudi  Arabia 

inherited 

Larry  Page 

35 

18.6 

United  States 

Google 

egumhan  Dogan  Faralyali 

31 

1.0 

Turkey 

inherited 

Sergei  Polonsky 

35 

1.2 

Russia 

real  estate 

livinder  Singh 

32 

2.5' 

India 

inherited 

Serra  Sabanci 

35 

1.1 

Turkey 

inherited 

aofeng  Peng 

33 

2.5 

China 

solar  energy 

Malvinder  Singh 

35 

2.5' 

India 

inherited 

hn  Arnold 

34 

1.5 

United  States 

hedge  funds 

Dmitry  Zelenov 

35 

1.4 

Russia 

real  estate 

others  Malvinder  and  Shlvinder  Singh  share  a  $2.5  billion  fortune. 
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Revenge 
Of  The 
Ne'er-Do-Well 


HIS  INDIAN  FATHER  WORRIED  THAT 
MICKY  JAGTIANI  WOULD  NEVER  AMOUNT 
TO  ANYTHING.  BUT  THE  PRODIGAL  SON 
BUILT  A  GIANT  RETAILING  EMPIRE  IN  THE 
MIDDLE  EAST.  BY  DEVON  PENDLETON 


UKESH  (MICKY)  JAGTIANI  REMEMBERS  WEI 
some  last  words  from  his  dying  father.  "I  doi 
know  how  Mickys  going  to  feed  himself— beit 
Indian  with  no  degree,"  his  father  lamented.  "C 
what  is  he  going  to  live?" 
His  dad  had  reason  to  worry.  An  Indian  immigrant  who  he 
moved  his"  family  to  Kuwait,  he  had  scraped  together  the  funds 
send  Jagtiani,  then  17,  to  accounting  school  in  London.  But  h 
prodigal  son  had  flunked  several  exams  and  eventually  droppt 
out.  Micky  was  also  drinking  and  smoking  heavily.  To  suppo  I 
himself  he  cleaned  hotel  rooms  and  drove  a  taxi  around  the  ci 
until  he  could  barely  afford  to  do  even  that.  In  1972  he  rejoine 
his  family  in  the  Persian  Gulf,  where  life  took  a  turn  for  tin 
worse.  His  older  brother  Mahesh  was  diagnosed  with  leukem 
and  died  within  months.  His  father,  a  diabetic,  died  soon  afte 
he  lost  his  mother  the  next  year,  to  cancer.  Micky  Jagtiani  was  3 
years  old,  without  a  family  and  with  no  prospects. 

Jagtiani's  first  impulse  was  to  head  back  to  India,  where  he, 
spent  a  chunk  of  his  youth,  and  work  for  a  charity  relieving  tr 
poor.  But  he  felt  an  even  stronger  obligation  to  take  over  the  retc 
space  in  Bahrain  that  his  brother  had  rented  before  getting  sic 
With  $6,000 — the  entire  sum  left  to  him  by  his  family — ) 
bought  baby  merchandise  to  sell  to  families,  particularly  expatr 
ates.  Starting  modestly,  Jagtiani  focused  largely  on  the  thousanc 
of  Asian  immigrants,  mostly  Indians  and  Pakistanis,  who  wei 
moving  to  the  Gulf  for  better  jobs,  often  as  clerical  and  technic 
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workers  with  the  national  oil  companies. 

Today,  with  a  keen  eye  for  his  middle-class  customer,  Jagtiani 
oversees  one  of  the  largest  retailing  empires  in  the  Middle  East.  His 
$1.5  billion  (2007  sales)  Landmark  Group,  headquartered  in  Dubai, 
sells  ten  original  brands — shoes,  infant  wear,  apparel,  furniture- 
through  its  650  stores  in  ten  countries.  Landmark  turns  a  very  nice 
buck:  Last  year  it  netted  $211  million;  that  14%  margin  dwarfs  the 
industry  average  of  global  diversified  retailers  (4.6%)  and  bests  a 
leading  cheap-chic  retailer,  Inditex  (12.2%),  run  by  Spanish  billion- 
aire Amancio  Ortega.  By  FORBES'  reckoning,  Jagtiani,  who  owns 
just  under  100%  of  his  company,  is  worth  $2.5  billion. 

Jagtiani  is  a  modest  guy.  "You  came  here  to  meet  me?"  he  asks 
a  visiting  reporter.  He  attributes  his  success  to  "being  at  the  right 
place  at  the  right  time."  There's  something  to  that.  Landmark  gets 
85  cents  of  every  dollar  it  earns  from  Gulf  economies — those  of 
the  United  Arab  Emirates,  Bahrain,  Kuwait,  Saudi  Arabia,  Oman 
and  Qatar — which  collectively  have  expanded  at  an  average 
annual  rate  of  7.9%  over  the  past  five  years.  The  number  of  Indi- 
ans in  the  region  has  swelled,  up  from  258,000  in  1975,  when  he 
opened  his  first  store,  to  an  estimated  5  million  today.  (Many 
Palestinian  and  Jordanian  workers  were  kicked  out  in  1991  for 


Diapers,  clothes,  toys  and  strollers  all  under  one  roof:  Babyshop. 


backing  the  wrong  side  in  the  first  Gulf  war.)  In  Dubai  Indians 
represent  42%  of  the  emirate's  population;  South  Asians,  includ- 
ing Pakistanis,  Sri  Lankans  and  Filipinos,  make  up  almost  70%. 

He  knows  his  consumer  well.  His  parents  migrated  from 
Mumbai  to  Kuwait  in  the  1950s,  part  of  a  wave  of  39,000  Indians 
who  resettled  in  the  Gulf  after  the  first  oil  boom.  They  both  got 
jobs  initially  as  department  store  clerks.  Jagtiani  was  born  in 
Kuwait,  but  his  parents,  who  didn't  think  the  schools  there  were 
adequate,  sent  him,  at  age  3,  and  his  older  brother  to  Mumbai  to 
live  with  their  father's  sister  (one  of  19  aunts  and  uncles  he  had  in 
India).  At  12  Jagtiani  was  sent  to  Brummana  High  School,  a 
highly  regarded  Quaker  boarding  school  in  Lebanon,  east  of 
Beirut.  "Its  very  difficult  if  you're  Indian  to  have  a  lifestyle,  if  you 
don't  have  an  education,"  Jagtiani  explains. 

But  as  a  boy  he  struggled  with  school  and  with  being  away 
from  home,  often  hiding  in  the  shadow  of  his  more  charismatic 


brother.  "It  was  hard,"  he  recalls.  "You  feel  alone  at  times."  Afl 
graduation  in  1969  Jagtiani  was  packed  off  to  London  for  mc 
schooling  but  soon  dropped  out  and  worked  odd  jobs  to  susta 
a  bare  existence  and  a  couple  of  vices — smoking  four  packs 
cigarettes  and  downing  a  bottle  of  whiskey  every  day. 

Running  low  on  money,  he  returned  to  the  Gulf  in  1972  to 
with  his  family.  His  father  was  having  problems  with  busine 
partners.  Mahesh  had  signed  a  lease  for  a  store  in  Bahrain  ai 
planned  to  get  a  franchise  from  the  big  British  baby  produc 
retailer  Mothercare  but  hadn't  yet  been  approved.  After  Mahe 
got  sick,  the  family  moved  to  Bahrain  to  care  for  him.  "My  pe 
ents  were  very  shattered  by  Mahesh's  death,"  recalls  Jagtiani. 
think  their  grief  over  his  death  led  to  their  early  deaths." 

Despite  being  plagued  by  self-doubt  and  worries  over  a  la< 
of  experience  in  retail,  Jagtiani  decided  to  take  over  his  brothe 
lease.  He  filled  the  store,  which  he  named  Babyshop,  with  cloth< 
strollers,  bottles  and  other  gear.  Able  to  hire  only  one  employe 
Jagtiani  did  much  of  the  work  himself,  picking  up  boxes  from 
nearby  port,  stacking  inventory,  mopping  floors.  He  also  watche 
his  customers  closely  for  simple  ideas.  He  placed  a  bench  in  tl 
store  for  restless  husbands  who  otherwise  would  be  pacin 
Putting  infant  equipment — strollers,  diapers,  toys,  cribs  ar 
the  like — under  one  roof  was,  astonishingly,  a  novel  concep 
"Retail  is  not  rocket  science,"  he  says.  "I  have  always  been  a  hand 
on  person." 

After  Babyshop  opened  its  second  store,  Jagtiani  decided 
start  a  family.  In  1980  he  had  an  arranged  marriage  with  Renuk 
who  moved  from  Mumbai  to  Bahrain.  "She  was  very  clever,  fill 
ished  at  the  top  of  her  school  in  Bombay,"  says  Jagtiani.  "And 
flunked  all  my  exams."  They  soon  had  two  girls  and  a  boy,  all  < 
whom  spent  much  of  their  childhood  in  their  parents'  stores. 

Twelve  years  later,  with  six  stores  and  400  employees,  Jagtiai 
made  another  critical  decision,  moving  his  family  and  compar 
to  Dubai.  Its  ruler  at  the  time,  Sheikh  Maktoum  bin  Rashid  t 
Maktoum,  was  trying  to  transform  the  emirate  into  a  tax-fre 
shopper's  paradise.  Some  merchants  chased  the  high-end  marke 
One  tony  emporium,  Wafi  City,  opened  in  1991;  Burjuman,  or 
of  the  biggest  luxury  malls,  was  launched  a  year  later.  Jagtiai 
stayed  focused  on  the  overlooked  middle  class — as  well  as  o 
UAEs  burgeoning  Indian  population,  which  jumped  from  400.0C 
in  1991  to  950,000  a  decade  later.  He  opened  Babyshops  but  als 
several  new  stores,  including  Shoe  Mart,  a  discounter;  Horr 
Centre,  modeled  after  Ikea  but  offering  preassembled  furnituil 
at  cheap  prices;  and  Splash,  an  affordable  fashion  line,  conceive 
and  run  by  his  wife.  Today  all  but  Splash  are  market  leaders  i 
their  respective  categories. 

Still  haunted  by  his  early  struggles,  Jagtiani  is  obsessed  wit 
keeping  costs  low,  though  he  admits  he's  lousy  with  numbers.  S 
he  has  hired  a  group  of  200  financial  analysts,  who  monitc 
everything  from  the  price  of  raw  goods  (Landmark  designs  an 
makes  all  its  products)  to  an  item's  shelf  life.  Stuff  that  doesn 
move  in  30  to  45  days  is  likely  to  be  yanked.  "The  first  thing  I  sai 
to  myself  when  I  started  this  business  was  that  I  must  be  stronge; 
in  the  area  where  I'm  weakest,"  says  Jagtiani. 

The  stores  also  lean  heavily  on  Landmark's  research  into  con 
sumer  tastes  and  habits  in  the  Middle  East  and  South  Asia.  As 
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result,  Jagtiani  is  always  tinkering  with  his  stores.  As  his  cus- 
tomers grow  more  affluent,  he  has  invested  in  better  inventory 
and  glossier  fixtures  (like  Italian-made  shelving).  The  "Centre- 
point"  plan  is  designed  to  stimulate  greater  sales  by  linking 
several  different  stores — baby  goods,  shoes,  fashion  and  apparel — 
into  a  free-flowing  format.  It  has  also  made  shopping  more  en- 
joyable: Toddlers  romp  on  a  plastic  jungle  gym  among  rows  of 
changing  tables,  mothers  duck  into  the  designated  nursing  room 
and  a  young  family  takes  photos  in  front  of  a  coin-operated 
carousel.  At  malls  where  Landmark  serves  as  anchor  tenant  it 
also  operates  company-owned  restaurants,  called  La  Gaufrette 
and  Bazerkan,  and  "Fun  City"  playlands  with  slides,  arcade  games 
and  ball  pits. 

Jagtiani  himself  prefers  a  modest,  quiet  life.  A  cultural  Hindu, 
he  dabbles  in  Buddhism,  owns  one  car  (a  champagne-colored 
Mercedes)  and  shares  a  modest  home  in  Dubai  with  his  wife.  His 
biggest  vice,  he  claims,  is  a  nightly  habit  of  watching  "inspirational" 
movies.  No  surprise  that  among  his  favorites  are  stories  of  sacrifice 
as  the  ultimate  in  heroism — Ben-Hur  and  Gandhi. 

When  it  comes  to  expanding  his  empire,  Jagtiani  is  happy  to 
open  his  purse.  His  wife  is  in  charge  of  Landmark  International, 
which  takes  charge  of  new  ventures.  She  has  acquired  franchise 
rights  for  such  international  fashion  brands  as  the  U.K.'s  New 
Look,  Reiss  and  Aftershock  (women's  wear)  and  Turkish  fashion 
brand  Koton.  Last  October  Jagtiani  went  in  with  Icelandic  retail 
mogul  Jon  Asgeir  Johannesson  on  a  bid  for  American  icon  Saks. 


They  filed  a  joint  proposal  with  the  Securities  &  Exchange  Con 
mission  about  a  possible  takeover,  and  each  accumulated  sma 
stakes.  Jagtiani  declines  to  comment  on  the  deal,  which  seems 
have  fizzled.  Jagtiani  and  Johannesson,  who  met  several  yea 
ago,  also  both  invested  in  British  department  store  chain  Debei 
hams  (Jagtiani  now  owns  9%  of  it).  Later  this  year  Landmark 
planning  a  public  offering  on  the  Tadawul  exchange  in  Sau< 
Arabia,  to  raise  funds  for  some  of  these  initiatives. 

Lately  Jagtiani  has  turned  his  attention  to  his  parents'  hom> 
land.  It's  not  just  nostalgia.  Sales  of  India's  organized  retail  marke 
which  excludes  myriad  tiny  stores,  is  expected  to  notch  $22  bi 
lion  by  2010,  up  from  $8  billion  in  2007.  Landmark  opened  i 
first  department  store  in  Chennai  in  1999  and  a  year  later  opent 
outlets  in  Bangalore  and  Hyderabad.  Jagtiani's  eldest  daughtt 
who  graduated  from  Georgetown  University  in  Washington 
D.C.,  works  at  a  Home  Centre,  the  furniture  store,  in  Bangalor 
(His  other  daughter  works  at  Splash,  in  Dubai,  while  his  son 
still  in  college,  also  at  Georgetown.) 

India  is  now  home  to  60-plus  Landmark  locations.  In  Febnl 
ary  the  company  announced  plans  to  invest  another  $500  millk: 
there  over  the  next  two  years.  Jagtiani  also  seems  to  be  fulfillir 
personal  goals  in  India;  he  says  he  gives  money  to  orphanages  I 
its  slums  and  stays  overnight  at  these  homes  when  he  travels  al 
business.  "1  just  want  to  get  some  respect  for  those  people,"  sail 
Jagtiani.  "It's  no  crime  to  be  poor." 

Nor  to  be  rich.  If  only  his  father  could  see  him  now.  "I  thini 
my  dad  would  cheer,"  Jagtiani  smiles.  At  the  very  least,  "he  woul| 
know  today  I  can  feed  myself 


Bags  To 
Riches 

MICKY  JAGTIANI  IS  ONE 
OF  81  BILLIONAIRES  WHO 
MADE  A  FORTUNE  OFF 
THE  WORLD'S  SHOPPERS. 

Ingvar  Kamprad 

$31.0  BILLION,  RANK  7 

Ikea,  thrifty  furniture 
270  stores  in  35  countries. 

The  world's  richest  retailer, 
struggled  with  dyslexia.  As  a 
youngster,  peddled  matches, 
fish  and  Christmas  decora- 
tions by  bicycle.  Reputed  to 
be  quite  frugal:  flies  economy 
class,  frequents  inexpensive 
restaurants;  buys  Ikea  ware. 

Amancio  Ortega 

$20.2  BILLION,  RANK  22 
Zara,  cheap  chic  apparel 
1,139  stores  in  68  countries 

Son  of  a  railway  worker, 
apparently  got  started  as  a 


clerk  in  a  shirt  store.  With  $25 
and  help  from  his  then-wife 
Rosalia  Mera,  now  also  a 
billionaire,  began  making 
gowns  in  his  living  room. 
Avoids  wearing  ties. 

Philip  Green 

$8.4  BILLION,  RANK  107 
Topshop,  voguish 
women's  fashion 
410  stores  in  27  countries 

High  school  dropout  appren- 
ticed for  shoe  importer 
before  buying  first  store  at 
age  27.  Sir  Philip  reportedly 
flew  100  friends  to  Maldives 


for  55th  birthday  last  year. 
Launched  Kate  Moss  for  Top- 
shop  in  New  York's  Barneys 
in  2007.  Shares  fortune  with 
wife  Cristina. 

Richard  Schulze 

$3.6  BILLION,  RANK  296 
Best  Buy,  big-box 
electronics  retailer 
1,300  stores  in  3  countries 

After  high  school,  sold 
electronics  for  dad.  Opened 
a  car-stereo  shop  in  1966. 
Pioneered  customer-friendly 
tech  sales  such  as  "Geek 
Squad"  to  help  the  unsawy. 


Isak  Andic 

$3  BILLION,  RANK  368 
Mango,  swank 
urban  fashions 
1,000  stores  in  89  countries 

Secretive  Turkish-born 
Spaniard  reportedly  got 
his  start  selling  clothes  in 
Barcelona's  street  markets. 
The  $1.8  billion  (sales)  com- 
pany recently  opened  new 
stores  in  such  markets  as 
San  Francisco  and  Miami. 
Possible  key  to  his  success: 
82%  of  Mango's  6,500 
employees  are  women; 
their  average  age  is  just  30. 


114      FORBES      MARCH  24,  2008 


BILLIONAIRES 


Buying  City  Hall 
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)HN  CATSIMATIDIS  BUILT  A 
RTUNE  IN  SUPERMARKETS, 
EAL  ESTATE  AND  OIL  NOW 
E  WANTS  TO  BECOME  THE 
NEXT  BILLIONAIRE  MAYOR 
OF  NEW  YORK  CITY. 
BY  MATTHEW  MILLER 


ON  A  RECENT  DREARY  MORN- 
ing  in  Manhattan  John  A. 
Catsimatidis  was  gobbling  a 
breakfast  of  egg  whites, 
spinach  and  toast  at  Mid- 
town's  Harry  Cipriani,  a  joint  that  gets  its 
prestige  from  its  prices  rather  than  from  its 
cuisine.  Between  bites  the  grocery  magnate 
rattled  off  a  few  things  he  wants  to  accom- 
plish this  year:  "I  need  to  improve  my  pub- 
He  speaking,  I  need  to  know  all  of  the  prob- 
lems voters  are  facing,  and  I  need  to  lose  30 
pounds  to  look  better  on  television."  Catsi- 
matidis ("cat-si-ma-TEE-dees")  wants  to 
succeed  Michael  Bloomberg  and  become 
New  York  City's  second  billionaire  mayor. 

Why?  The  chairman  of  Red  Apple 
Group — a  holding  company  for  the 
Gristedes  supermarket  chain,  commercial 
real  estate,  an  oil  refinery  and  gas  stations — 
doesn't  have  a  snappy  answer.  "I  don't  want 
New  York  to  turn  into  downtown  Detroit," 
he  says.  "If  we  lose  our  middle  class  by 
allowing  New  York  to  be  a  place  where  only 
the  rich  and  the  poor  live,  it  will  be  a  disas- 
ter." He  has  built  up  his  $2.1  billion  net 
worth  through  dumb  luck  and  shrewdness, 


and  he  says  he's  willing  to  spend  perhaps 
$100  million  of  it  to  win  the  office,  $15  mil- 
lion more  than  Bloomberg  spent  to  win 
reelection  in  2005.  The  primaries  are  a  year 
and  a  half  away. 

Catsimatidis  has  no  press  secretary  and 
one  political  adviser;  that's  about  to  change. 
The  newspapers  have  given  him  a  little  play, 
most  of  it  dismissive.  The  only  public  posi- 
tion he's  held:  president  of  the  Manhattan 
Council  for  the  Boy  Scouts  of  America. 
Then  there's  the  flip-flopping.  A  supporter 
of  Reagan  "who  fell  in  love  with  Bill  Clin- 
ton," Catsimatidis,  a  lifelong  Democrat,  says 
he  will  run  as  a  Republican  candidate.  He  is 
an  admirer  of  Bloomberg,  an  Independent 
with  a  socialist  streak 

Does  the  grocer  stand  a  chance?  "There 
is  nothing  unique  about  him,  except  that  he 
is  rich,"  says  Mitchell  Moss,  professor  of 
urban  policy  at  New  York  University  and  a 
onetime  adviser  to  Bloomberg.  "He  won't 
be  able  to  turn  owning  oil  and  supermar- 
kets into  votes." 

Born  on  the  island  of  Nissyros,  Greece, 
Catsimatidis,  59,  settled  in  uptown  Man- 
hattan as  an  infant.  His  father,  who'd  been  a 
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INTRODUCING  THE  GEORGETOWN -ESADE  GLOBAL  EXECUTIVE  PROGRAM 

Combining  the  strengths  of  three  world-class  graduate  schools  -  ESADE  Business  School, 
Georgetown's  Walsh  School  of  Foreign  Service  and  Georgetown's  McDonough  School 
of  Business  -  the  Global  Executive  MBA  is  delivered  in  six  1 1-day  modules  over  sixteen 
months.  The  program  leads  to  MBA  degrees  from  both  Georgetown  and  ESADE. 


Georgetown  University 

School  of  Business /School  of  Foreign  Service 

www.globalexecmba.com 


ESADE 

Business  School 
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lighthouse  operator,  found  work  as  a  bus- 
boy.  John  attended  high  school  at  Brooklyn 
Tech  and  received  a  congressional  nomina- 
tion to  West  Point.  But  instead  of  becoming 
a  cadet,  he  studied  engineering  at  NYU. 
During  his  senior  year  a  friend  convinced 
Catsimatidis  to  become  his  partner  in  a 
fledgling  family  supermarket.  For  his  share 
Catsimatidis  agreed  to  work  off  $10,000  at 
$1,000  a  month  once  they  were  profitable 
and  to  forfeit  his  stake  if  he  missed  a  pay- 
ment. They  cleaned  up  the  store  and  were 
quickly  generating  $1,000  a  week  in  profit. 
Catsimatidis  soon  went  it  alone,  opening 
his  first  Red  Apple  grocery  store  in  1971. 
He  never  borrowed  from  banks. 

By  the  time  he  was  25  Catsimatidis 
owned  ten  stores  debt  free  and  was  gross- 
ing $25  million  a  year.  In  1977,  when  every- 
one in  New  York  was  selling  real  estate,  he 
bought  up  $5  million  in  Manhattan  prop- 
erty. (Five  years  later,  he  says,  the  invest- 
ment was  worth  $100  million.)  "A  total 
accident,"  he  says.  "I  wasn't  smart,  I  just 
needed  a  place  to  put  all  the  money  I  was 


making  with  the  supermarkets." 

Approaching  30,  Catsimatidis  got  his 
pilots  license,  then  bought  his  first  plane,  a 
Cessna  206.  His  obsession  with  flying  led  to 
a  new  investment:  the  airline  business. 
When  gambling  was  legalized  in  Atlantic 
City  in  the  late  1970s,  Catsimatidis  noticed 
that  the  big  customers  from  New  York  City 
were  arriving  via  limo;  fellow  gamblers 
from  Connecticut  and  Massachusetts 
tended  to  stay  put  because  of  the  long  drive. 
Sensing  opportunity,  Catsimatidis  built  a 
small  fleet  of  corporate  jets  to  shuttle  play- 
ers from  New  England,  a  business  that  grew 
to  40  planes  flying  executives  around  the 
East  Coast.  He  ran  this  business  under 
three  different  names  until  1990  and  even- 
tually sold  out  to  Richard  Santulli,  who 
went  on  to  create  Netjets. 

Then  he  overreached.  In  1984  Catsima- 
tidis bought  regional  airline  Capitol  Air, 
which  operated  half  of  what  is  now  the 
British  Airways  terminal  at  JFK  Airport. 
Capitol  soon  went  bankrupt.  "Airlines  are  a 
pricey  business,"  he  says.  "I  was  really  in  it 
for  the  love  of  flying." 

While  trying  to  salvage  the  airline  in 
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Moguls  as  Meddlers 

THE  ULTRARICH  JUST  CAN'T  SEEM  TO  STAY  PUT  COUNTING  THEIR 
MONEY  BAGS  OR  EXPANDING  THEIR  FORTUNES.  SOME  OF  THEM 
FEEL  COMPELLED  TO  JUMP  INTO  PUBLIC  SERVICE— OR,  AT  LEAST, 
TO  PULL  THE  LEVERS  OF  POLITICAL  POWER  BEHIND  THE  SCENES. 


MICHAEL 
BLOOMBERG 

$11.5  BILLION 

The  mayor  spent  a 
combined  $159 
million  on  two 
successful  runs  as 

New  York  City's 

chief  executive. 

SAAD  HARIRI 

$3.3  BILLION 

The  son  of  slain 
Lebanese  prime 
minister,  Rafik,  is 
now  the  nation's 
parliamentary 
majority  leader. 

SILVIO 
BERLUSCONI 

$9.4  BILLION 

Italy's  richest 


man  lost  a  reelection 
bid  to  Romano  Prodi 
last  year  but  is  a 
good  bet  to  become 
prime  minister  again 
this  year. 

MICHAEL 
SPENCER 

$1.1  BILLION 

Treasurer  of  Britain's 
conservative  Tory 
party  is  also  chairman 
of  ICAP,  the  world's 
largest  interdealer 
broker. 

TOM  GOLISANO 
$1.6  BILLION 

Cofounder  of  the 
Independence  Party 
of  New  York  spent 
$90  million  of  his 


own  in  three  failed 
attempts  to  become 
governor. 

RONALD  BURKLE 
$3.5  BILLION 

Longtime  friend  of 
Bill  gave  Clinton  a 
job  as  an  adviser  to 
his  Yucaipa  private 
equity  firm  in  2002 
and  has  raised 
millions  for  Dems, 
including  Hillary's  bid. 

OPRAH  WINFREY 

$2.5  BILLION 

Can  the  Queen  of  All 
Media  help  Barack 
Obama  win  the 
presidency?  Maybe, 
if  enough  of  her 
viewers  go  that  way. 


bankruptcy  court,  Catsimatidis  stumbl 
on  the  Chapter  1 1  proceedings  of  a  fled 
ling  oil  outfit  called  United  Refining  C 
which  was  selling  assets  just  to  make  pa 
roll.  In  1987,  for  $7.5  million  in  cash,  Cat 
matidis  bought  all  the  shares  and  renego 
ated  with  creditors,  repaying  $120  millii 
in  debt  over  the  next  decade.  Today  Unit' 
operates  a  refinery  in  Pennsylvania  th 
processes  70,000  barrels  of  oil  a  day  and  w 
generate  $2.9  billion  in  sales  this  year.  Adc 
tionally  the  company  owns  372  gas  statio 
under  the  names  Kwik  Fill,  Country  F< 
and  Keystone.  In  December  Catsimatk 
created  a  unit,  United  Refining  Energy,  ai 
took  it  public  on  the  American  Sto 
Exchange,  raising  $450  million  as  a  blan 
check  company.  There's  not  much  float,  ai 
the  units  have  barely  budged  from  their  $ 
offering  price.  No  matter.  It  was  a  che; 
way  to  lever  up  in  order  to  hunt  for  anoth 
refinery. 

The  bid  for  Gracie  Mansion  is  Catsim 
tidis'  biggest  gamble.  He  is  grooming  se 
eral  executives  to  take  over  Red  Apple 
the  event  of  a  run,  since  a  win  would  for 
him  to  give  up  operational  control  of  all  r 
businesses.  It  gets  messier.  Catsimatid 
owns  a  parcel  of  land  on  Myrtle  Avenue 
Brooklyn  and  plans  to  build  on  it.  Tl 
condo-and-office  project,  close  to  mog 
Bruce  Ratner's  controversial  Atlantic  Yar< 
development,  will  cost  $175  million 
build,  though  its  proceeding  piecemeal  in 
dicey  market.  If  he  were  mayor,  hed  have 
steer  clear  of  the  project. 

A  big  if.  Catsimatidis  says  he  has  alwa 
been  interested  in  politics,  but  got  mo 
involved  after  meeting  George  H.W  Bus 
During  Bush's  term  Catsimatidis,  a  devo 
Greek  Orthodox,  helped  fund  the  coi 
struction  of  a  new  chapel  at  Camp  Davi 
He  later  raised  funds  for  Bill  Clinton's  19^ 
reelection,  for  Hillary  Clinton's  first  run  fi 
the  Senate  in  2000  and  for  her  current  pre 
idential  campaign. 

Last  year  Catsimatidis  crossed  par 
lines.  He  had  to  register  as  a  Republican,  1 
argues,  because  no  pro-business  Candida 
could  ever  earn  the  support  of  the  Ne 
York  Democratic  Party.  Fair  point.  Firs 
though,  he  must  convince  the  GOP  he  ca 
win — against  such  possible  luminaries  ; 
Richard  Parsons,  the  former  Time  Warn* 
chief,  and  current  New  York  City  Polic 
Commissioner  Ray  Kelly. 
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 bin  Fever? 


Solution:  Avantair's  P.180  Fractional  Ownership  Program 


(T)  (?)  (T)  (T) 


T40XR       PILATUS  PC-12 


With  a  cabin  cross  section  the  same  size  as  a  super  mid-size  jet,  you'll 
appreciate  the  ultra-spacious  cabin  Avantair's  P.180  offers  -  a  stand-up 
cabin  with  overstuffed  leather  seats 
and  a  fully  enclosed  private  lavatory. 
Plus,  with  Avantair's  P.180  you'll  experi- 
ence a  whisper  quiet  ride  that  even 
some  jets  can't  promise.  Unmatched 
safety,  cabin  comfort,  performance, 
superior  service  along  with  the  lowest 
fuel  surcharge  in  the  industry  make 
Avantair's  fractional  ownership  program 
the  perfect  cure  for  your  cabin  fever. 


a  v  a  n  t  a  I  r 


Also  available, 
the  Avaniair  Edge  Card 


AVANTAIR  FRACTIONAL  OWNERSHIP   |    877.289.7180   |  AVANTAIR.COM 
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CITY  STANDOFF 


LONDON 


Billionaires'  Favorite  Hangouts 

One  in  six  billionaires  calls  Moscow,  New  York  or  London  home,  lured  perhaps  by  gourmet  restaurants, 
hot  nightclubs  or  proximity  to  other  dealmakers.  How  do  these  centers  of  finance  and  culture  stack  up 
against  each  other  when  it  comes  to  life's  necessities  and  pleasures?  — Chaniga  Vorasarun 


Moscow 


New  York 


London 


Number  of 
billionaires 


Average  net  worth 
Most  prominent 


Long-term  capital 
gains  tax 


Dinner  for  two 


Opera  ticket 


74 


71 


36 


$5.9  billion 


$3.3  billion 


Roman  Abramovich, 
Roustam  Tariko, 
Vladimir  Potanin, 
Oleg  Deripaska 


13% 


$300  at  Nedalny  Vostok 


Donald  Trump, 
Michael  Bloomberg, 
Carl  Icahn, 
Rupert  Murdoch 


15% 


$550  at  Per  Se, 
nine-course  tasting  menu 


$4.1  billion 

Richard  Branson, 
Lakshmi  Mittal, 
Philip  Green, 
Bernard  Ecclestone 


$8  mil  for  4-bedroom  in 
Zhukovka  Village 


$12  mil  for  4-bedroom  on 
Central  Park  West 


$60/day 
$40/day 


no  cost, 
government-run 


$50,  Bolshoi 
Theater 


$30/hr 


$25/hr 


10% 

(18%,  as  of  April) 


$440  at  Gordon  Ramsay  at 
Royal  Hospital  Road, 
seven  courses 


$14  mil  for  a  4-bedroom 
in  Belgravia 


$18/hr 


i18/hr 


$30,000/year  at 
Fieldston  School 


$275,  The 
Metropolitan  Opera 


$8,000/term  at 
Knightsbridge  School 


$330,  Royal  Opera 
House 


Hotel  for 
2  nights 


$10,000  at  Ritz-Carlton, 
Carlton  Suite 


$4,300  at  Four  Seasons, 
Executive  Suite 


$7,600  at  The  Dorchester, 
Dorchester  Suite 


Spa  massage 


$315  for  1.5-hour  massage 
at  Tretyakov  Spa 


$135  for  a  one-hour 
massage  at  Townhouse 


$130  for  a  one-hour 
massage  at  Earth  Spa, 
Belgravia 


$200/4  hours 
$200  at  Taylor  Taylor 
$1,600  at  Mahiki 


$50/day 


120      FORBES       MARCH  24,  2008 


Our  name  ^ 
may  be  new. 

But  the  people 
behind  it  won't 


i_  

need  any 

mm  m  mm 

introductions. 

l  f         \  . 


specialty  products,  including  dental,  vision  and  life  insurance.  Things  that'll 
change  can  only  mean  more  advantages  for  you.  Like  more  plans  to  give 
your  employees  more  of  what  they  want  and  less  of  what  they  don't  need. 
And  more  choices  overall.  As  American  health  care  enters  a  time  of  transition, 
Anthem  Blue  Cross— an  old  friend  with  a  new  name— will  lead  the  way. 

To  learn  more,  call  your  agent,  broker  or  an  Anthem  Blue  Cross  representative. 
Or  visit  welcometoanthembluecross.com. 

Welcome  to  Anthem  Blue  Cross,  California  s 
and  newest  health  benefit 


rUUKNUW  WHU'U  MHKt  H 

GOOD  BIG  BROTHER? 
NO,  SERIOUSLY,  DO  YOU? 


1. 

THINK 
2. 

TAKE  CAMERA  PHONE  PICTURE 
3. 

SEND  TO  SOMEONE  DESERVING 
4. 

BASK  IN  YOUR  AMAZINCTUDE 


CENTER  yOUR  CAMERA  ON  TEXT  AND  CLICK 


1 


CENTER 


OU'D  MAK 
ACOODBIC 
BROTHER 


VISIT 


CENTER 


(  DON'T  FORGET  TO  ADJUST  yOUR  ZOOM  ) 


SANF/E 


Big  Brothers  Big  Sisters 


Can  an 


A  Regus  office  can. 

Because  it's  not  a  regular  office.  It's  a  fully  equipped  office 
that  has  ail  of  the  best  amenities  built  in.  The  furniture.  The 
technology.  The  behind-the-scenes  people  who  make  a 
business  run  smoothly.  It's  all  available  and  ready  to  go. 
Whether  you  need  a  one-person  office  or  a  multiperson  team 
room,  you  can  be  up  and  running  in  no  time  —  with  minimal 
start-up  costs.  Visit  us  today.  Move  in  tomorrow.  It's  that  easy. 


Try  our  offices 
for  free. 

Call  1-800-OFFICES  to  reserve  your 
free  day  office  at  a  Regus  location 
near  you.  For  complete  details, 
visit  www.regus.com/offer. 

22  Bay  Area  locations 


1-800-OFFICES  (633-4237)  www.regus.com  950  global  locations 


As  an  investor,  Ron  Conway  looks  forthe  most 
talented  people  with  the  greatest  potential, 
and  then  secures  the  resources  they  need 
to  flourish.  T>  That's  why  as  a  philanthropist, 
Ron  is  partnering  with  UCSF  Medical  Center. 
Together  we're  buildinga  medical  complex 
where  scientific  innovations  are  becoming 
lifesaving  treatments  faster.  We're  already  the 
only  nationally  ranked  top-ten  hospital  in  the 
Bay  Area,  but  our  vision  is  to  provide  the  best 
patient  care  available  anywhere.  7}  To  learn 
more,  visit  ucsfhealth.org/future.  Together 
we  are  UCSF.  Advancing  Health  Worldwide. 


"INVEST  IN  THE  RIGHT  COMPANY,  AND  YOU  SEE  GOOD  RETURNS. 
INVEST  IN  THE  RIGHT  MEDICINE,  AND  IT  CHANGES  THE  WORLD." 


—Ron  Conway,  Silicon  Valley  angel  investor,  early  Google  backer,  philanthrope 


UC&: 

Medical  Center 
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alenti  International: 
founders  of  Traditional  Matchmaking 

||^^^   ANCHO  SANTA  FE,  CA—  The  more  you  have  partner,  as  this  client  from  France  can  attest  after 

to  offer,  the  harder  it  is  to  find  the  person  meeting  the  love  of  his  life,  a  woman  from  California: 
who  is  right  for  you-  that  special  someone. 

.And  with  time  as  our  most  precious  and  "Irene  really  listened  to  my  feedback.  Today  I  am 

)urce,  it  has  become  increasingly  difficult  for  married  to  a  stunning  and  sophisticated  woman  who 


jest  for  a  suitable,  compatible  and  enduring  life    of  experienced  professionals,  including  a  staff  of 

psychologists,  in  order  to  meet  with  and  get  to  know 
our  clients  personally." 

Valenti  International  takes  into  consideration  social 
and  economic  backgrounds,  family  values  and 
interests,  attractiveness,  as  well  as  personalities 
and  other  individual  considerations  necessary  to 
form  a  successful  match.  The  term  "Matchmaking  in 
the  European  Tradition-"  represents  an  established 
professional  process  carefully  structured  to  promote 
the  best  opportunity  for  results  for  each  client. 

Valanti   Intprnatinnal's  plitp  r.lifintfilfi  include  oeODle 


The  Valenti  Experience  is  now  profiled  on  video 
featuring  an  exclusive  interview  with  Irene  Valenti  and 
a  behind-the-scenes  look  at  the  founders  of  traditional 
matchmaking.  To  view  the  video/  please  visit  the  new 
Valenti  website  at  www.Valentilnternational.com  or 
call  (01)  858.759.9239  for  a  confidential  appointment. 


hited  resc 

.achievers  to  balance  their  life's  work  and  activities 
th  the  time  available  to  invest  with  loved  ones. 

le  question  is:  how  do  you  find  someone  you  can  trus 
id  is  an  expert  at  matchmaking?  Valenti  Internationa 
the  only  company  of  its  kind  that  can  help  discrete 
seeming  and  successful  people  worldwide  in  thei 
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PHILANTHROPY 


Blew 
Money, 

Big  Agenda 


CHINA'S  YOUNGER  TYCOONS  AREN'T 
JUST  SHAKING  UP  THE  ECONOMY. 
THEY  ARE  CHANGING  PHILANTHROPY. 
BY  RUSSELL  FLANNERY 


SHI  ZHENGRONG  CAME  HOME  TO  CHINA  IN  20G 
after  getting  an  engineering  degree  in  Australia  an 
working  as  a  solar  energy  researcher.  He  didn't  ha\ 
much  time  to  spend  on  philanthropy.  And  he  didr 
have  the  money.  He  was  an  entrepreneur  fighting  I 
get  his  company  off  the  ground. 

That  didn't  take  long.  Shis  company,  Suntech  Power,  wei 
public  on  the  New  York  Stock  Exchange  in  December  2001 
and  today  his  stake  is  worth  $2.9  billion.  "I  can  now  think  big 
says  the  45-year-old.  "If  you  still  have  to  worry  about  your  nes 
meal,  I  don't  think  you  can  do  that." 

Alongside  his  assets,  Shi's  donations  are  modest:  $2  millio 
in  China  so  far,  mostly  to  build  homes  and  finance  other  pro 
ects  in  his  hometown  of  Yangzhong;  $5  million  to  Al  Gore 
climate  change  organization;  $2  million  (pending)  for  the  Syc 
ney  Theatre  Co.  to  install  solar  panels  atop  its  waterfront  horm 
But  give  Shi  and  his  nation  time,  and  they'll  probably  do  a  lc 
of  catching  up.  Until  2004  private  charities  were  verboten  i 
China,  because  the  Communist  Party  feared  that  they  migr 
compete  with  it  for  the  populace's  affections.  Last  year  Chines 
charities  took  in  $12  billion,  including  gifts  from  domestic  an 


Shi  with  Zhang  Deming  and  daughter,  residents  of  a  Shi-built  house  in  Yangzhong. 


122      FORBES      MARCH  24,  2008 


OUTSOURCING  PRODUCTION  MAINTENANCE  TO  ADVANCED  TECHNOLOGY  SERVICES  DRIVES 
PRODUCTIVITY  HIGHER  AT  E-Z-GO.  The  market  leader  in  golf,  industrial  and  personal  use  vehicles, 
E-Z-GO  exceeds  quality  and  on-time  delivery  expectations.  With  97%  PM  compliance  and  significant 
reductions  in  downtime,  ATS  has  helped  E-Z-GO  increase  output  and  realize  more  than  $570,000  in 
Six  Sigma  savings.  Let  ATS  help  you  drive  more  performance  out  of  your  manufacturing  assets. 
Call  877.662.401 1  for  a  free  assessment. 


ATS 


Advanced  Technology  Services,  Inc. 

We  Make  Factories  Run  Better. 

www.advancedtech.com 


"ATS  has  become  an  integral  part  of 
the  E-Z-GO  team.  Since  joining  us  in 
2003,  there  has  been  a  significant 
reduction  in  machine  downtime  as  well 
as  an  increase  in  our  ability  to  predict 
and  prevent  machine  failure. " 

JOHN  COLLINS,  PLANT  MANAGER,  E-Z-GO 


Download  The  Guide  To  Increased  Asset  Performance  Through 
Outsourcing  Production  Maintenance,  www.advancedtech.coin/lheauide 
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foreign  givers,  lottery  proceeds  and  other  funds.  In  2005  direct 
giving  from  domestic  donors  equaled  0.05%  of  Chinas  gross 
domestic  product;  in  the  U.S.  the  figure  was  1.85%. 

More  important,  the  emergence  of  homegrown,  strong- 
minded  entrepreneurs — mirroring  the  growth  of  China's  pri- 
vate sector  since  the  1980s — is  shaking  up  a  field  where  Hong 
Kong,  American  and  other  overseas  Chinese,  and  politically 
connected  mainland  players,  have  tended  to  stick  to  the  gov- 
ernment's priorities.  Emboldened  by  their  business  success, 
younger,  newly  rich  tycoons  such  as  Shi  control  their  own 
charities  and  get  involved  in  the  details  of  where  the  money 
goes.  Among  China's  biggest  philanthropists  is  Yang  Huiyan, 
whose  $7.4  billion  fortune  makes  her  the  richest  person  in 
China.  With  her  father,  Yeung  Kwok  Keung,  she  donated  $32  mil- 
lion last  year. 

At  the  end  of  2007  China  had  1,369  charities,  with  one-third 
run  privately.  Indeed,  private  charities  accounted  for  virtually  all 
of  the  20%  increase  in  the  number  of  charities  from  a  year  earlier, 
says  Amy  Peng,  director  of  the  China  Charity  &  Donation  Infor- 
mation Center,  a  central  government  office  that  opened  only  a 
year  ago. 

Shi's  contributions  so  far  have  a  self-interested  flavor—  the 
climate  theme  plays  into  his  hands  because  he  is  a  vendor  of 
photovoltaics.  But  he  is  also  interested  in  social  issues.  He  has 
chided  the  government  for  its  one-child  policy  and  for  policies 
that  he  fears  will  lead  to  a  massive  neglect  of  the  rural  elderly. 
In  Yangzhong,  a  three-hour  drive  northwest  of  Shanghai,  Shi 
is  donating  money  to  build  35  houses  for  low-income  or 
disabled  rural  residents. 

Shi  and  others  are  also  prodding  government-linked  char- 
ities to  morph  into  middlemen,  locating  and  carrying  out  phil- 
anthropic projects  for  entrepreneurs  with  specific  interests. 
In  the  Yangzhong  project  five  individuals  must  sign  off  on 
every  yuan  spent.  Shi  has  also  hired  bankers  from  HSBC  in 
Hong  Kong  to  check  the  paperwork  before  any  money  is 
released.  Meeting  with  a  reporter,  Lu  Wanfu,  the  chief  of  the 
city's  charity,  arrived  with  stacks  of  receipts  from  its  most 
successful  son's  projects.  "If  people  aren't  confident  that  their 
money  is  being  spent  well,  they 
won't  donate,"  he  says. 

The  money  is  reaching  its 
target.  The  owner  of  one  of  the 
new  homes,  Zhang  Deming,  has 
little  more  than  gray  cement 
slabs  for  walls  and  an  airtight 
roof,  but  he's  thrilled.  His  wife 
disappeared  shortly  after  they 
were  married,  and  he  has  strug- 
gled to  overcome  a  permanent 
leg  injury  and  support  his  80- 
year-old  mother  and  an  8-year- 
old  daughter  with  a  part-time 
factory  job  and  farming  work 
that  brings  in  $75  a  month.  "Our 


Charity  Around 
The  World 

Giving  as  a  share  of  GDP. 


Source.  McKinsey  on  Nonprofits. 
Figures  are  for  2005. 


old  place  had  holes  in  the  roof  that  leaked  when  it  rained,' 
says.  This  city  of  280,000  has  another  1 ,000  families  in  simil; 
need,  officials  say.  Shi  has  pledged  to  give  the  city  $400,00 
over  the  next  four  years  and  is  in  talks  to  finance  a  hospit: 
aimed  at  low-income  families. 

In  the  pre-Communist  days,  China  had  a  culture  t 
noblesse  oblige.  For  centuries  the  rich  provided  food  an 
clothing  for  the  poor.  The  concept  of  philanthropy  in  Chir 
also  includes  people's  spending  time  inspiring  others  to  d 
good  works,  known  as  jiaohua.  Nearly  all  of  China's  riche 
families  fled  to  Hong  Kong  and  Taiwan  after  the  Communii 
Party  took  over  in  1949.  In  the  past  couple  of  decades,  thougl 
successful  Hong  Kongers  have  become  some  of  the  most  gen 
erous  givers  in  China.  Lee  Shau  Kee,  who's  worth  $19  billioi 
has  spent  $43  million  on  medical  and  job  training  in  China.  1 
Ka-shing,  worth  $26.5  billion,  has  pledged  to  give  away  a  thii 
of  his  wealth;  much  of  it  is  likely  to  be  spent  in  China. 

Shi  knows  what  it's  like  to  be  poor.  He  was  born  the  elde: 
of  four  children  of  a  farmer  who  grew  rice  and  corn  i 
Yangzhong,  a  25-mile-long  island  city  in  the  Yangtze  Rive 
The  principal  of  his  old  high  school,  Wang  Wangzhu,  sa) 
young  Shi  liked  to  recommend  books  to  his  classmates.  Shi 
father  says  he  managed  to  get  into  third  grade  two  years  earl 
by  pestering  a  teacher.  Having  enjoyed  physics  in  high  schoo 
Shi  found  success  early  on  by  focusing  on  light:  He  received 
bachelor's  degree  in  optical  science  from  Jilin  University  i 
1983,  a  master's  in  laser  physics  from  the  Shanghai  Institute  c 
Optics  &  Fine  Mechanics  in  1986  and  a  Ph.D.  in  electric, 
engineering  from  the  University  of  New  South  Wales,  Aus 


O  H  H  f  S       MARCH  24.  2003 


ollowing  the  tremendous  success  of  the  inaugural 
event,  which  took  place  in  Doha  this  past  February, 
we  will  again  bring  together  regional  government  leaders, 
global  heads  of  companies  and  Forbes  editors  for  two  days  of 
discussion  and  debate  concerning  the  short  and  long-term  oppor- 
tunities within  this  dynamic  region. 

The  Middle  East  is  at  a  critical  juncture.  Wealth  in  the  region  is  being  gen- 
erated at  a  dizzying  pace  thanks  to  high  oil  prices  and  increased  trade.  GDP 
growth  reached  6.3%  for  the  region  in  2006  —  up  from  an  average  of  3.6% 
a  year  during  the  1990s.  Yet  in  order  to  sustain  this  level  of  growth,  econom- 
ic diversification  is  crucial.  Who  will  create  the  100  million  jobs  the  Middle- 
East  needs  by  2020?  And  what  are  the  industries  of  the  future?  These  are  the 
crucial  questions  we  will  explore  together  at  the  Forum. 


TO  REGISTER  and  for  complete  agenda  and  speaker  details  about 
Diversifying  for  Growth  in  a  Global  Market,  please  visit  the  Forum 
website  at  www.ceomiddleeast.com. 

For  sponsorship  opportunities,  please  contact  your  Forbes  representa- 
tive or  Stark  Townend  at  212-367-2514  or  stownend@forbes.com. 
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'Catastrophic  events  awaken  people":  A  blue-green  algae  contaminated  Wuxi's  drinking  supplies  last  year. 


tralia,  where  he  studied  under  one  of  the  world's  leading  solar 
energy  scientists,  Martin  Green. 

Headquartered  in  Wuxi,  a  city  of  4.5  million  in  Tiangsu 
Province,  Suntech  exports  to  a  dozen  countries.  Sales  last  year 
were  $1.35  billion,  125%  more  than  in  2006.  The  rapid  growth 
almost  explains  investors'  infatuation  with  this  company. 
Despite  a  sharp  retreat  from  its  high  in  November,  the  stock 
still  goes  for  38  times  trailing  earnings. 

Although  wary  of  government  waste,  Shi  says  funneling  his 
money  for  Yangzhong  through  the  city-run  charity  is  his  best 
option.  His  Shi  Family  Trust — overseen  by  just  his  wife,  who 
worked  as  an  accountant  in  Shanghai  and  Sydney,  and  a  friend — 
doesn't  have  the  staff  or  expertise  to  audit  invoices.  "I  don't  think 
the  government  charities  are  run  very  effectively,"  he  says.  "They 
spend  money  on  the  wrong  things.  But  we  don't  have  a  lot  of 
resources.  If  we  can  work  with  the  government,  that's  good." 

Other  causes  have  caught  Shi's  eye.  Last  year  he  gave  $82,000 
to  erect  a  statue  of  Buddha  at  a  Yangzhong  temple.  He  is  in  talks 
to  fund  a  professorship  at  Jilin.  He's  donated  a  roomful  of  books 
and  three  dozen  PCs  for  the  children  of  illegal  migrant  workers 
in  Shanghai  to  use.  The  government  often  turns  a  blind  eye  to 
the  workers  and  won't  pay  to  educate  their  children. 

But  Shi's  main  interest  is  energy.  Suntech,  the  world's 
fourth-biggest  solar-panel  maker,  has  given  him  a  podium  on 


which  to  lecture  the  world  about  renewable  fuels  ani 
pollution.  "Company  fame  and  personal  fame  suddenl 
appeared,"  he  says.  Initially,  he  says,  "I  saw  it  as  a  burden  becaus 
I  was  so  busy.  Later  I  realized  I  can  use  the  influence  tha 
society  gave  me  to  educate  people — educate  governmer 
people,  especially — about  the  challenges  we  are  facing 
Shi  gave  35  speeches  last  year  in  China  and  overseas  aboi 
energy  and  pollution,  mostly  to  entrepreneurs,  politicians  an 
students. 

There's  a  lot  to  talk  about,  since  the  Communists  have  pile 
up  more  than  their  share  of  the  world's  industrial  filth.  Says  Sh 
"Catastrophic  events  awaken  people" — like  the  appearance  c 
blue-green  algae  that  wrecked  Wuxi's  drinking-water  supplie 
for  almost  two  weeks  last  year. 

Money  talks.  Al  Gore  flew  to  Shanghai  to  meet  Shi  las 
August.  Shi  also  met  Prince  Charles  twice  at  the  prince's  home  i 
London  to  discuss  global  warming  and  the  preservation  of  dil 
ferent  cultures  around  the  world.  He  plans  to  give  $1  million  ove 
the  next  five  years  to  a  foundation  that  is  being  set  up  in  Princ 
Charles'  name  and  that  will  donate  money  in  China. 

Within  five  years  Shi  sees  himself  spending  as  much  as  ha 
his  time  speaking  about  energy  and  environmental  issues.  "If  I  d 
that,  the  contribution  to  society  may  be  bigger  than  my  contribu 
tion  as  an  entrepreneur,"  he  says.  I 
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JetPASS  membership  is  a  sure  thing 
for  private-jet  travel. 


Risk-free.  Flexible.  Cost-effective. 

With  a  $100k  deposit,  you  gain  immediate  access  to  Flight  Options'  world-class  light, 
midsize  and  large-cabin  aircraft.  Manage  your  costs  based  on  when  you  choose  to 
travel,  drawing  down  your  balance  over  any  length  of  time.  Your  membership  will 
never  expire,  pricing  includes  fuel  and  your  balance  is  always  refundable. 

JetPASS  membership  is  a  sure  thing  for  private-jet  travel.  Call  today  877.703.2348  or 
visit  flightoptions.com/JetPASS.html 


flightOptions 

We  give  you  more: 
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WHERE  THEY  ARE 


469 


Charting 
The  Rich 


Mexico 

10 

Belize 
1 


THE  WORLD'S  1,125  BILLIONAIRES  ARE  CITIZENS  OF  54 
NATIONS  AND  ONE  PRINCIPALITY.  FOUR  IN  10  COME  FROM 
THE  U.S.  THREE  OTHER  COUNTRIES— RUSSiA,  GERMANY 
AND  INDIA— HAVE  MORE  THAN  50  BILLIONAIRES  APIECE. 
COMBINING  CHINA'S  42  WITH  HONG  KONG'S  26  PUSHES 
THAT  COUNTRY  UP  IN  THE  RANKS.  FOUR  COUNTRIES- 
TURKEY,  THE  U.K.,  JAPAN  AND  CANADA— HAVE  20  OR 
MORE.  SEVEN  SPOTS  HAVE  ONLY  ONE  BILLIONAIRE  EACH, 
INCLUDING  THE  NEWCOMERS  IN  BELIZE  AND  NIGERIA. 
SERBIA'S  LONE  BILLIONAIRE  FELL  OFF  THE  MAP  THIS  YEAR. 


Argentina 
1 
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Russia 

87 


Kazakhstan 

6 


Kuwait 

4 

Saudi      United  Arab 
Arabia  Emirates 

13  6 

Oman 


China 

42 


12 


Japan 

24 


India 

53 


Hong  Kong 

O 


26 


Th, 

3 


ailand 


Malaysia 

/8\ 


Taiwan 

7 


Philippines 

2 


Singapore 

5 


Indonesia 

5 


Australia 

14 


New  Zealand 

4 
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BILLIONAIRES. 


THE  RICHEST  IN  EACH  NATION 


THESE  BILLIONAIRES  ARE  TOP  DOGS  IN  THEIR  RESPECTIVE  COUNTRIES.  THEIR  NET  WORTHS  RANGE  FROM 
$1  BILLION  FOR  MONACO'S  ONLY  BILLIONAIRE  TO  $62  BILLION  FOR  THE  RICHEST  MAN  IN  THE  U.S.  AND  THE  WORLD. 
IN  THE  MIX  ARE  AN  AUSTRALIAN  MINER,.  JAPANESE  AND  U.K.  REAL  ESTATE  BARONS,  AN  INDONESIAN  WHO  MAKES 
PULP  AND  PAPER,  AND  AN  AUSTRIAN  WHO  USED  TO  BE  A  JAZZ  MUSICIAN. 


Ukraine 


NAME 

CITIZENSHIP 

NET  WORTH  (SBIL)  ■ 

I  NAME 

CITIZENSHIP         NET  WORTH  (SBIL 

Gregorio  Perez  Companc  &  family 

ARGENTINA 

$2.1 

Robert  Kuok 

MALAYSIA 

S9.0 

Andrew  Forrest 

AUSTRALIA 

6.5 

Carlos  Slim  Helii  8i  family 

MEXICO 

60.0 

KarlWIaschek 

AUSTRIA 

4.9 

Lily  Safra 

MONACO 

1.0 

Patokh  Chodiev 

BELGIUM 

3.3 

Charlene  de  Carvalho-Heineken 

NETHERLANDS 

7.3 

Huang  Maoru 

BELIZE 

1.4 

Graeme  Hart 

NEW  ZEALAND 

5.1 

Antonio  Ermirio  de  Moraes  &  family 

BRAZIL 

10.0 

Aliko  Dangote 

NIGERIA 

3.3 

David  Thomson  &  family 

CANADA 

18.9 

Stein  Erik  Hagen  &  family 

NORWAY 

4.3  j 

Iris  Fontbona  &  family 

CHILE 

10.0 

P.N.C.  Menon 

OMAN 

1.3 

Yang  Huiyan 

CHINA 

7.4 

Lucio  Tan  &  family 

PHILIPPINES 

1.5) 

Luis  Carlos  Sarmiento 

COLOMBIA 

5.5 

Leszek  Czarnecki 

POLAND 

2.6 

John  Fredriksen 

CYPRUS 

8.0 

Americo  Amorim 

PORTUGAL 

7.0 

Petr  Kellner 

CZECH  REPUBLIC 

9.3 

Dinu  Patriciu 

ROMANIA 

2.5) 

Kjeld  Kirk  Kristiansen 

DENMARK 

6.5 

Oleg  Deripaska 

RUSSIA 

28.0 

Naguib  Sawiris 

EGYPT 

12.7 

Prince  Alwaleed  Bin  Talal  Alsaud 

SAUDI  ARABIA 

21.0 

Bernard  Arnault 

FRANCE 

25.5 

Ng  Teng  Fong 

SINGAPORE 

7.0] 

Karl  Albrecht 

GERMANY 

27.0 

Nicky  Oppenheimer  &  family 

SOUTH  AFRICA 

5.7 

Spiro  Latsis  &  family 

GREECE 

11.0 

Chung  Mong-joon' 

SOUTH  KOREA 

2.8 

Li  Ka-shing 

HONG  KONG 

26.5 

Chung  Mong-koo' 

SOUTH  KOREA 

2.8 

Bjorgolfur  Thor  Bjbrgolfsson 

ICELAND 

3.5 

Amancio  Ortega 

SPAIN 

20.2 

Lakshmi  Mittal 

INDIA 

45.0 

Ingvar  Kamprad  &  family 

SWEDEN 

31,0] 

Sukanto  Tanoto 

INDONESIA 

3.8 

Ernesto  Bertarelli 

SWITZERLAND 

10.3i 

Sean  Quinn  &  family 

IRELAND 

6.0 

Tsai  Hong-tu  &  family 

TAIWAN 

7.7 

Sammy  Ofer  &  family 

ISRAEL 

6.7 

Chaleo  Yoovidhya 

THAILAND 

4.0 

Michele  Ferrero  &  family 

ITALY 

11.0 

Mehmet  Emin  Karamehmet 

TURKEY 

4.3 

Akira  Mori  &  family 

JAPAN 

7.5 

Rinat  Akhmetov 

UKRAINE 

7.3 

Vladimir  Kim 

KAZAKHSTAN 

4.7 

Abdul  Aziz  Al  Ghurair  &  family 

UNITED  ARAB  EMIRATES 

8.9 

Nasser  Al-Kharafi  &  family 

KUWAIT 

14.0 

Gerald  Cavendish  Grosvenor  &  family 

UNITED  KINGDOM 

14.0 

Najib  MikatP 

LEBANON 

2.6 

Warren  Buffett 

UNITED  STATES 

62.0 1 

Taha  Mikati' 

LEBANON 

2.6 

Lorenzo  Mendoza  &  family 

VENEZUELA 

5.0 

Bios  on  these  billionaires  are  available  at  www.forbes.com/billionaires.  'There  are  ties  for  number  one  in  Lebanon  and  South  Korea. 
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Our  parents  spent  their  working  years 
trying  to  pay  off  their  home  loan. 


Don't  be  like  your  parents. 


If  your  home  is  financed  with  the  same  tools 

your  parents  used,  including  today's  mortgages,  you  may 
be  missing  powerful  returns  on  your  money. 

Introducing  the  Home  Ownership  Accelerator.® 

It's  an  innovative  new  home  financing  tool  that  can 
minimize  the  interest  costs  of  owning  your  home  and 
maximize  the  return  on  your  cash.  The  Accelerator  is  the 
first  loan  to  fuse  a  full-featured  sweep  account  to  a  line  of 
credit  secured  by  your  home.  This  combination  results  in 
the  most  powerful  home  finance  tool  available: 

■  YOUR  CASH  FLOW  REDUCES  YOUR  HOME  LOAN  BALANCE, 
MINIMIZING  INTEREST  PAID 

■  YOUR  CASH  REMAINS  ACCESSIBLE,  WITH  FULL  CHECKING  FEATURES 

■  USE  IT  TO  ACCELERATE  PAYOFF,  AS  AN  INVESTMENT  PLATFORM, 
OR  FOR  EQUITY  ACCESS 

Your  traditional  mortgage  is  a  simple  repayment  schedule 
invented  decades  ago.  Your  separate  checking  account 
ignores  the  value  of  cash.  It's  time  for  a  better  option: 
the  new  Home  Ownership  Accelerator. 


*  Discover  the  new  approach. 

See  why  thousands  of  money-savvy 
homeowners  across  the  country  are  saying 
this  is  the  home  finance  tool  of  the  future. 
Visit  us  online  to  learn  more  and  to  connect 
to  a  local  Accelerator-Certified  professional. 

www.cmghome.com/Forbes 


HOME 

OWNERSHIP 
ACCELERATOR* 


Simple.  Flexible.  Effective. 


,  Ownershrp  Accelerator-  and  the  yellow  flying  house  logo  are  trademarks  of  CMG  Financal  Serves,  Inc.  C  2007  CA  Doc  .4150025  under  CRLA;  Ml  Lie  »FR09B9/«SR1689.  MO  DFI  HUD  Exempt.  OH  OFI  «MB5018/»SM342.  OR  ML  L,c  »3000.  TN  DFI  Reg.  #2275;  VA  L,c  </MLB-760. 
BLK0903132 


BILLIONAIRES 


GLOBAL 


Europe 


RUSSIA  NOW  HAS  87  BILLIONAIRES,  MORE  THAN  ANY  NATION 
except  the  U.S.  Sixteen  years  after  the  Soviet  collapse,  Russia  has 
handily  overtaken  Germany,  which  held  the  number  two  spot 
for  six  years  but  hasn't  produced  many  new  billion-dollar  for- 
tunes of  late.  At  least  40  Russians  are  investing  some  of  their 
money  in  their  country's  red-hot  real  estate  and  construction 
markets.  Bursting  bubble,  anyone?  Three  billionaires  in 
Spain  fell  off  the  list  that  way,  and  the  net  worths  of  six 
other  Spaniards  involved  in  construction  and  real  estate 
got  pummeled.  Otherwise,  it  was  largely  a  good  year 
for  Europeans,  with  almost  two-thirds  of  last  year's 
billionaires  adding  to  their  fortunes,  no  doubt  helped  by 
the  euro's  1 1.5%  rise  against  the  poor  greenback.  Some 
of  the  region's  more  notable  newcomers  include 
Ireland's  Denis  O'Brien,  a  cell  phone  magnate,  with 
operations  in  the  Caribbean  and  South  Pacific;  the 
UK's  Laurence  Graff,  diamond  merchant  to  the  super- 
rich;  and  Swiss  oil  tycoon  Jean-Claude  Gandur,  who 
got  his  start  in  offshore  oil  in  Nigeria.  F 

Five  Richest  Newcomers 


Portugal's  Americo 
Amorim  turned  his 
grandfather's  small  cork 
operation  into  the 
world's  largest,  Corticeira 
Amorim.  No  longer 
involved  day  to  day,  he 
still  owns  50%;  invests  in 
finance,  energy. 


Americo  Amorim 

Portugal 

Cork,  investments 

$7.0  bit 

Kirill  Pisarev 

Russia 

Construction 

6.1 

Yuri  Zhukov 

Russia 

Construction 

6.1 

Hansjorg  Wyss 

Switzerland 

Medical  devices 

6.0 

Mikhail  Balakin 

Russia 

Construction 

4.0 

Top  Countries 

Top  Industries 

Russia 

87 

Finance/investments 

44 

Germany 

59 

Retailing 

39 

United  Kingdom 

35 

Manufacturing 

26 

Spain  18 
France  14 

Top  Countries 
For  Newcomers 

Source  of  New 
Fortunes 

Finance/investments  10 
Construction  6 

Russia 

35 

Shipping/transport 

6 

United  Kingdom 


Greece 


Portugal 


Switzerland 


Middle 
East 

And  Africa 

TURKEY  ADDED  13  NEW  BIB 
lionaires  and  widened  the  ga 
between  it  and  other  countrie 
in  the  broader  region.  Diwyin 
up  family  assets,  rather  tha 
new  wealth  creation,  is  largel 
responsible  for  the  billionair 
boom  there:  8  Turkish  newcon: 
ers  had  a  relative  on  the  list  la: 
year;  just  four  family  fortune 
account  for  15  of  Turkey's  35  bi] 
lionaires.  For  the  first  time  eve 
black  Africans  made  it  onto  th 


I 


Mi 
i- 


r.c< 


MIS 
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>rth  S8  billion  in  2000,  Turkish 
telecom  tycoon  Mehmet 
jramehmet  fell  off  the  list  in 
003,  hurt  by  $4  billion  in 
debt.  Now  he's  Turke/s 
est,  worth  $4.3  billion, 

thanks  to  the  rising 
value  of  his  Turkcell 
take  and  a  Russian 
>lecom  that  helped 

pay  off  his  debts. 


,  one  from  South 
ica,  another  from 
;eria  (its  first  bil- 
laire).   Two  new 
lanese  billionaires, 
sins  and  co-owners  of 
instruction  firm,  were 
n  in  pre- 1948  Palestine 
.  still  support  Palestinian 
ses.  F 


Five  Richest  Newcomers 


Nigeria's  first  billion- 
aire, Aliko  Dangote, 
hit  the  jackpot  when 
his  sugar  production 
company  was  listed 
on  the  Nigerian  stock 
exchange  last  year. 
He  became  a  trader  at 
21  with  a  loan  from 
his  uncle.  He  built  his 
Dangote  Group  into  a 
conglomerate  with 
interests  in  sugar, 
flour  milling,  cement 
and  salt  processing. 
Linked  to  former 
Nigerian  president 
Olusegun  Obasanjo. 


All Uf\  Hanflnta 
MIIKO  UaflyOie 

Nigeria 

Diversified 

33.5  DM 

Jull  r\i  \J  1 1  LI]  CI E 1    Of  lalll 

IIAF 

riiworciTiorl 
LMVclblllcU 

?  R 
z.o 

Patrice  Motsepe 

South  Africa 

Mining 

2.4 

Erman  llicak 

Turkey 

Construction 

1.7 

Ahmet  Calik 

Turkey 

Diversified 

1.5 

NUMBER  OF  BILLIONAIRES 

84 

TOTAL  NET  WORTH 

$281  bil 

AVERAGE  NET  WORTH 

$3.3  bil 

AVERAGE  AGE 

59 

NEWCOMERS 

18 

%  SELF-MADE 

46% 

DROP-OFFS 

3 


Top  Countries 


Turkey 

35 

Saudi  Arabia 

13 

Israel 

9 

Lebanon 

7 

United  Arab  Emirates 

6 

Top  Industries 

Engineering/construction 

11 

Finance 

10 

Media/entertainment 

7 

SAGE  SALESLOGIX. 

THERE'S  ONLY  ONE  THING  YOUR  SALESPEOPLE 
WILL  LOVE  MORE:  THE  SALES. 


Sage  SalesLogix  is  the  CRM  solution  that  gives  your  sales  team  the  competitive  advantage  to 
close  more  sales.  Start  with  its  easy-to-use  customization  tools,  then  deploy  it  on  your  s 
teams'  laptops,  browsers,  or  PDAs  -  whichever  suits  them  best.  It's  so  quick  to  adapt  to  t 
way  they  work,  leading  analysts  have  ranked  it  among  the  leaders  in  customization,  ease  of 
use  and  overall  performance.  Optimize  your  customers'  experience  and  boost  performance  as 


you  chalk  up  more  sales.  Sage  SalesLogix  -  CRM  your  way, 


To  get  the  "17  Rules  of  the  Road  for  CRM"  whitepaper  at  no  charge,  call  888-227-6030  or  sage 


D8  Sage  Software,  Inc.  All  rights  reserv 


vare  logo  and  Sage  product  and  service  nam»s  merit 
•oitware,  Inc.  or  its  sffiltatud  entities. 


software 

Your  business  in  mind. 


ns.com/for 


Your  potential 

Mio 


offers  daily 
departures  from 
e  office. 


i  com 


Mobile  Attache 


LUONAIRES 


JLOBAL 


\sia 


0  SURPRISE:  THE  ELEPHANT  AND  THE  DRAGON  ARE  LEADING 
ie  continent  to  new  riches.  The  number  of  billionaires  in  the 
gion  jumped  by  a  third,  and  their  total  net  worth  climbed  to 
$04  billion,  up  from  $552  billion.  India's  53  billionaires,  includ- 
g  4  among  the  worlds  top  10  richest,  account  for  42%  of  that 
ealth.  We  found  28  new  billionaires  in  China.  When  com- 
ned,  China  and  Hong  Kong  have  68  billionaires,  worth  $220 
Uion.  As  you  might  expect,  in  countries  undergoing  a  massive 
/•erhaul  of  infrastructure  and  housing,  real  estate  accounted  for 
)  new  fortunes.  There  were  also  5  newcomers  who  made  their 
loney  in  alternative  energy  and  another  3  who  hail  from 
Wilmar  International,  probably 
the  world's  largest  maker  of  palm 
oil  biodiesel.  The  heads  of  three 
Chinese  Internet  companies — 
Baidu.com,  Alibaba  and  Ten- 
cent — also  made  the  cut  for  the 
first  time.  F 

Six  Richest  Newcomers 


NUMBER  OF  BILLIONAIRES 

211 

TOTAL  NET  WORTH 

$804  bil 

AVERAGE  NET  WORTH 

$3.8  bil 


Cofounder  and 
chief  executive  of 
Baidu.com,  China's 
most  popular  Inter- 
net search  engine, 
Robin  Li  got  his  start 
working  at  search 
engine  pioneer 
Infoseek  in  Silicon 
Valley  in  the  late 
1990s.  Launching 
Baidu.com  in  2000, 
he  listed  shares  on 
Nasdaq  in  2005, 
where  they  rocketed, 
then  eased  40% 
since  November.  Li 
has  announced  plans 
to  enter  the  e-com- 
merce  market. 


AVERAGE  AGE 

57 


NEWCOMERS 

63 

%  SELF-MADE 

68% 

DROP-OFFS 


Gautam  Adani 

India 

Infrastructure 

$9.3  bil 

Yang  Huiyan 

China 

Real  estate 

7.4 

Lu  Zhiqiang 

China 

Real  estate 

3.9 

Sukanto  Tanoto 

Indonesia 

Pulp,  paper 

3.8 

Huang  Wei  &  fam 

China 

Real  estate 

3.4 

Anand  Jain 

India 

Manufacturing 

3.4 

College  dropout  Gautam 
Adani  spurned  his  father's 
textile  trading  business 
and  imported  scarce 
plastic  polymers, 
then  moved  into 
commodity  exports. 
He  listed  Adani  En- 
terprises in  1994 
and  diversified 
into  infrastructure 
in  1998,  building 
Mundra  Port,  one 
of  the  first  private- 
sector  ports,  on 
India's  western  coast. 
Adani  took  the 
company  public  in 
H|      November;  its  stock  is 
V     up  61%  since,  making 
W     him  the  richest  new  bil- 
f      lionaire  in  Asia.  The 
money  should  help  fund 
plans  to  expand  the  port 
and  build  a  special  economic 
zone.  He's  a  yoga  fanatic. 


Top  Countries 


India 

53 

China 

42 

Hong  Kong 

26 

Japan 

24 

Australia 

14 

Top  Countries 

For  Newcomers 

China 

28 

India 

19 

Australia 

3 

Hong  Kong 

3 

Indonesia 

3 

Top  Industries 

Real  estate 

44 

Manufacturing 

23 

Finance/investments 


22 
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The  power  of 

Forbes  Attache, 

is  at  your  fingertips. 

■  Stock  Updates 
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■  Weather  &  more 
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To  get  started,  visit  > 

Forbes.com/windowsmobileattache 
from  your  computer. 


Presented  exclusively  on 
Windows 
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Connectivity  and  synchronization  may  require  separately 
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subject  to  network  limitations.  See  device  manufacturer,  service 
provider,  and/or  corporate  IT  department  for  details.  Application 
licensed  and  distributed  by  Forbes.com. 


BILLIONAIRES 


GLOBAL 


United  States  of  America 

THE  U.S.  HAS  469  BILLIONAIRES  AND  COUNTING— 54  MORE  THAN  LAST  YEAR.  AMONG  THE  77  NEW  FACES: 
George  Steinbrenner,  owner  of  the  New  York  Yankees;  Mark  Zuckerberg,  founder  of  social  networking  site  Face- 
book;  and  brothers  Frank  and  Lorenzo  Fertitta,  who  have  clawed  their  way  to  billionairehood  with  their  blood- 
sport  business,  Ultimate  Fighting  Championship.  Half  the  newcomers  made  their  fortunes  in  finance  or  invest- 
ments. John  Paulson  and  Philip  Falcone  became  wealthy  shorting  subprime  credit.  Returnees  include  Jones  Apparel 
founder  Sidney  Kimmel.  Still,  23  tycoons  couldn't  keep  up,  including  Starbucks  honcho  Howard  Schultz  and  home 
builder  William  Pulte.  Roy  Disney  fell  off  after  divorcing  his  wife  of  52  years,  Patricia — and  splitting  his  fortune.  F 


Still  contentious, 
George  Steinbrenni 
is  leaving  day-to-d; 
ops  of  his  New  Yon 
Yankees,  worth 
$1.3  billion,  to  sons 
Hank  and  Hal.  But 
we  haven't  seen  th 
last  of  the  Boss. 


NUMBER  OF  BILLIONAIRES 

469 

TOTAL  NET  WORTH 

$1.6  tril 

AVERAGE  NET  WORTH 

$3.4  bil 

AVERAGE  AGE 

65 

NEWCOMERS 

77 

%  SELF-MADE 

69% 

DROP-OFFS 

30 


Harold  Hamm  grew  up  the  son  of  poor 
Oklahoma  cotton  pickers.  Last  year  he 
took  energy  firm  Continental  Resources 
public.  Today  he's  worth  $4.4  billion. 


Five  Richest  Newcomers 

James  Kennedy 

Media/entertainment 

$6.3  bi 

Blair  Parry-Okedon 

Media/entertainment 

6.3 

Harold  Hamm 

Oil 

4.4 

Ray  Dalio 

Hedge  funds 

4.0 

Daniel  Och 

Hedge  funds 

3.6 

States  With 
Most  Billionaires 


California 


101 


New  York 


81 


Texas 


42 


Florida 


29 


Illinois 


19 


Top  Industries 


Finance/investments 


Media/entertainment 


13 


Service 


Brazil's  richest  newcomer, 
Eike  Batista,  built  and  lost  a 
gold  mining  fortune,  then 
hit  it  big  in  iron  ore.  Anglo 
American  is  paying  $5.5  bil- 
lion for  assets  of  his  publicly 
traded  mmx.  Former  champ 
of  offshore  powerboat 
racing,  reportedly  once  mar- 
ried to  a  Playboy  cover  girl. 


Americas 


THE  BOOM  IN  COMMODITIES  AND  A  SURGE  IN  CERTAIN  TECH  AND  TELECOM 
stocks  helped  boost  the  fortunes  of  Canada's  and  Latin  Americas  richest  by  23%, 
lifting  the  total  number  of  billionaires  by  two.  Biggest  news:  Mexico's  Carlos  Slim 
Helii  now  has  bragging  rights  as  worlds  second  richest,  overtaking  Bill  Gates. 
A  notable  newcomer  is  Huang  Maoru,  a  Chinese  resident  who  has  a  passport 
from  Belize.  The  jump  in  the  stock  price  of  Research  In  Motion,  maker  of  the 
ubiquitous  BlackBerry  devices,  put  Douglas  Fregin  on  the  list.  The  regions  three 
women  billionaires — two  of  them  first-timers — have  their  deceased  husbands 
to  thank  for  their  fortunes.  Despite  a  big  rise  in  Brazil's  stock  market,  there  were 
losers.  The  four  Constantino  brothers,  who  share  ownership  of  discount  airline 
GOL,  dropped  off  the  list  as  GOLs  share  price  fell  amid  heated  competition.  F 


Six  Richest  Newcomers 


NUMBER  OF  BILLIONAIRES 

63 

TOTAL  NET  WORTH 

$298  bil 

AVERAGE  NET  WORTH 

$4.7  bil 

AVERAGE  AGE 

64 

NEWCOMERS 

7 

%  SELF-MADE 

60% 

DROP-OFFS 

6 


Iris  Fontbona  &  fam 

Chile 

Mining 

$10.0  bil 

Eike  Batista 

Brazil 

Iron-ore  mining 

6.6 

David  Azrieli  &  fam 

Canada 

Shopping  malls 

2.1 

Douglas  Fregin 

Canada 

Research  In  Motion 

1.4 

Jayme  Garfinkel 

Brazil 

Insurance 

1.4 

Huang  Maoru 

Belize 

Retailing 

1.4 

Top  Industries  Top  Countri 


Finance 


10  Canada 


Retailing 


Brazil 


Technology 


Mexico 


Chile 
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miston  is  one  of  the  world's  foremost  yachting  companies.  With  an  international  network  of  offices  we  represent  the 
>rld's  finest  yachts.  Whether  you  are  looking  to  buy,  sell  or  charter  a  yacht,  or  you  need  professional  yacht  management 
rvices,  Edmiston  can  provide  the  complete  solution.  For  further  information  contact  Edmiston  today. 


miston  -  World  leaders  in  yachting 


^W  YORK:  +1  212  792  5370 

©edmistoncompany.com 

vw.edmistoncompany.com 


EDMISTON 

LONDON       MONTE  CARLO       NEW  YORK       MEXICO  CITY 


PINAULT 


Cornering  his  latest  brand: 
Francois-Henri  Pinault. 


SOME  RICH  PEOPLE,  LIKE  DO 
aid  Trump  and  his  childre 
prosper  from  the  glare  of  pu 
licity;  some,  like  the  folks  wl 
own  Koch  Industries,  thrive 
the  dark.  You  can't  put  the  Pinault  (am 
in  either  camp. 

Francois-Henri  Pinault,  45,  chl 
executive  of  Pinault-Printemps-Redot 
and  heir  to  Prance's  second-largest  k 
tune,  is  getting  plenty  of  attention  as  t 
fiance  of  the  actress  Salma  Hayek  and  t 
father  of  their  just-born  baby  girl.  I 
firm  is  known  for  selling  flashy  bran 
like  Gucci,  Yves  Saint  Laurent  and  Bale 
ciaga.  Yet  the  bulk  of  PPRs  $28  billion 
revenue  comes  from  products  that  are  n 
associated  with  the  Pinault  name  and  a 
anything  but  glamorous.  PPR  sells  camo 
flage  outfits,  dresses  for  large  wome 
budget  furniture  and  elevators,  amoi 
many  other  things. 

On  a  recent  visit  to  New  York  Pinai 
was  decked  out  in  one  of  his  compam 
$3,000  dark  blue  wool  suits.  His  attentio 
though,  was  focused  on  what  he  sells 
the  other  end  of  the  luxury  spectrur 
PPR's  mass-market  retailing  venture 
called  Redcats.  Never  heard  of  it?  Tha 
by  design.  Redcats  (the  name  plucks  syll 
bles  from  "Redoute"  and  "catalog")  is  nc 
like  Amazon  or  Coca-Cola,  a  recogniz. 
ble  brand.  Rather  it  is  a  collection  of  se] 
arate  brands  with  goods  sold  under  oth« 
names  via  retail  stores,  catalogs  and  tl 
Internet.  In  2006  Redcats'  online  sali 
were  fourth  largest  in  the  U.S.  in  tf 
apparel  and  home  goods  market,  trailir 
only  those  of  Victoria's  Secret,  L.L.  Bea 
and  the  Gap. 

The  20%  operating  (Ebitda)  margi 
of  the  luxury  business  is  maybe  foi 


That's  Redcat, 
Not  Redneck 


WHY  IS  A  NAME  ASSOCIATED  WITH  GLAMOUR  PEDDLING  SACK 
DRESSES  AND  DUCK  BLINDS?  BY  PHYLLIS  BERMAN 
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begins 

today. 


We're  defined  by  what  we 
pass  on  to  the  next  generation. 
That's  why  ConocoPhillips 
is  developing  alternative 
fuels.  Through  our  alliance 
with  Tyson  Foods,  the  world's 
largest  meat  processor, 
we're  gearing  up  to  produce 
clean-burning,  renewable 
diesel  fuel.  We're  improving 
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PINAULT 


times  that  of  mass  retail.  But  there's  only 
so  much  growth  that  a  high-end  pro- 
ducer can  extract  from,  say,  India  or 
China.  Hence  Pinault's  conscious  effort 
to  take  PPR  even  further  down-market 
by  acquiring  dowdy  brand  names  and 
expanding  a  little-known  retail  chain  he 
bought  on  the  cheap. 

Is  there  anything  wrong  with  Gucci 
being  inside  the  same  holding  company 
as  a  firm  that  sells  camouflage  for  wildlife 
hunters?  "Luxury  or  mass  brands — it 
doesn't  matter,"  Pinault  says.  "It  is  the 
same  skill." 

It's  incongruous  that  the  Pinault 
name  ever  came  to  be  associated  with 
luxury.  Father  Francois  Pinault,  71,  grew 
up  in  Rennes,  an  old  industrial  town  in 
the  Brittany  region  far  from  Paris.  He 
started  out  in  timber  trading  and  then 
moved  into  construction  via  a  business 
he  bought  in  1968  from  his  father-in-law. 
The  elder  Pinault  took  the  timber  busi- 
ness public  on  the  Paris  exchange  in 
1988  and  expanded  it  through  a  pot- 
pourri of  acquisitions:  a  company  that 
distributes  electrical  components  in 
Africa  in  1990,  Paris'  Printemps  depart- 
ment store  in  1992  and,  two  years  later, 
La  Redoute,  France's  largest  catalog 
apparel  retailer. 

In  1999  Pinault  Sr.  acquired  Brylane, 
the  U.S.  peddler  of  plus-size  women's 
garments.  That  same  year  he  outwitted 
LVMH's  Bernard  Arnault  to  grab  42%  of 
Gucci,  thus  for  the  first  time  linking  the 
family  name  to  luxury.  Pinault  raised  its 
stake  in  Gucci  to  99%  in  2004. 

Enter  Francois-Henri,  the  oldest  of 
four  children.  Unlike  his  dad,  a  high 
school  dropout,  Francois- Henri  attended 
the  noted  HEC  school  of  management  in 
Paris,  then  returned  to  join  a  branch  of 
the  family  business  in  Normandy  in 
1987.  He  took  PPR  into  Internet  retailing 
in  2000. 

The  father  turned  over  management 
of  the  family  holding  company  to  his  son 
in  2003  and  management  of  the  publicly 
traded  PPR  in  2005.  (The  family  owns 
41%  of  PPRs  shares.)  Even  before  this  the 
son  had  undertaken  a  complete  reorgan- 
ization of  the  luxury  side  of  the  business, 
a  step  that  included  dumping  Gucci's  res- 


ident designer  genius,  Tom  Ford. 

Despite  flat  sales  for  2007,  Redcats  is 
where  Pinault  expects  his  fastest  growth, 
mainly  from  Internet  sales.  Within  one 
year,  he  predicts,  he'll  have  6%  of  the  US' 
$19  billion  plus-size  market,  roughly  dou- 
ble his  share  now.  His  ultimate  aim:  cross- 
sell  his  mass-market  U.S.  brands  abroad 
and  his  foreign  products  here.  "Recently 
we  introduced  the  Redoute  brand  in 
Russian  and  Greek  markets  via  the  Inter- 
net alone,"  he  says.  "And  at  some  point,  for 
example,  we  will  sell  large-size  dresses 
made  for  the  U.S.  market  in  Russia."  He 
already  sells  children's  clothing  via  the 
Internet  in  Saudi  Arabia.  Americans  can 
order  Gucci  and  Yves  Saint  Laurent 
online. 

What  sets  Redcats  apart  from  its 
competition  (but  makes  it  similar  to  the 
company's  luxury  business)  is  that  80% 
of  its  products  are  designed  in-house. 
There's  a  centralization  of  technology: 
Redcats,  for  instance,  runs  Web  sites  for 
8  of  the  29  countries  it  sells  in  through  a 
single  computer  platform  in  New  York 
City.  It  handled  7  billion  page  views  and 
20  million  orders  last  year. 

In  a  move  that  will  not  exactly  negate 
a  redneck  image,  Pinault  spent  $265  mil- 


lion in  2006  to  buy  Sportsma 
Guide,  a  seller  of  tents,  huntj 
boots,  paintball  guns,  duck  blir 
and  a  cookbook  entitled  Kilt 
and  Grill  It.  Sportsman  own 
Golf  Warehouse,  which  is  nov 
separate  brand  pushing  items  1 
a  U.S. -flag-covered  putter  g 
and  personalized  golf  balls. 

Pinault  just  picked  up  Unil 
Retail  Group  for  $200  millic 
Never  heard  of  that,  eith< 
United  is  the  U.S.'  second-larg 
seller  of  large-size  clothii 
mostly  under  the  brand  Avem 
through  its  492  retail  stores  in 
states.  Ultimately  Pinault  hor. 
to  use  the  Avenue  chain — hd 
keep  the  name — to  sell  his  d 
parate  collection  of  labels  alor 
side  his  catalog  and  Interr 
channels. 

In  April  he  bought  63% 
Puma,  the  German  sneak 
seller.  Pinault  describes  it  asi 
global  iconic  sport  lifestyle  con 
pany."  Icons  cost  more  than  dum 
apparel  chains;  these  shares  cost  $7.2  b 
lion.  On  the  status  scale  Puma  would 
a  step  up  from  Avenue  but  a  good  w 
short  of  Saint  Laurent.  Pinault  wants 
bring  PPR  s  sales  management  and  Inte 
net  skills  to  bear  on  Puma. 

With  a  $16.9  billion  fortune  the  tv 
Pinaults  and  their  immediate  fami 
rank  39th  richest  on  our  worldwide  b 
lionaires  list.  Besides  PPR  stock,  the  far 
ily  owns  Christie's  auction  house,  t] 
Chateau  Latour  vineyard  and  a  socc 
club  in  Rennes. 

Yet  Francois-Henri,  who  draws  a  r« 
atively  modest  (by  U.S.  standards)  $2 
million  salary  from  PPR,  was  littl 
known  outside  of  narrow  business  ci 
cles  until  Hayek  entered  his  life  in  200 
According  to  gossip,  friends  we 
shocked  when  the  couple  announce 
their  engagement  and  the  pregnancy  la 
March,  because  they  hadn't  known  ea« 
other  for  even  a  year. 

He  professes  a  Gallic  bemuseme 
about  his  newfound  fame.  "Really,  no  oi 
ever  paid  much  attention  to  me,"  1 
explains.  "There  were  no  paparazzi.  No 
when  the  flashbulbs  go  on,  I  just  step  c 
into  the  darkness." 
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Russian 
Style 


PHILADELPHIA  LAWYER 
BRUCE  MARKS  MAKES  A 
BUSINESS  SUING  OLIGARCHS 
ON  BEHALF  OF  OTHER 
OLIGARCHS.  GETTING  A 
MONEY  VERDICT  SEEMS 
ALMOST  BESIDE  THE  POINT. 
BY  NATHAN  VARDI 


FROM  HIS  CRAMPED  PHILADEL- 
phia  office  Bruce  Marks  is  gird- 
ing for  his  next  battle  in  eastern 
Europe.  "People  over  there  have 
achieved  wealth  and  power 
through  illegal  means  consisting  of  corrup- 
tion, commercial  theft  and  money  laun- 
dering," he  pontificates,  gesturing  out  a 
window  lined  with  empty  vodka  bottles 
and  other  souvenirs  of  his  scrapes  with  oli- 
garchs. "I  represent  people  who  have  been 
harmed  by  this  type  of  conduct." 

Perhaps  the  lawyer  doth  protest  too 
much.  Many  of  the  people  Marks  repre- 
sents in  these  cases  have  sketchy  resumes 
themselves.  Among  them:  Mikhail  Zhivilo, 
a  Russian  fugitive  accused  of  attempting  to 
kill  a  Siberian  governor,  and  Alexander 
Rotzang,  an  oil  baron  living  in  Canada  who 
has  an  outstanding  arrest  warrant  in  Russia 
for  embezzlement.  (Marks  says  both  crimi- 
nal charges  were  trumped  up  by  his  clients' 
enemies  and  corrupt  Russian  prosecutors.) 
There's  the  curious  fact  that  in  die  ten  years 
of  his  crusade,  Marks,  50,  has  never  won  a 
single  verdict  or  a  judgment  against  a  bil- 
lionaire defendant.  He  often  loses  critical 
motions  against  them.  Still,  he  serves  an 
important  function  for  his  clients:  He  gives 
them  a  court-protected  forum  for  flinging 
dirt  at  their  enemies — providing  a  form  of 
justice  that  more  closely  resembles  Gilbert 


&  Sullivan  than  Sullivan  &  Cromwell. 

Because  he  charges  $600  an  hour  and 
rarely  works  on  contingency,  Marks  can 
afford  to  let  these  cases  drag  on  and  on. 
(Not  surprisingly,  he  insists  that  the  law- 
suits are  not  just  for  show  and  that  he  never 
abuses  the  U.S.  court  system.)  His  suit 
against  billionaire  oilmen  Leonard  Blavat- 
nik  and  Victor  Vekselberg  has  been  in  and 
out  of  courts  for  six  years.  It  accuses  them, 
along  with  Lord  John  Brown  (BPs  former 
chairman),  of  stealing  a  Russian  oil  com- 
pany from  Alex  Rotzang,  who  is  seeking  at 
least  $1.5  billion  in  damages.  Along  the 
way  Marks  accuses  Blavatnik  and  Veksel- 
berg of  racketeering,  fraud  and  all  manner 
of  illegality.  (Their  lawyers  deny  the 
charges.)  As  happens  with  most  of  Marks' 
cases,  a  U.S.  court  decreed  that  it  was  an 
inappropriate  (in  Latin,  non  conveniens) 
forum  for  hearing  a  dispute  about  events 
that  took  place  in  Russia.  The  case  was 
reinstated  on  appeal — and  then  dismissed 
again  in  September  2007  by  a  judge  who 
said  it  simply  didn't  belong  in  New  York 
because  "the  conduct  alleged  to  have  taken 
place  in  the  United  States  was  preparatory 
or  peripheral  to  the  alleged  scheme."  Marks 
filed  yet  another  appeal  in  January. 

Marks  has  twice  gone  after  Oleg  Deri- 
paska,  head  of  one  of  the  world's  largest 
aluminum  producers  and  Russia's  richest 


man  (net  worth:  $28  billion),  on  behalf 
business  rivals  Mikhail  Zhivilo,  Ja 
Kaidarov  and  Joseph  Traum.  They  claim 
that  Deripaska  used  connections  to  ti 
Izmailovo  mafia  to  take  ownership  of 
aluminum  smelter  and  an  ore  treatme 
plant.  (Deripaska  called  the  charge^  "fa 
and  malicious.")  The  first  of  two  suits  vi 
thrown  out  of  federal  court.  In  the  wake 
those  suits  Uncle  Sam  has  revoked  De 
paska's  U.S.  entry  visa — a  move  for  whii 
Marks  claims  credit,  after  talking  with  t 
Justice  Department's  organized-crime  ai 
racketeering  section.  (Department  offici; 
decline  comment.) 

"These  cases  do  not  belong  here,"  sa 
Martin  Auerbach,  who  defended  Ukrai 
ian  billionaire  Victor  Pinchuk,  wl 
controls  a  giant  steel  pipe  compar 
against  a  suit  Marks  filed  in  federal  col 
in  Boston.  Marks  sued  Pinchuk  in  20 
on  behalf  of  companies  controlled 
Ihor  Kolomoisky,  a  Ukrainian  billionai 
banker  who  claimed  Pinchuk  had  seizi 
control  of  a  metalmaking  plant  in  whi 
Kolomoisky  was  an  investor  and  loot 
it  of  hundreds  of  millions  of  dolla 
Auerbach  says  Pinchuk  did  nothii 
wrong.  In  what  one  could  argue  was 
success  for  Marks,  the  case  was  settli 
when  the  enemies  made  peace;  they  nc 
jointly  control  the  operation. 

Russia  will  long  remain  fertile  huntij 
ground  for  Marks  and  his  ilk.  Today  it 
home  to  87  billionaires — a  total  secor 
only  to  that  of  the  U.S.  Marks,  who  has 
law  degree  from  the  University  of  Pennsj 
vania,  has  already  sued  8  of  them,  aloi 
with  companies  controlled  by  4  others,  h 
favorite  tactic  is  leaning  on  the  feder 
Racketeer  Influenced  &  Corrupt  Organiz 
tion  act.  RICO  allows  Marks  to  make  broa 
and  vague  accusations — and  to  hold  o  |_ 
for  triple  damages.  Nice  try.  So  far  no  U. 
judge  has  ruled  that  Marks'  Russian  clien 
have  a  legitimate  RICO  claim. 

Why  not  throw  in  the  towel?  Marl 
clearly  enjoys  needling  the  rich  and  powe 
ful.  "The  people  I've  sued  might  not  lil 
me,"  he  says.  "But  there  is  a  resonant 
among  Russians  in  general  that  a  lot  < 
these  people  really  are  crooks."  Thanks 
the  generous  protection  of  U.S.  libel  law. 
such  derogatory  statements — or  any  assei 
tions  made  in  civil  pleadings — are,  withi 
limits,  privileged  reporting. 
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Name  Citizenship 


NET  WORTH 
(SBIL) 


A 

John  Abele  US,  VT 

1.5 

785 

Juan  Abello  Spain 

1.7 

707 

Reji  Abraham  India* 

2.0 

605 

S  Daniel  Abraham  US,  FL 

2.1 

573 

Alexander  Abramov  Russia 

11.5 

65 

Roman  Abramovich  Russia 

23.5 

15 

Gautam  Adani  India* 

9.3 

91 

Sheldon  Adelson  US,  NV 

26.0 

12 

Anu  Aga  India* 

1.1 

1014 

Aras  Agalarov  Russia* 

1.2 

962 

Ali  Ibrahim  Agaoglu  Turkey* 

1.4 

843 

Anil  Agarwal  India 

6.0 

164 

Lee  Ainslie  III  US,  TX* 

1.0 

1062 

Farkhad  Akhmedov  Russia 

1.4 

843 

Rinat  Akhmetov  Ukraine 

7.3 

127 

Mohammed  Al  Amoudi  Saudi  Arabia  9.0 

97 

Abdulla  Al  Futtaim  UAE 

2.0 

605 

Majid  Al  Futtaim  UAE 

3.0 

368 

Abdul  Aziz  Al  Ghurair  &  fam  UAE 

8.9 

100 

Saif  Al  Ghurair  &  family  UAE* 

2.8 

412 

Khalaf  Al  HabtoorUAE 

2.5 

462 

M  bin  Issa  Al  Jaber  Saudi  Arabia 

5.3 

194 

Abdullah  Al  Rajhi  Saudi  Arabia 

3.2 

349 

Mohammed  Al  Rajhi  Saudi  Arabia 

1.6 

743 

Saleh  Al  Rajhi  Saudi  Arabia 

4.7 

214 

Sulaiman  Al  Rajhi  Saudi  Arabia 

8.4 

107 

Mohamed  Al-Bahar  Kuwait 

2.1 

573 

Nasser  Al-Kharafi  &  family  Kuwait 

14.0 

46 

Maan  Al-Sanea  Saudi  Arabia 

8.1 

112 

Mahdi  Al-Tajir  United  Arab  Emirates 

1.0 

1062 

Dennis  Albaugh  US,  FL 

1.5 

785 

Karl  Albrecht  Germany 

27.0 

10 

Theo  Albrecht  Germany 

23.0 

16 

Syed  Mokhtar  AlBukhary  Malaysia 

2.0 

605 

Name  Citizenship 


NET  WORTH 
(SBIL) 


Alberto  Alcocer  Spain* 

1.2 

962 

Vagit  Alekperov  Russia 

13.0 

56 

Bassam  Alghanim  Kuwait 

2.8 

412 

Kutayba  Alghanim  Kuwait 

2.8 

412 

Sulaiman  Algosaibi  Saudi  Arabia 

3.0 

368 

Herbert  Allen  Jr  &  family  US,  NY 

2.0 

605 

Paul  Allen  US,  WA 

16.0 

41 

Prince  Alwaleed  Saudi  Arabia 

21.0 

19 

Igor  Altushkin  Russia* 

1.9 

652 

Anil  Ambani  India 

42.0 

6 

Mukesh  Ambani  India 

43.0 

5 

Americo  Amorim  Portugal* 

7.0 

132 

Alexei  Ananyev  Russia 

2.3 

524 

Dmitry  Ananyev  Russia 

2.3 

524 

John  Anderson  US,  CA 

2.2 

553 

Isak  Andic  Spain 

3.0 

368 

Vasily  Anisimov  Russia 

4.0 

260 

Leonore  Annenberg  US,  PA 

2.5 

462 

Philip  Anschutz  US,  CO 

7.4 

125 

Mary  Anselmo  US,  CT 

1.1 

1014 

Edmund  Ansin  US,  FL 

1.7 

707 

G&R  Aponte  Switzerland 

2.8 

412 

Jeronimo  Arango  Mexico 

4.3 

247 

George  Argyros  US,  CA 

1.7 

707 

Micky  Arison  US,  FL 

5.4 

189 

Shari  Arison  Israel 

4.1 

256 

Jose  Maria  Aristrain  Spain 

2.6 

446 

Giorgio  Armani  Italy 

5.0 

203 

Roland  Arnall  US,  CA 

1.5 

785 

Bernard  Arnault  France 

25.5 

13 

John  Arnold  US,  TX* 

1.5 

785 

John  Arrillaga  US,  CA 

1.5 

785 

Semahat  Arsel  Turkey 

2.3 

524 

Michael  Ashley  United  Kingdom 

2.5 

462 

Nadhmi  Auchi  United  Kingdom 

2.9 

396 

Pyotr  Aven  Russia 

5.5 

178 

Emilio  Azcarraga  Jean  Mexico 

1.6 

743 

David  Azrieli  &  family  Canada* 

2.1 

573 

NET  WORTH  „, 

Name  Citizenship                       (SBIL)  F 

B  I 

Louis  Bacon  US 

1.7  i 

Thomas  Bailey  US,  CO 

1.3  I 

Alberto  Bailleres  &  family  Mexico 

9.8  I 

Rahul  Bajaj  India 

1.0  1 

Mikhail  Balakin  Russia* 

4.0  i 

Steven  Ballmer  US,  WA 

15.0  \ 

James  Balsillie  Canada 

3.4  : 

Enrique  Bariuelos  Spam 

1.3  t 

David  &  Frederick  Barclay  UK 

3.1  : 

Carol  Jenkins  Barnett  US,  FL* 

1.0  1 

Ronald  Baron  US,  NY* 

1.5  ; 

Thomas  Barrack  US,  CA 

2.3  9 

Edward  Bass  US,  TX 

2.5  i 

Lee  Bass  US,  TX 

3.0  a, 

Robert  Bass  US,  TX 

5.5  1 

Sid  Bass  US,  TX 

3.0  3 

Eike  Batista  Brazil* 

6.6  1 

Frank  Batten  Sr  US,  VA 

2.4  S 

Elena  Baturina  Russia 

4.2  1 

Heinz  Bauer  Germany 

2.9  3 

Andrew  Beal  US,  TX* 

1.5  i 

Riley  Bechtel  US,  CA 

3.5  a 

Stephen  Bechtel  Jr  US,  CA 

3.5  3 

Otto  Beisheim  Germany 

5.0  2 

Pierre  Bellon  &  family  France 

2.2  5 

Carlo  Benetton  Italy 

2.9  a 

Gilberto  Benetton  Italy 

2.9  3 

Giuliana  Benetton  Italy 

2.9  3j 

Luciano  Benetton  Italy 

2.9  a 

Marc  Benioff  US,  CA 

1.2  9 

Joseph  Benvenuti  US,  CA* 

1.0  i 

Jose  Berardo  Portugal* 

1.8  6 

Boris  Berezovsky  Russia 

1.3  a 

Carl  Berg  US,  CA 

1.4  8 

Silvio  Berlusconi  &  family  Italy 

9.4  9 

i 

*  NEW  THIS  > 
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MAS  E  RATI 

EXCELLENCE  THROUGH  PASSION 


Our  Appreciation  for  Curves  Is  Mutual. 

Maserati  GranTurismo:  Playboy  Magazine  "Best  Luxury  Sports  Coupe"  for  2008 


NTRODUCING  THE  ALL-NEW  2008  MASERATI  GRANTURISMO  — 

rHE  FIRST  LIMITED  PRODUCTION  CAR  THAT  YOU'LL  WANT  TO  DRIVE  EVERY  DAY. 

dayboy  Magazine  might  have  chosen  the  new  GranTurismo  as  "Best  Luxury  Sports  Coupe"  for  2008  for  its  appear- 
mce  alone.  However,  the  editors  looked  beyond  the  GranTurismo's  stunning  Pininfarina  bodywork  to  the  scintillat- 
ng  performance  delivered  by  its  Ferrari-engineered  405  hp  V8  and  advanced  6-speed  automatic  transmission.  Inside 
hey  discovered  room  for  four  adults  and  "a  luscious  leather  interior  only  the  Italians  could  create."  RSVP  now  to  com- 
mission your  own  limited  production  GranTurismo  —  it  will  be  well  worth  the  wait.  Also  visit  our  award-winning 
vebsite  to  specify  your  GranTurismo  and  locate  your  local  authorized  Maserati  dealer,  maseratiamerica.com/gtfb 


©2008  Maserati  North  America.  All  rights  reserved.  Maserati  and  the  Trident  logo  are  registered  trademarks  of  Maserati  SpA. 


BILLIONAIRES 


NET  WORTH 

.Name  (.ilizenship  (SBii) 

Rank 

Ernpctn  Rortavr*-lii        1 1  /  ,  ■  r  l  1 1  u ! 
Hi  lltrs  LU  Del  Id!  trill  OWllitl  ldUU 

10.3 

75 

LllldMtr  DtllcllLUUI  I  ridllCc 

22.9 

17 

JcTTicy  DtiOb  Uj,  VV/\ 

8.2 

110 

Din  Mahfnii7  ft  fam  QanHi  Ar  iht  i 
Dill  ividiiiUU£  oi  laid  jduui  rviduid 

2.8 

412 

Kumar  Birla  India 

10.2 

76 

Stephen  Bisciotti  US,  MD 

1.3 

897 

Bjorgolfur  Thor  Bjorgolfsson  Iceland  3.5 

307 

1  onn  Rlarlf  T  rS  MY 

LcUII  DldlK  Uj,  IN  I 

4.0 

260 

Arthur  Rlanlr  I  \  <  \ 

Ml  lllill  Dlallli  VJo,  \Ji\ 

1.3 

897 

1  onnsrH  Rlauatnilr  I  \ 
LcUildiu  DidVdiiim  \jo 

8.0 

113 

IVlavim  Rla7hlfn  Piiccia^ 

IVIaAIIII  Dld£lll\U  I\Um1o« 

1.4 

843 

Timnthv  RlivtPth  T  IS  WA 

IllllUllly  DIIA3CIII  \Jj>  \\ r\ 

1  3 
■ .  j 

897 

Mirhapl  Rlnnmhprn  T  IS  KIY 

[VI Ullatrl  DIUUllIUCIM  \JO}  L^i  I 

11.5 

65 

NpiI  Rluhm  T  's  TT 

IML.BI  DIUIIIII  vi,  11 

2.1 

573 

Vladimir  Rnnft^nnu  Rncci'i 

Vldilllllll    DUIJUdllUV  IMISMil 

2.6 

446 

Monadiu  Rnhnlunhnv  i  'Li  hmc 
nciiauiy  Duiiuiyuiiw  i  muihi. 

4.0 

260 

Uinrpnt  RnllnrP  Pranrp 
viindii  duiiuic  ridiicc 

1.4 

843 

David  RnnHprm^n  IK  TX* 
udviu  duiiuci  mail  u  j,  i  a« 

3.3 

334 

Franklin  Rnoth  Jr  I  IS  <  \ 

riaiiniiii  DUUUI  31    \J O) 

2.5 

462 

nlllal   DU3C  \J  0>  IV]  r\ 

1.8 

677 

Fmilin  Rntm  Snnirt 

UI  1  III  IU  UUllll  O L'cll  1 1 

2.1 

573 

Martin  ft  Olivipr  Rmi\/niip<  1? mrc 

[Vlul  llll  Of  UMVlCl    DUUVUUC9  I  1  ill  lit 

4.5 

227 

Olpn  Rnvkn  K'i  i 

1.5 

785 

Julio  Rn7ann  I'.i  i/il 

1.7 

707 

(iPrd  Rrarhmann  fiprtnanv 

1.0 

1062 

f  harlp<;  Rrsnrip<;  US  PA 

X.IICIIIC3  QIQIIUC9  k     >,  v    .  \ 

2.5 

462 

Rirhard  Rrancnn  Ilnirprl  fCinaHnm 

niu lai u  Diaiisuu  ui iik  u  i\ 1 1 ifcMJUi  1 1 

4.4 

236 

Donald  Rrpn  ITS  CA 

13.0 

56 

Peter  Briger  Jr  US,  NY 

1.2 

962 

Sergey  Brin  US,  CA 

18.7 

32 

Eli  Broad  US,  CA 

6.5 

145 

Charles  Bronfman  Canada 

24 

503 

Edgar  Bronfman  Sr  US,  NY 

3.2 

349 

Anneliese  Brost  Germany 

1.3 

897 

John  Brown  US,  MI 

1.5 

785 

Thomas  Bruch  Germany 

1.5 

785 

Peter  Buck  US,  CT 

1.6 

743 

Matthew  Bucksbaum  &  fam  US,  IL  2.4 

503 

Warren  Buff ett  US,  NE 

62.0 

<\ 

Hubert  Burda  Germany 

5.3 

194 

Ronald  Burkle  US,  CA 

3.5 

307 

Gary  Burrell  US,  KS 

2.0 

605 

Kunio  Busujima  &  family  Japan 

5.3 

194 

Charles  Butt  &  family  US,  TX 

2.3 

524 

c 

Charles  Cadogan  &  fam  UK 

4.7 

214 

John  Calamos  &  family  US,  IL 

1.6 

743 

Ciive  Calder  United  Kingdom 

3.3 

334 

Ahmet  Calik  Turkey* 

1.5 

785 

Francesco  Gaetano  Caltagirone  Italy  2.6 

446 

Alan  Casden  US,  CA 

2.0 

605 

Stephen  Case  US,  VA 

1.2 

962 

148 


NET  WORTH 

Name  Citizenship  (SBIL) 

Rank 

S  Truptt  Cathy  I  IS  fT.A 

1.3 

897 

Inhn  fatcimatidic  IK  \IV  + 

JUIIII  \_a  13111  la  LIUI3  \J  O,  IM  1  W 

2.1 

Inhn  C aiiduupll  I            k'mtiJr »m 

JUIIII  \.OUUVVcll   I  mIHLU  JXJIl^UUJll 

2.3 

524 

Cha  Yong-Keu  South  Korea 

14 

843 

Anne  Cox  Chambers  US,  GA 

12.6 

62 

Christopher  Chandler  New  Zealand  1.7 

707 

Rirhard  C handler  \',>w  '/,■.!  .m,  I 

nuiidru  ^ndnuici  incw  ex.  aitinci 

1  7 

i.  # 

707 

ndiiitrbn  Lndnurd  incna 

7.0 

86 

Ciihhach  rhanHra  |ni|i  , 

ouuiidMi  ^.iidimrd  incna 

524 

Dhanin  rhoar^w^nnnt  'T  Kail-anH 
LSlldlllll  V-llCdl dvailUI  1 1    l  11, 111. M  Kl 

897 

rhon  Din  Uinta  l  Iniid  I'i mn 
i_ntril  Lflll  nwd  lioill'  JXOiit; 

327 

fhpn  Pachn  (  1  ii  i 
\_iicii  rdsiiu  v  Jiniti 

1  0 

605 

fhon  Vihrtnn  (  'Kin-i  ^ 

1 

743 

rhonrt  Vii-timri  1  limn  k  ,  mo 

V-HtMllJ    III    LUlllJ  I  Htllg  JXlMiy 

7  7 

120 

Dauid  f^horitnn  (    in  i,l  \ 

1  fi 

743 

fhpunri  r*hnnri  Kin  rhini't 

^IICllllU  V-IIUIIlj  IXIU  V^IlllldW 

1.4 

843 

Van  f  honnn  Hnno  \Cc\r\a 
■  an  v.iii-uiiij  runig  ixuiig 

1  4 

652 

^halua  fhinirincUu  Ritccia 
jMiaivd  v.i ucgn  ii I3ivy  i\u>Md 

2.3 

524 

Richard  Chilton  US,  CT* 

1.2 

962 

CY\f\  TaU  Wnnn  \  Inno  k'nnci 

i u  idn  vvunu.  i  lDiiy  ixuiig 

462 

Patokh  Chodiev  Belgium 

3.3 

334 

Francis  Choi  Hong  Kong 

1.3 

897 

Chu  Lam  Yiu  Hong  Kong 

1.9 

652 

Chu  Mang  Yee  <  hina 

13 

785 

Chung  Mong-Joon  South  Korea 

2.8 

412 

Chung  Mong-Koo  South  Korea 

2.8 

412 

Chung  Yong-Jin  South  Korea 

1.0 

1062 

Turgay  Ciner  Turkey 

1.1 

1014 

Gustavo  Cisneros  &  fam  Venezuela  4.6 

222 

James  Clark  US,  FL 

14 

843 

Steven  Cohen  US,  CT 

6.8 

137 

Hasan  Colakoglu  Turkey 

1.2 

962 

William  Connor  II  US 

1.8 

677 

William  Conway  Jr  US,  VA* 

2.5 

462 

Scott  Cook  US,  CA 

13 

897 

William  Cook  US,  IN 

4.5 

227 

Phoebe  Hearst  Cooke  US,  CA 

2.1 

573 

Mark  Coombs  United  Kingdom 

1.9 

652 

Leon  G  Cooperman  US,  NY* 

1.2 

962 

Alberto  Cortina  Spain* 

1.2 

962 

James  Coulter  US,  CA* 

2& 

412 

John  Coustas  ( Ireece* 

1.2 

962 

Jean  Coutu  Canada 

14 

843 

Lester  Crown  81  fam  US,  IL 

4.6 

222 

Mark  Cuban  US,  TX 

2.6 

446 

Ian  M  Dimming  US,  UT* 

1.3 

897 

Boguslaw  Cupial  Poland* 

1.0 

1062 

Leszek  Czarnecki  Poland 

2.6 

446 

D 

Daniel  D'Aniello  US,  VA* 

2.5 

462 

Horacio  da  Silva  Roque  Portugal*  1.4 

843 

Ray  Dalio  US,  CT* 

4.0 

260 

NET  WORTH 

Name  Citizenship  (Sbil) 

1 

Aliko  Dangote  Nigeria* 

3.3 

3 

Serge  Dassault  &  family  I*rance 

9.9 

David  Davidovich  Russia 

1.3 

g. 

William  Davidson  US,  MI 

4.5 

2 

Jim  Davis  &  family  US,  MA 

2.5 

4. 

Robert  Day  US,  CA 

1.4 

a 

Belmiro  de  Azevedo  Portugal 

2.0 

C  de  Carvalho-Heineken  Netherlands7.3 

Inhn  dp  Mnl  Wih.'i  I  m,k 

JUIHI  UC  IVIUI  JMCLllCI  Idl  1U?» 

5 

Fdward  Dphartnln  Jr  I  IS  FT 

1.7 

~t 

Jp^n-fl^llHp  Dpr^lllY  R  fam  f-r-inrp 
JCOII  uauuc  UCLaUA  fjl  lalll  I  ItlllLC 

5.9 

1 

Hpin7-Hnr^t  Hpir hm^nn  f  iprmanv 
ncinc  nui si  i/ciu  11 1  icii  11 1  vjciiiiuiiy 

3  0 

J.U 

3 

R^f^pl  dpi  Pinn  A  f^milv  Snain 
namci  ud  rtn\j  ul  lullllly    1  1  ■  1 1 ' 

5.3 

1 

Luis  del  Rivero  Spain 

1.1 

1 

Leonardo  Del  Vecchio  Italy 

10.0 

7 

Michael  Dell  US,  TX 

164 

4* 

Fred  DeLuca  US,  FL 

1.6 

Oleg  Deripaska  Russia 

28.0 

c 

Bharat  Desai  &  family  US,  FL* 

A3 

7, 

Paul  Desmarais  Canada 

4.6 

2 

Dermot  Desmond  Ireland 

2.5 

4> 

Richard  Desmond  United  Kingdom 

2.0 

61 

Richard  DeVos  US,  MI 

3.7 

2: 

Venugopal  Dhoot  India 

2.3 

5, 

Anurag  Dikshit  India 


1.6  74 


Barry  Diller  US,  NY 


James  Dinan  US,  NY* 


14 


William  Ding  China 


Abilio  dos  Santos  Diniz  Brazil 


2.0 


L  John  Doerr  US,  CA 


1.7 


Aydin  Dogan  Turkey 


2.0 


Sema  Isil  Dogan  Turkey* 


Ray  Dolby  US,  CA 


Lloyd  Dorfman  United  Kingdom 


Ennio  Doris  8t  family  Italy 


Bennett  Dorrance  US,  AZ 


John  Dorrance  III  Ireland 


Dou  Zhenggang  China* 


Gustaf  Douglas  Sweden 


Stanley  Druckenmiller  US,  NY 
Glenn  Dubin  US,  NY* 


David  Duffield  US,  CA 


Dan  Duncan  US,  TX 


1.3  8) 


1.0  11 


Hanzade  Dogan  Boyner  Turkey*     1.0  V 


Begumhan  Dogan  Faralyali  Turkey*  1.0  11 


Vuslat  Dogan  Sabanci  Turkey*       1.0  H 


1.0  11 


Arzuhan  Dogan  Yalcindag  Turkey*  1.0  1< 


Charles  Dolan  &  family  US,  NY       2.5  4« 


3.5  31 


Ralph  Dommermuth  Germany*      1.6  74 


1.4  84 


2.1  5: 


2.1  5j 


2.7  4; 


1.5  78 


2.3  s: 


3.5  3C 
1.3    85 1 


1.3  8SI 


7.9  111 


Charles  Dunstone  United  Kingdom*  1.8 

6; 

James  Dyson  United  Kingdom 

1.6 

74 

Alexander  Dzhaparidze  Russia* 

1.7 

7C 
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"he  true  comfort  of  this  furniture  comes  from  knowing  what's 
nside  it:  a  new  kind  of  foam  created  in  part  from  renewable 
esources.  Manufacturers  of  foam  for  the  furniture  and  bedding 
ndustries  wanted  to  use  less  petroleum-based  ingredients  in 
heir  products  and  asked  Cargill  for  help.  Using  soybean  oil  and 
chemistry,  we  developed  BiOH  "  polyols,  a  new  foam-making 
ngredient.  The  resulting  product  performs  like  traditional  foam, 
ret  consumes  less  petroleum.  Several  national  brands  are  now 
jsing  it  in  their  furniture— making  homes  more  inviting  for  both 
jeople  and  nature.  This  is  how  Cargill  works  with  customers. 

collaborate    >    create    >  succeed 


V 


■ 


www.  cargillcreates.com 

©2008  Cargill,  Incorporated 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


BILLIONAIRES 


NET  WORTH 

Name  Citizenship  (Sbiu 

Rank 

E 

Bernard  Ecclestone  &  fam  UK 

3.7 

288 

George  Economou  Greece* 

1.7 

707 

Biilent  Eczacibasi  Turkey 

1.3 

897 

Faruk  Eczacibasi  Turkey* 

1.3 

897 

Wesley  Edens  US,  NY 

1.2 

962 

John  Edson  US,  WA 

1.2 

962 

N  Murray  Edwards  Canada 

1.4 

843 

Richard  Egan  US,  MA 

1.4 

843 

Michael  Eisner  US,  CA 

1.1 

1014 

Lawrence  Ellison  US,  CA 

25.0 

14 

Richard  Elman  &  fam  UK* 

1.1 

1014 

Archie  A  (Red)  Emmerson  US,  CA 

2.1 

573 

Curt  Engelhorn  Germany 

6.6 

142 

Israel  Englander  US,  NY 

1.5 

785 

Charles  Ergen  US,  CO 

9.5 

87 

Antonio  E  de  Moraes  &  fam  Brazil  10.0 

77 

Gabriel  Escarrer  Spain 

1.5 

785 

F 

Philip  Falcone  us,  NY* 

1  "I 
1./ 

/U/ 

Aloysio  de  Andrade  Faria  Brazil 

3.7 

too 
Zoo 

Richard  Farmer  us,  FL 

1.0 

lUbZ 

Leonid  Fedun  Russia 

C  A 

6.4 

149 

Qtnnficn  Pninhorn  T  TQ  MV4 
jiepnkn  rcinoerg  Uj,  IN  I  m 

1  n 

Michele  Ferrero  &  family  Italy 

11.0 

68 

Frank  Fertitta  III  US,  NV* 

1.3 

897 

Lorenzo  Fertitta  US,  NV* 

1.3 

897 

Gleb  Fetisov  Russia 

3.9 

277 

David  Filo  US,  CA 

2.5 

462 

Paul  Fireman  US,  MA 

1.1 

1014 

John  J  Fisher  US,  CA 

1.6 

743 

Kenneth  Fisher  US,  CA 

1.8 

677 

Robert  Fisher  US,  CA 

1.4 

843 

William  Fisher  US,  CA 

1.4 

843 

Thomas  Flatley  US,  MA 

1.2 

962 

J  Christopher  Flowers  US,  NY 

2.0 

605 

Iris  Fontbona  &  family  Chile* 

10.0 

77 

Philippe  Foriel-Destezet  France 

2.3 

524 

Andrew  Forrest  Australia 

6.5 

145 

Theodore  Forstmann  US,  NY* 

1.0 

1062 

Paul  Foster  US,  TX* 

1.0 

1062 

Lindsay  Fox  Australia* 

1.7 

707 

James  France  US,  FL 

1.4 

843 

John  Fredriksen  Cyprus 

8.0 

113 

Douglas  Fregin  Canada* 

14 

843 

Albert  Frere  Belgium 

3.2 

349 

Mikhail  Fridman  Russia 

20.8 

20 

Thomas  Friedkin  US,  TX 

1.6 

743 

Robert  Friedland  US 

1.4 

843 

Jurgen  Friedrich  Germany* 

1.0 

1062 

NET  WORTH 

Rank 

Name  Citizenship 

(SBIL) 

Thomas  Frist  Jr  &  family  I  s  I  \ 

1.9 

652 

Alexander  Frolov  Russia 

5.5 

178 

Phillip  Frost  US,  FL 

2.2 

553 

Yoshitaka  Fukuda  Japan 

1.8 

677 

Yasuhiro  Fukushima  Japan 

1.0 

1062 

Soichiro  Fukutake  Japan 

1.4 

843 

Victor  Fung  US 

2.5 

462 

William  Fung  Hong  Kong 

2.7 

428 

G 

Mario  Gabelli  US,  NY 

1.3 

89/ 

Barbara  C  Gage  &  fam  US,  MN 

2.2 

553 

Filaret  Galchev  Russia 

•y  4 

3.1 

358 

Sergei  Galitsky  Russia 

4  n 

1.9 

652 

John  Gandel  Australia 

2.0 

CAC 
DUD 

Jean-Claude  Gandur  Switzerland* 

1.9 

co 

652 

Gao  Dekang  China* 

1.Z 

no 

962 

Jayme  Garfinkel  Brazil* 

1.4 

OA  ^ 

843 

William  Gates  III  US,  WA 

CO  A 

58.0 

3 

Jaiprakash  Gaur  India 

3.9 

ill 

David  Geffen  US,  CA 

6.0 

4  £4 

164 

Sameer  Gehlaut  India* 

4  1 

1.2 

962 

Jeffrey  bended  us,  Cl* 

4  A 
l.U 

i  no 
lUbz 

Sergei  Generalov  Russia* 

4  A 

1.0 

1062 

Geng  Jianming  China* 

4  A 

1.0 

t  no 

1062 

Rolf  Gerling  Germany 

"I  A 

2.0 

CAC 

605 

Alan  Gerry  US,  NY 

1.6 

743 

Gordon  Getty  US,  CA 

2.4 

503 

Daniel  Gilbert  US,  Ml 

4  A 
1.0 

4  AO 

1062 

Malcolm  Glazer  &  family  US,  FL 

2.5 

462 

Adi  Godrej  &  family  India 

5.5 

178 

Christopher  Goldsbury  US,  I  \ 

1.5 

785 

Frits  Goldschmeding  Netherlands 

2.0 

605 

B  Thomas  Golisano  US,  NY 

1.6 

743 

Leslie  Gonda  L  s,  CA 

4  4 
1.1 

4  A4  A 

1014 

Louis  Gonda  US,  CA 

1.4 

843 

James  Goodnight  US,  NC 

8.7 

102 

Senapathy  Gopalakrishnan  India 

1.0 

1062 

Donald  Gordon  South  Africa 

">  A 

2.0 

CAC 

605 

Alec  Gores  US,  CA 

1.5 

785 

Tom  Gores  US,  CA 

2.2 

553 

David  Gottesman  US,  NY 

2.7 

428 

Terry  Gou  Taiwan 

6.1 

160 

Naresh  Goyal  India 

1.4 

843 

Laurence  Graff  United  Kingdom* 

2.5 

462 

David  Green  US,  OK 

1.8 

677 

Philip  &  Cristina  Green  UK 

8.4 

107 

Pincus  Green  US 

1.2 

962 

Maurice  Greenberg  US,  NY 

1.9 

652 

Kenneth  Griffin  US,  IL 

3.0 

368 

John  Grill  Australia* 

1.1 

1014 

William  Gross  US,  CA 

1.3 

897 

Gerald  C  Grosvenor  &  fam  UK 

14.0 

46 

NET  WORTH 

Name  Citizenship  (SBIL) 

Raj 

A  IL,     A    «"~  .  .  l_  _  .  ,    IT      '  m.     J   T  f '  J 

Albert  Gubay  United  Kingdom 

1.1 

1  cl 

Bjorgolfur  Gudmundsson  Iceland 

4  4 
1.1 

4  f\M 
1 

Suat  Gunsel  Cyprus 

4  •% 

1.2 

n£l 

961 

Guo  Guangchang  China 

2.0 

60 1 

Mubariz  Gurbanoglu  Turkey* 

1.3 

sal 

Mikhail  Gutseriev  Russia 

2.6 

44 1 

H 

Walter  Haetner  Switzerland 

o  c 
3.0 

Stein  Erik  Hagen  &  family  Norway 

4.3 

■>/i 

Simon  Halabi  United  Kingdom 

A  A 

4.0 

Zb 

r\A»->l*4  U-.ll  T  TC  vo 

Donald  Hall  us,  KS 

4  A 

1.9 

cr 

b.i 

Dorrance  Hamilton  US,  PA 

4  4 

1.1 

tin 
1U 

Harold  Hamm  US,  OK* 

A  A 

4.4 

Z3 

Han  Chang-Woo  &  family  Japan 

4  ~i 

1.7 

7U 

Otto  Happel  Germany 

3  c 
J.b 

V? 

Marguerite  Harbert  US,  AL 

4  c 

1.6 

74 

Aymin  Hariri  Saudi  Arabia 

2.3 

CT 

bZ 

Bahaa  Hariri  Switzerland 

S.i 

"5/1 

Fahd  Hariri  Lebanon 

L.S 

C*V 

Hind  Hariri  Lebanon 

4  4 

1.1 

1U1 

Nazek  Hariri  Lebanon 

4  A 

1.4 

OA 

o4) 

Saad  Hariri  Saudi  Arabia 

3.3 

Jonathan  Harmsworth  UK 

1.1 

1U1 

Alfredo  Harp  Held  &  family  Mexico  1.6 

/4J 

Joshua  Harris  US,  NY* 

2.0 

CAI 

bU! 

Graeme  Hart  New  Zealand 

5.1 

zo 

Michael  Hartono  Indonesia 

2.0 

cai 
bU. 

R  Budi  Hartono  Indonesia 

2.0 

bo: 

Gerald  Harvey  Australia 

1.4 

QA' 

o4- 

Erivan  Haub  &  family  Germany 

7.8 

11: 

Vitaliy  Hayduk  Ukraine 

2.7 

a*h 
4Z1 

Nicolas  Hayek  Switzerland 

3.6 

Z?f 

Richard  Hayne  US,  PA 

1.6 

TA] 

/4. 

He  Xiangjian  &  family  China* 

1.9 

b3- 

Timothy  Headington  US,  TX 

1.7 

/Ui 

Austin  Hearst  US,  NY 

2.1 

cn 
5/J 

David  Hearst  Jr  US,  CA 

2.1 

C*71 

5/J 

George  Hearst  Jr  US,  CA 

2.1 

3/J 

William  Randolph  Hearst  III  US,  CA  24 

bU: 

Hans-Werner  Hector  Germany 

2.0 

bU- 

Michael  Heisley  Sr  US,  FL 

1.3 

07  i 

Diane  Hendricks  US,  WI* 

3.0 

jbc 

Marvin  Herb  US,  IL 

1.2 

Roberto  Hernandez  Ramirez  Mexico  1.7 

/Ui 

Daniela  Herz  Germany 

2.9 

Giinter  Herz  Germany 

3.0 

JO€J 

Ingeburg  Herz  Germany 

2.0 

bU3 

Joachim  Herz  Germany 

3.0 

Michael  Herz  Germany 

5.0 

ZUd 

Wolfgang  Herz  Germany 

4.9 

711 

L  1  1 

Thomas  Hicks  US,  TX* 

1.3 

897 

Jeffrey  Hildebrand  US,  TX 

1.5 

785 
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BILLIONAIRES 


NET  WORTH 

Name  Citizenship  (Sbil) 

Rank 

Uanru  Uillman  I  K  PA 

nenxy  niiimdn  uj,  i  n 

t  A 

VUilliam  Hiltnn  I  IK  CA 
vviiiidiTi  nmun  uj, 1  \ 

7  7 

iMiranjan  nirdndnudiii  iiiuui « 

7  1 

jianicy  no  i  ions  Nong 

O.v 

1  1  J 

Rnhort  Hnlrlinn  I 's  TD 
noucii  nuiumy  uo,  1  lj 

Liicirndr  nupp  otrniany 

1  0 

1flfi? 

1  UOt, 

Plio  Unrn  U>-  ,  /t| 
ciic  norn  nrazii 

2.1 

573 

ntriui  nuricn  .  vumi  i.i 

■J  7 

J.  / 

too 

Amnc  HnctPttpr  Ir  I  *s  MA 

HlllUb  rlUbltrllfcrl  Jl   Uj,  1V1A 

2.6 

446 

RAimlaC  Ucil     1    im  in 

L/uuyidb  niu  laiwan 

1  7 

7117 

nudny  ividuru  dcii/cm 

Unann  Hi  ill  in  (  '  N  i  n  -3 

nudiiy  rtuiun  ^iiina« 

7  A 

Unann  IA/pi  SL  fsmilv  (  'Inn  i 
nudiiy  vvci  ot  idiiiiiy  v  miia  « 

1  4 

J  .** 

377 

^tanlou  Qtnh  Hnhharrl  I 's  MM 
jidnitfy  jiuu  nuuudru  Uo,  ai.\ 

1  fi 

7d? 

Rrarllpv  Hnnhpc  1  A  VY 

DldUlcy  F1UUI1C3  UJ,  IS.  I 

J.VJ 

Uiih  fkann.Cnn  S.uitli  k'nnvi  ^ 

nun  v-iidny-juu  jouin  Korean 

1  7 

Miii  lA/i n rt  Man  1  i,  h  m  k  ,  niu 
nui  winy  ividu  noun  T\uiiy 

A  A 

7fin 

n  virdyMc  nuiitnyci  uj,  jtl 

2.4 

SO? 

Inhnollo  Hunt  T  K  A  R  + 
junriciic  nuni  uj,  a k  w 

1  7 

D-iw  Hunt  I  K  TY 
r\dy  nuni  uj}  i a 

d  A 

Thomas  Hunter  United  Kingdom 

1.3 

897 

Jon  Huntsman  US,  U T 

1.8 

677 

I 

Alijan  Ibragimov  Kazakhstan 

3.3 

334 

Mohammed  Ibrahim  UK* 

2.5 

462 

Carl  Icahn  US,  NY 

14.0 

46 

Erman  Weak  Turkey* 

1.7 

707 

Michael  Hitch  US,  MI 

1.6 

743 

Martha  Ingram  &  family  US,  TN 

2.3 

524 

Vladimir  lorikh  Russia 

1.4 

843 

James,  Arthur  &  John  Irving  Canada  6.7 

140 

Masatoshi  Ito  Japan 

2.2 

553 

Eitaro  Itoyama  Japan 

4.4 

236 

Boris  Ivanishvili  Russia 

6.4 

149 

Fukuzo  Iwasaki  Japan 

1.8 

677 

J 

Jess  Jackson  US,  CA 

2.2 

553 

Irwin  Jacobs  US,  CA 

1.6 

743 

Jeremy  Jacobs  Sr  US,  NY 

1.5 

785 

Micky  Jagtiani  India* 

2.5 

462 

Michael  Jaharis  US,  NY 

1.9 

652 

Anand  Jain  India* 

3.4 

327 

Indu  Jain  India 

4.4 

236 

Joseph  Jamail  Jr  US,  TX 

1.5 

785 

Hamilton  James  US,  NY* 

1.5 

785 

James  Jannard  US,  WA 

2.0 

605 

Stephen  Jarislowsky  Canada 

2.5 

462 

Stephen  Jennings  New  Zealand* 

1.1 

1014 

Rakesh  Jhunjhunwala  India* 

1.0 

1062 

NET  WORTH 

Name  Citizenship  (SBIL) 

Rank 

3dviLii  jinudi  <x  idiniiy  muia 

ft  7 

11ft 
1  IU 

nyuK.ni  jinndi  japan 

4  C 

1 .3 

7STC 

/Oj 

jieVcll  JOD5  Uo, 

1RQ 

I07 
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1S  A 
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7  A 

1?7 

R^rhars  Pi^corl/^  Inhncnn  T  TQ 
DdlUdld  rldbtrCKd  JOnnSOil  Uo 

7  7 

47A 

("h^irloc  InhncAn  t  tc  f  A 

t.  j 

777 

££.1 

FHui/Arrl  Inhncnn  III  IV   AA  A 
CUWdTU  JUllilbUn  III  Uj,  IVIA 

1A  A 

77 

H  Piclr  Inhncnn  I  1C  WT 

n  ribK  jonnbon  u^>,  vvi 

7  7 

^? 
jjj 

lillUyclltr  rUWclb  JUllllbUil  \Jc>,  VVI 

7  7 

Rnhort  Inhncnn  I  nf 

1  A 

1ftfi7 

Rnnort  Inhncnn  Ir  T  FQ  PA 

3  ft 

^  Turtle  Inhncnn  T  K  WT 
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7  7 

^*b? 
J  J  J 
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7  7 

^■>? 

VA/innio  Inhncnn.Msrmisrf  T  I ^   \  \ 
VVIFIIlIt?  JUIlIlbUSl  IVldlUJ Udl  I  Uo,  VA 

7  7 

333 

Iprr^l  Innpc  T  TY 

Jcllctl  JUI1C3  {JO)  1A 

1.4 

Ad? 

0**3 

Paul  TnHnr  Innoc  II  T  PT 

rdlll  lUUUl  JUllcb  II  Uj,  v_,  1 

?  ? 

3.3 

33f 

George  Joseph  US,  CA 

1.2 

962 

Manuel  Jove  Spain 

3.5 

307 

K 

Michael  Kadoorie  &  fam  Hong  Kong  54 

Morris  Kahn  Israel 

1.1 

1A14 

George  Kaiser  US,  OK 

11.0 

Baba  Kalyani  India 

1.8 

K77 

Saleh  Kamel  Saudi  Arabia 

5.0 

7A? 

#-V3 

Nimesh  Kampani  India* 

1.3 

847 

Ingvar  Kamprad  &  family  Sweden 

31.0 

7 

Vyacheslav  Kantor  Russia 

2.6 

446 

Min  Kao  US,  KS 

3.1 

358 

Mehmet  Emin  Karamehmet  Turkey  4.3 

247 

Roman  Karkosik  Poland 

1.1 

1014 

Stephen  Karp  US,  MA 

1.0 

1062 

Bruce  Karsh  US,  CA* 

14 

843 

Daryl  Katz  Canada 

2.1 

573 

Pauline  MacMillan  Keinath  US,  MO  4.4 

236 

Brad  Kelley  US,  TN 

1.6 

743 

Petr  Kellner  Czech  Republic 

9.3 

91 

Peter  Kellogg  US,  NJ 

3.3 

334 

William  Kellogg  US,  WI 

1.2 

962 

James  Kennedy  US.  CA* 

6.3 

154 

Suleiman  Kerimov  Russia 

17.5 

36 

Kirk  Kerkorian  US,  CA 

16.0 

41 

Teresa  F  Heinz  Kerry  US,  PA* 

1.0 

1062 

Igor  Kesaev  Russia* 

1.2 

962 

Danil  Khachaturov  Russia* 

2.0 

605 

Nasser  Khalili  United  Kingdom 

1.3 

897 

German  Khan  Russia 

13.9 

54 

Viktor  Kharitonin  Russia* 

1.1 

1014 

Habil  Khorakiwala  India 

1.1 

1014 

Vinod  Khosla  US,  CA 

1.5 

785 

Said  Khoury  Lebanon* 

1.2 

962 

Igor  Kim  Russia* 

1.0 

1062 

NET  WORTH 
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Name  Citizenship 
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Anrlrpi  Ifn7itcun  Rnccii 
miiuici  i\u>£ii3yii  rvuoMd 

1.6 

Robert  Kraft  US,  MA 

^A 

841 

Michael  Krasny  US,  IL 

1.7 

707 

Georgy  Krasnyansky  Russia* 


Ryszard  Krauze  Poland* 


Henry  Kravis  US,  NY 


Ananda  Krishnan  Malaysia 


Ann  Walton  Kroenke  US,  MO 


E  Stanley  Kroenke  US,  MO 


Tracy  Krohn  US,  TX 


Timur  Kulibaev  Kazakhstan 


Dinara  Kulibaeva  Kazakhstan 


Robert  Kuok  Malaysia 


Alexei  Kuzmichev  Russia 


Lev  Kvetnoi  Russia 


R,  T  &  W  Kwok  1  long  Kong 


1.0  1( 


1.3  897 


5.5  1781 


7.2  131 


Kjeld  Kirk  Kristiansen  Denmark      6.5  145 


2.8  412 


2.7  428I 


Klaus-Michael  Kiihne  Germany       6.4  149i 


Kuok  Khoon  Hong  Singapore*  1.3  897 


9.0  97 


10.8  72 


1.5  785 


19.9  23 


Marc  Ladreit  de  Lacharriere  France  1.1  101 


Jimmy  Lai  Hong  Kong* 


1.2  962 


Guy  Laliberte  Canada 


1.7  707 
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*  NEW  THIS  YEA 


kkzo  Nobel  Industrial 
nd  Automobile  Coatings 


Copyright  ©  2008  CA.  All  rights  reserved. 


ZA  salutes  Akzo  Nobel  Industrial 
ind  Automobile  Coatings  for 
Jeveloping  an  approach  to  customer 
service  that's  anything  but  paint 
>y  numbers. 


om  the  paint  job  on  your  neighbor's  sports  car  to  the  pipes  in  your  home  that  never  rust,  Akzo  Nobel 
dustrial  and  Automobile  Coatings  is  there.  Companies  across  60  countries  rely  on  them  to  supply  their 
linting  and  coating  products.  There's  a  lot  of  pressure  to  deliver.  With  CA's  Recovery  Management 
ilutions,  Akzo  Nobel  has  increased  the  availability  and  performance  of  their  information  systems  — 
inimizing  or  eliminating  disruptions  and  ensuring  reliable  delivery  to  their  demanding  clients.  Now  it's 
czo  Nobel  that  has  a  glowing,  new  finish  —  on  their  reputation  for  world-class  customer  service. 
;ad  more  about  it  at  ca.com/customers. 


DVERN 


MANAGE 


SECURE 


Transforming 
IT  Management 


BILLIONAIRES 


NET  WORTH 

Name  Citizenship  ($bil) 

Rank 

Barry  Lam  laiwan 

T.J 

Edward  Lampert  l  s,  ( ,  I 

3.3 

7A7 

Leslie  Lampion  US,  MS* 

ZM 

CAE 
DU3 

G  Larrea  Mota-Velasco  &  fam  Mex 

1.5 

4  77 
1Z# 

Marc  Lasry  us,  Ni  * 

1  c 

1.3 

#o3 

Spiro  Latsis  &  family  ( Ireece 

ll.U 

CO 
Mi 

Joseph  Lau  I  lung  Kong 

1.3 

7il7 
Z4/ 

Leonaid  Lauder  us,  NY 

S.S 

77>l 
334 

n.n.|J  1  ,  .  .  ,1 . ,  .  T  rc  KTV 

Ronald  Lauder  us,  ,\> 

5.1. 

343 

n-|HL  1  ^..HAH  i  rc  \TV 

Ralph  Lauren  Lis,  M 

A  *) 

7C7 
Z33 

I\l    n .  1  fW    1 A  _  n  1                  I  TC  A/T/~\ 

nancy  waiton  Laurie  us,  mo 

">  A 
I.  A 

CA7 
3U3 

Mike  Lazaridis  Canada 

H  C 
J.b 

7Q£ 
Z3D 

Guilherme  Peirao  Leal  Brazil 

l.Z 

OR? 
30Z 

Alexander  Lebedev  Russia 

J.T 

7CO 
330 

Jay  Y  Lee  South  Korea 

1./ 

707 
IVI 

■            1/           II           c        .  I     I ' 

Lee  Kun-Hee  South  Korea 

7  A 
2.0 

Mo 

Lee  Myung-Hee  South  Korea 

7  A 
Z.U 

CAC 
DU3 

Patrick  Lee  Hong  Kong 

1.0 

7VI7 
IIS 

Lee  Shau  Kee  Hong  Kong 

Z3 

Lee  Shin  Cheng  Malaysia 

c  7 
J.  / 

4  77 
1  #3 

Tknm^r  1            T  TC  XTV 

i  nomas  Lee  us,  in  y 

7  A 

CAC 
DU3 

Michael  Lee-Chin  Canada 

l.O 

C77 
Oil 

Kicnard  LerraK  «  Tamny  us,  in  i  * 

7  A 

3DO 

Jorge  Paulo  Lemann  Brazil 

Q  Q 
J.O 

1  #Z 

James  Leprino  us,  uu 

7  1 

C77 
3/3 

Nancy  Lerner  us,  uh 

1.3 

/B3 

f,l  n rm  -,  I  f^mmr  t  TC  /All 

Norma  Lerner  us,  uh 

1.3 

/o3 

nanaoipn  Lerner  us,  uh 

1.3 

/o3 

Theodore  Lerner  US,  MD 

7  c 
Z.3 

4DZ 

Lev  Leviev  Israel 

4.3 

777 
ZZ/ 

Joseph  Lewis  United  Kingdom 

7  A 
S.U 

7CQ 
300 

reTer  Lewis  us,  rL 

1.1 

4  A4>f 
1U14 

Li  Ka-shing  Hong  Kong 

ZO.3 

44 

11 

Richard  Li  Hong  Kong 

1.1 

843 

KODin  LI  unina* 

4  /I 
1.4 

IM7 
o43 

1  ■  Cm  Vim  I    k..,  .  X 

li  ban  Tim  unina* 

1.1 

4  fit  A 

1U14 

Li  Sze  Lim  Hong  Kong 

7  Q 

330 

Liang  Wengen  China 

7  A 
S.V 

300 

Peter  Lim  Singapore* 

4  A 

l.U 

4  AC? 
lUOZ 

Lin  LI  i.nma* 

1  7 
l.Z 

OC? 
30Z 

George  Lindemann  &  fam  US,  FL 

4  O 

l.o 

C77 
Oil 

f~ -,   1  1  inrlnn,  I*-  Q.  f  -» r** ■  1 1 1  T  TC    I  11  T 

Lan  Linuner  jr  «  Tamuy  us,  uh 

7  7 
Z.J 

C?4 
3Z4 

Vladimir  Lisin  Russia 

7A  7 

74 
Zl 

1  ni\n»il  1  i+iiifin  T  TC  XTV 

Leonard  Litwin  us,  JN  Y 

1.1 

4  A4>l 

1U14 

Liu  Hanyuan  China* 

4  A 

l.U 

4  AC? 

Liu  Ming  Chung  Brazil 

4  O 
1.3 

cc? 
D3Z 

Liu  Yonghao  China 

7  7 
L.I 

4Zo 

Liu  Yongxing  China 

4  Q 

1.3 

cc? 
D3Z 

Vincent  Lo  Hong  Kong 

7  e 
Z.3 

>1C? 
4bZ 

Friedhelm  Loh  Germany 

4  A 

1.0 

4  AC? 

Jose  Manuel  Loureda  Spain 

1.1 

4  A4/1 

1U14 

Frank  Lowy  &  family  Australia 

A  a 
4.0 

??? 

zzz 

Lu  Guanqiu  China 

2.0 

605 

Lu  Zhiqiang  China* 

3.9 

277 

George  Lucas  US,  CA 

3.9 

277 

Name  Citizenship 


NET  WORTH 
(SBIL) 


Lui  Che  Woo  1  long  Kong 

2.1 

573 

Fredrik  Lundberg  Sweden 

2.4 

503 

M 

Ma  Huateng  <  .hma* 

4  A 
1.4 

o43 

jack  ma  ( ,nina* 

4  4 

1.1 

4A4/I 

1U14 

Alexander  Machkevich  Israel 

3  3 
3.3 

33>l 
334 

v.argin  rviacivniian  jr  us,  min 

A  A 
4.4 

?^C 
Z30 

|„Ln  |\J|  -.rTilt  ill         III  T  TC  CT 

jonn  iviaciviiiian  in  us,  rL 

A  A 
4.4 

?3C 
Z3D 

wniiney  iviacmiiian  us,  min 

A  A 
4.4 

??C 
Z3D 

Margaret  Magerko  US,  PA 

7  A 

z.u 

CAC 
DU3 

Gary  Magness  US,  CO 

4  4 

1.1 

4  A4/I 
1U14 

Iskander  Makhmudov  Russia 

44  Q 

11.3 

C3 
D3 

Vitaly  Malkin  Russia* 

1  A 

l.U 

1AC? 
1UOZ 

Vijay  Mallya  India 

4  7 
l.Z 

OC? 

3bZ 

1  r\  1, .-,  T\fl  ,  1 i, T  TC  I'M 

jonn  iviaione  us,  lu 

7  7 
Z.Z 

333 

iviary  iviaione  us,  pa 

7  7 
Z.Z 

333 

Alexander  Mamut  Russia* 

4  ? 
l.Z 

QC? 

30Z 

siepnen  rvianaei  us, li* 

1  n 

l.U 

1  AC? 
1UOZ 

A  If  vr\t\  Mmn  T  TC  \ 

AiTreu  rviann  us,  la 

7  7 
Z.Z 

CC? 
333 

Hugo  Mann  &  family  Germany 

3.U 

jonn  r  lyiannincf  ub,  ma 

4  A 

l.U 

1  AC? 
1UDZ 

Richard  Man 0091  an  US,  MI 

4  A 

l.U 

iuoz 

Joseph  Mansucto  US,  IL 

1  Q 

1.7 

RC? 
U3Z 

Sergio  Mantegazza  Switzerland 

3  4 

3.1 

?CB 
33o 

Kalanithi  Maran  India 

7  C 
Z.D 

A  AC 

440 

Dernara  iviarcus  Uo,  kjA 

1 .0 

7A? 
/43 

Anne  winaionr  iviarion  u\  i  a 

4  A 

1.4 

fM? 
o43 

Howard  iviarKS  ub,  l^a  « 

4  A 

1.4 

o43 

Irtkn  Marriott  Ir  T  TC   \A  P» 

jonn  ividrnoii  jr  Uj,  jvilj 

4  7 
1./ 

IVI 

nicnara  iviarnoii  uo,  jviu 

4  7 

1./ 

IVI 

uonaiu  iviarron  Uo,  in  y  k 

i  n 

l.U 

IUOZ 

rorresi  mars  jr  ub,  va 

A  A  A 

14.U 

AC 
40 

Jacqueline  Mars  US,  NJ 

1/1  A 
14.U 

40 

|ALH  l\  /I  -»»■«-  T  TC    \'  \ 

jonn  iviars  Uo,  va 

1/1  A 
14.U 

AC 
40 

oaroara  nan  iviarsnaii  ub,  mu* 

4  A 

l.U 

iuoz 

i  nomas  marsico  Ub,  tu* 

4  c 

1.3 

7QC 
/OS 

Dietrich  Mateschitz  Austria 

a  n 

4.U 

ten 

ZDU 

Liayron  iviainne  Ub,  uh 

7  4 

Z.l 

C7? 
3/3 

Eliodoro  Matte  &  family  Chile 

7  Q 

l.y 

117 

11/ 

1   1  AiKini  IV/latfe  I  TC  TV 

l  Lowry  iviays  u\  ia 

1  n 

l.U 

inc? 

IUOZ 

Wallace  McCain  Canada 

3  4 

3.1 

?CSl 
33o 

Lraig  ivicv_aw  u\  wa 

7  c 
Z.3 

4DZ 

Auorey  mcLiencion  Ub,  UK 

7  ft 
Z.O 

d1? 
41 Z 

Billy  Joe  (Red)  McCombs  US,  TX 

1.5 

785 

Patrick  McGovern  US,  NH 

4.7 

214 

Robert  McLane  Jr  US,  TX 

1.4 

843 

Robert  McNair  US,  TX 

1.7 

707 

FGH  Meijer  &  fam  US,  MI* 

2.0 

605 

Andrey  Melnichenko  Russia 

6.2 

158 

John  Menard  Jr  US,  WI 

7.3 

127 

Lorenzo  Mendoza  &  fam  Venezuela 

5.0 

203 

PNC  Menon  Oman 

1.3 

897 

NET  WORTH 

Name  Citizenship  (sbil) 

Rar 

Rosalia  Mera  Spain 

3.0 

Sbi 

Adolf  Merckle  Germany 

HA 

Alain  Merieux  &  family  I  rante 

2.8 

41 4 

Miao  Liansheng  China* 

l.Z 

90j 

uary  ivncneison  us,  (  a 

1  C 

Najib  Mikati  Lebanon 

Z.o 

441 

Taha  Mikati  Lebanon 

Z.o 

441 

Leonid  Mikhelson  Russia 

4./ 

14i 

Zl< 

Masahiro  Miki  Japan* 

l.o 

0/. 

Hiroshi  Mikitani  |apan 

Z.O 

AAi 
441 

Arnon  Milchan  Israel 

3-1 

331 

1  mafAll  Mjll/an  I  TC    /  '  \  -X- 

Loweii  ivuiKen  us,  la* 

l.U 

1  ft 

101 

micnaei  iviiiKen  us,  l,a 

AC 

4b. 

Robert  Miller  Canada 

3.Z 

t/ii 

Koger  Milliken  \  S,  S( 

1.0 

t 

n-,.il   RJI.Ir^A.H    D    X^m*!I..  T  TC  MV 

Paul  Milstein  &  tamily  US,  Ni 

A  C 

4.5 

H 

... 
ZZ* 

Pallonji  Mistry  Ireland 

3.0 

ZU; 

ueorge  iviitcneii  us,  ia 

3.Z 

54! 

Lakshmi  Mittal  India 

43. U 

4 

sunn  iviittai  &  Tamuy  India 

ll.o 

04 

Reinhard  Mohn  &  family  Germany 

O./ 

IA' 
104 

Andrei  Molchanov  Russia* 

•l.U 

zot 

1  A/ 1 1 1  ■  -, m  H A n n r ri |-  T  TC  TV 

winiam  moncneT  jr  us,  i  a 

4  C 
1.3 

/o. 

uoraon  ivioore  us,  la 

701 
Zot 

Alexei  Mordashov  Russia 

"74  1 

Zl.Z 

4Q 

lo 

Arturo  ivioreno  us,  az, 

4  ") 

l.Z 

Mario  Moretti  Polegato  Italy 

7  Q 

Z.7 

37V 

1  „L.,   Un.n.irlnA  T  TC  1 — '  A 

jonn  iviorgriuge  us,  la 

4  £ 
1.0 

/4: 

Akira  Mori  &  family  Japan 

/3 

4  7/ 
IZ* 

Minoru  Mori  &  family  Japan 

4  A 

l.U 

4  Al 

i  - 

micnaei  ivioriTz  us,  ua* 

4  ? 

1-3 

QQ- 
07i 

Kenneth  Morrison  United  Kingdom 

1.0 

7^4 

Vadim  Moshkovich  Russia* 

4  A 

l.U 

4  Ai 
101 

Patrice  Motsepe  South  Africa*/ 

Z.4 

cn; 

f~  L.     f  1  n  r-  Ail  ■  ir,  r.  r>  *  T  TC    /  '  A 

Lnaries  Munger  us,  LA 

Z.4 

3U; 

D  i  ■  n  r\  ^4  n^i  irrlnz-l,  FTC  XTV 

Kupert  iviuruocn  us,  in  i 

o.3 

1  AS 

10: 

David  Murdock  US,  CA 

4.7 

21 

NR  Narayana  Murthy  India 

1.4 

34 

N 

Shiv  Nadar  India 

3.9 

271 

Shigenobu  Nagamori  Japan 

1.4 

843 

Robert  Naify  US,  CA 

1.3 

89; 

Marc  Nathanson  US,  CA* 

1.1 

101 

Kerr  Neilson  Australia* 

2.0 

603 

Marilyn  C  Nelson  &  fam  US,  MN 

2.2 

553 

Donald  Newhouse  US,  M 

8.5 

104 

Samuel  Newhouse  Jr  US,  NY 

8.5 

10-i 

Ng  Teng  Fong  Singapore 

7.0 

13; 

Henry  Nicholas  III  US,  CA 

1.8 

671 

Peter  Nicholas  US,  MA 

1.1 

101 

Nandan  Nilekani  India 

1.1 

101 

Maria  Noseda  Zambra  <  Ink  * 

1.0 

106 

Michael  Novogratz  US,  NY 

1.2 

962 

154      FORBES      MARCH  24,  2008 


*  NEW  THIS  YE/ 


BILLIONAIRES 


NET  WORTH 

Name  Citizenship  (Sbil) 

Rank 

o 

l/Clllj  yj  P!  ICII  i  1  I.  i  <.  1 1 1 1 J 

2.2 

553 

Anthnnv  O'RpiIIv  Irvl  \nt\ 
miiini/iiy  \j  nciiiy  11  v  mi  iu 

1.8 

677 

Marvin  1  Datpc  &  fam  I  )S  CA* 

IVIdlVIII  i-  v/tJ  1 1;  !>  Of  ICII1I   k     i,  V    .  \  w 

1.0 

1062 

Vskns  Ohproi  hnli  i 

1.7 

707 

Axel  Oberwelland  Germany 

2.9 

396 

Daniel  Och  US,  NY* 

3.6 

296 

Sammy  Ofer  &  family  Israel 

6.7 

140 

Kazuo  Okada  &  family  Japan 

2.1 

573 

Igor  Olenicoff  US,  CA 

1.6 

743 

Rubens  Ometto  Silveira  Mello  Brazil  1.0 

1062 

Pierre  Omidyar  US,  NV 

7.7 

120 

Nicky  Oppenheimer  &  fam  S  Africa  5.7 

173 

Dwight  Opperman  US,  MN 

1.1 

1014 

Or  Wai  Sheun  Hong  Kong 

2.0 

605 

Amancio  Ortega  Spain 

20.2 

22 

Michael  Otto  &  family  Germany 

18.2 

34 

Tuncay  Ozilhan  Turkey 

1.9 

652 

Ahsen  Ozokur  Turkey* 

1.2 

962 

Husnu  Ozyegin  Turkey 

4.0 

260 

P 

James  Packer  Australia 

5.7 

173 

Larry  Page  US,  CA 

18.6 

33 

G  Panayotides  &  fam  Greece* 

1.3 

897 

Blair  Parry-Okedon  US* 

6.3 

154 

Lynne  Pasculano  &  family  US,  NY*  1.0 

1062 

Dinu  Patriciu  Romania* 

2.5 

462 

Jim  Pattison  Canada 

5.5 

178 

John  Paulson  US,  NY* 

3.0 

368 

Richard  Peery  US,  CA 

1.6 

743 

Nelson  Peltz  US,  NY 

1.3 

897 

Xiaofeng  Peng  China* 

2.5 

462 

Roger  Penske  US,  MI 

2.7 

428 

Ronald  Perelman  US,  NY 

9.5 

87 

A  Jerrold  Perenchio  US,  CA 

3.1 

358 

G  Perez  Companc  &  fam  Arg 

2.1 

573 

Florentino  Perez  Spain 

1.8 

677 

Jorge  Perez  US,  FL 

1.5 

785 

Henry  Ross  Perot  US,  TX 

4.3 

247 

Stanley  Perron  Australia 

1.8 

677 

Richard  Perry  US,  NY* 

1.2 

962 

Liselott  Persson  Sweden 

2.0 

605 

Stefan  Persson  Sweden 

17.7 

35 

Stefano  Pessina  Italv 

2.3 

524 

Peter  Peterson  US,  NY* 

2.0 

605 

Sergei  Petrov  Russia* 

1.7 

707 

Jorgen  Philip-Sorensen  Sweden 

1.0 

1062 

T  Boone  Pickens  US,  TX 

3.0 

368 

Marion  MacMillan  Pictet  l  S 

4.4 

236 

Francois  Pinault  &  family  France 

16.9 

39 

156 
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NET  WORTH 

Name  Citizenship  (sbil) 

Rank 

X/irtnr  Pinrhnlr  I  fkninp 

VILIUI    rlllUlUK  <    r  IJIIH 

tUJ 

*sf»h Action  Pinora  i  InL 

JLUd^lKlll  rllltrld  'III!1 

1 .3 

OQ7 

Kirill  Pica  row  Uncci-a-V*- 

0. 1 

IDU 

H^CCO  Plp»ttnor  ( '.prminv 

nassiF  ricmnci  viciiiuiiiy 

■>  d 

lOQ 
1  O  J 

Cat\  PnhlaH  I  N  MM 
^cii  i  ruiiiau  \Jci,  iviin 

3.  1 

J  JO 

CtPrripi  Pnlnncl/u  Piiccii^ 
jtriyei  rUIUIlbKy  KUSSldw 

1  5 

Alpv^nrlor  Pnnnm ^ronLn  i  ■ , , .  , 
HlcAallULI  rUIIUIIIultrllKU  KUSMd w 

1  d 

C urnc  Pnnn aumlta  1,1, 1  ■  , 
\_yi  ub  r UviiidWdiid  muid 

■J  c 

3U/ 

*>prin-*i  PAnnif  r. 
jciijci  rupuv  1,1., 

fi  d 

1  MIC  Prtrtllln  'vniin 
LUIS  rUlllllU     J1  : 

1  7 

1 .4. 

V/t^Himir  PntAnin  Unccia 
viduiiim  ruidiim  iwi  iMd 

14  1 

£.  J 

Rirh^rH  Pratt  \    .  .  1  ■  1  ■  -. 
nimaiu  ridii  .  \ .  1  >i  1 . 1 1  1.1 

7  1 

A7im  Pre mii  Iii.li  1 
t-\ctm  riciiiji  niuid 

1?  7 

fin 

Mirhaol  Priro  I  K  MI 

1  7 
l.# 

ivi 

HiHipr  Prim  at  1  1   ■ 

L/IUICI    rilllldl   I  1  JIM.  i 

Anthnnv  Prit7kpr  1  's  CA 

/Aimiuiiy  n  ii£nci  uc*,  v . / \ 

7  d 

JVJ 

D^nipl  Prit7kpr  I  N  CA 
Udillcl  rilltivei  Uo,VjA 

7  d 

CM 

JamAc  Prit7rVpr  I  \  IT 

7  d 

lav  Rohprt  MRi  Prit7kpr  IN  TT 

joy  nuuci  i  \J 0/  ill  i£i\ci  \j  oy  il 

7  d 

JvJ 

Jpan  ifiini)  Prit7kpr  I  IS  TT 
Jcdii  yvjiyi/  riii£ivci  uj,  11 

7  d 

JVJ 

John  Prit7lcpr  IP  CA 

JUIIII  rllL£IVd    \J  O,  \^r\ 

7  ■» 

£.3 

J&1 

Karpn  Prit7lcpr  I  IS  (  i 

i\ cj  1  cri  l  riii£ivci   >     1   1  1 

2.4 

JVJ 

1  in  Ha  Prit7lfpr  T  \  Mi 

7  d 

JVJ 

Nicholas  Prit?kpr  II  I  K  II 

ivilliuidj  riiitivtri  II  UJ|  IL. 

7  1 

j  /  j 

Ppnnv  Prit7kpr  I  \  IT 

rfcrllliy  rl  IIlRCI    1     },  II 

7  c 

Thnmac  Pritrlrer  T  IS  TT 

IIILFIIIdD  rlll£IVCI    *    _>,  11 

7  7 

Mikhail  PrniVhnrov  Rnccin 
ivimiidii  nuniiuiuv  rvusMd 

14  5 

17.3 

it 

Sergei  Pugachev  Russia* 

2.0 

605 

Dmitry  Pumpyansky  Russia 

6.0 

164 

Q 

Johanna  Quandt  Germany 

6.0 

164 

Stefan  Quandt  Germany 

6.8 

137 

Quek  Leng  Chan  Malaysia 

2.3 

524 

Sean  Quinn  &  family  Ireland 

6.0 

164 

R 

Ernest  Rady  US,  CA 

1.6 

743 

Chandru  Raheja  India* 

3.0 

368 

Rajan  Raheja  India* 

2.1 

573 

Megdet  Rahimkulov  &  fam  Russia*  1.1 

1014 

Stewart  Rahr  US,  NY 

1.8 

677 

Richard  Rainwater  US,  TX 

3.0 

368 

Mitchell  Rales  US,  DC 

2.8 

412 

Steven  Rales  US,  DC 

2.6 

446 

GM  Rao  India 

5.2 

198 

Viktor  Rashnikov  Russia 

10.4 

73 

James  Ratcliffe  United  Kingdom 

1.5 

785 

Birgit  Rausing  8t  family  Sweden 

14.0 

46 

Hans  Rausing  Sweden 

10.0 

77 

Paul  Raymond  United  Kingdom 

1.1 

1014 

GV  Krishna  Reddy  India*  1.5 
Sumner  Redstone  US,  CA  6.8 


Trevor  Rees-Jones  US,  TX 


Elizabeth  Ann  Hall  Reid  US,  TX*  1.0  ' 

Ira  Rennert  US,  NY  3.5  30] 

David  &  Simon  Reuben  UK  5.5  17] 

David  Rich  US,  MS*  1.5  78 

Marc  Rich  US  1.5  78 


Robert  Rich  Jr  US,  FL 


2.5  46 


J  Joseph  Ricketts  US,  WY  1.2  96 

Clayton  Riddell  Canada  1.3  89 


Hans  Riegel  Germany 


1.9  65 


Paul  Riegel  Germany 


1.9  65 


Gina  Rinehart  Australia 


2.4  50 


Leandro  Rizzuto  US,  WY* 


1.4  84 


George  Roberts  US,  CA 


5.5 


Julian  Robertson  Jr  US,  NY 


1.3  89) 


Arthur  Rock  US,  CA 


1.1  10 


David  Rockefeller  Sr  US,  NY 


2.7  42) 


Andrei  Rogachev  Russia* 
Edward  Rogers  Canada 
Kjell  Inge  Rokke  Norway 


1.5  78! 


5.7  173 


2.9 


Barry  Rosenstein  US,  NY* 


1.3  89 


Edward  Roski  Jr  US,  CA 


2.3  524 


David  Ross  United  Kingdom*  1.4  84) 

Stephen  Ross  US,  NY  4.5  22? 


Wilbur  Ross  Jr  US,  FL 


1.7  701 


Steven  Roth  US,  NY 


1.3  89 


Marc  Rowan  US,  NY* 


1.5  781 


Joanne  (JK)  Rowling  UK 


1.0  101 


Robert  Rowling  US,  TX 


6.2  151 


David  Rubenstein  US,  MD* 


2.5  463 


Phillip  Ruffin  US,  KS 


2.1  57} 


Shashi  &  Ravi  Ruia  India 


15.0  43 


Johann  Rupert  &  fam  South  Africa   3.8  284 


Patrick  Ryan  US,  IL 


1.4  84! 


Dmitry  Rybolovlev  Russia 


12.8  59 


Isaac  Saba  Raffoul  &  fam  Mexico    2.1  57 


Haim  Saban  US,  CA 


3.4  323 


Serra  Sabanci  Turkey* 


1.1  101 


Sevket  Sabanci  Turke\ 


1.2  963 


Yalcin  Sabanci  Turkey 


1.0  10* 


Hasib  Sabbagh  Lebanon*  1.0  10« 

Joseph  Safra  Brazil  8.8  101 


Lily  Safra  Monaco 


1.0  10* 


Moise  Safra  Brazil 


2.8  413 


Deniz  Sahenk  Turkey* 


1.0  104 


Ferit  Sahenk  Turkey 


2.1  573 


Filiz  Sahenk  Turkey 


1.8  67 


David  Sainsbury  United  Kingdom     1.7  70i 


Nobutada  Saji  &  family  Japan 


4.5  223 


*  NEW  THIS  YE. 
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/OJ 
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DO 
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4.0 

260 

onh^n  Crhmirlhotnu  QtAri+TArliin/l 
cUiidii  juiiiiimitrii  ly  ^>wi izci Jdl iu 

3.7 

TOO 
£00 
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1.7 

707 

armnnn  Crhn^irtol  ( »*=»rm am; 
clllidim  juiiidutri  vjci  many 

2.5 

dfi2 
tut 

Jlldlvl  jv.li! itriutri  uo,  vv  i 

3  0 

368 

rtnilss  Qrhnollor  (  ,,>t  in  inv 
Ulliivd  JUlviciici  vjciiiiciiiy 

1.3 

897 

O  J# 

of  an        hrtrn  hi  ihor  P^rmamr 

cidii  JV.UUI yiiuuei  vjci nidiiy 

3.5 

307 

all/or  Qfhrtrlinn  S\*r^»i^»3n^ 
trllvcl  JV.IIUI  HUM  oWcticllJ* 

1.6 

743 

rnnn  ^rhrnrlpr  R*  f jam  I  k' 
uiiu  jv.hi  vivid  of  idin  i  i\ 

2.5 

462 

LlldlU  3V.IIUI&C  KJOy  IVliN 

3  6 

296 

■nn  Qrhnctorman  I  'S  ( "ik'  + 

nn  jtnuaitfi  man  uo,  uivx 

2  5 

dfi7 

lallcb  jtllwdU  uj,  1  \ 

177 
i  #  # 

onhon  Cr~liiAir4r7mr)n  T  Is"  KP/ 
.cijiicii  3v.il Wdi ftinail  ■      in  i 

6.5 

145 

alltfl  JlUU  Jf  Uo,  INC 

1  fi 

7d1 

1.2 

9fi2 

iidivJiy  jcuynii  rvussu 

1.8 

677 

yncbn  jiidn  iiiqiuk 

1 1 

101d 

nip  jndnijnvi  incia 

i  0 

2fi0 

dvlU  jlldW  Uj,  IN  I 

2  5 

dfi2 
tot 

inn  UUanrnnn  I  'Km  i-V 

ien  vvenrony  Lninaw 

1.6 

743 

rrndiu  ^Ddiry/  snisrniafi  v^aiuiuct 

33d 
j  j** 

ii  V117I111  /  I-.  1  t-\  ) 
II  TU£IIU  v,IHIMw 

2.8 

412 

11  7honnronn  Ancrrili'i 
11  t-i itriiy  1  vji ly  /\UMidiui 

2.9 

396 

rlnarH  Chifrin  T  Tnit*»rl  \C\r\nAi\m 
JUdltl  3IIIIIIII  v   1 1 1  K  1 1  JXlIlgUUIIl 

2.2 

553 

dbumilbll  jmyeid  )dpan 

1  ■£ 

9fi2 

run  uony-Din  >ouin  tvorea 

1  9 

1 .7 

lin  Dong-Joo  South  Korea 

1.8 

677 

lexander  Shnaider  Canada 

2.2 

553 

falter  Shorenstein  &  fam  US,  CA*  1.3 

897 

avitark  Ram  Shriram  US,  CA 

1.8 

677 

vgeny  (Eugene)  Shvidler  US 

3.3 

334 

NET  WORTH 

Name  Citizenship  (Sbil) 

Rank  I 

Carlos  Alberto  Sicupira  Brazil 

Z.j 

524 

i  nomas  jieoei  us,  c  a 

1.9 

652 

neroen  jiegei  U5>,  ny 

I.J 

897 

UsrnM  CimmAHr  T  TC  TV 

naroiu  jimmons  Ub,  1a 

c  a 

136 

Uarkart  CintAH  I  re  t\t 

neiDen  jimon  u\  in 

1.3 

t  c 
/.b 

446 

lamac  Cim/tnc  T  TC    \*  \ 
Jallic)  JimonS  Uj,  IN  I 

c  c 
J.J 

1  to 

i.nanes  jimonyi  Uo,  wa 

1.1 

i0i4 

John  Simplot  &  family  US,  ID 

3.8 

284 

KP  Singh  India 

30.0 

o 
o 

Malvinder  &  Shivinder  Singh  India  2.5 

najenara  bmgn  us,  VA+ 

1.2 

Charoen  Sirivadhanabhakdi  Thai 

3.5 

3117 

Martua  Sitorus  Indonesia* 

1.9 

obz 

Andrei  Skoch  Russia 

3.3 

Ji4 

jenrey  >kom  (  anaua 

3.o 

Z3b 

Alexander  Skorobogatko  Russia* 

4 

1.4 

Carlos  Slim  Helii  &  family  Mexico 

ou.o 

2 

rreaencK  smitn  us,  IN 

Z.Q 

CAC 

bUj 

O  Bruton  smith  us,  NC 

4  *9 
l.Z 

Sbz 

nnni/,1  C  nurlnr  T  TC     \  1  T  ^  1 

Daniel  snyaer  us,  mu* 

4  "3 
1.5 

COT 
03/ 

|„Ln  Cnkr^tA   O    f -.milti  T  TC    /  '  \ 

Jonn  boorato  et  Tamuy  US,  CA 

i.O 

Z3b 

Helmut  Sohmen  Austria* 

*)  4 

9/3 

Cknlrlnn  Cnlnm  TTC    \ ' V 

bneiaon  boiow  us,  ny 

Z.U 

bUb 

Michal  Solo  wow  I'oland 

4  O 

1.9 

bbZ 

Masayoshi  Son  )apan 

C  4 

J- 1 

ZUl 

Peter  Sondakh  Indonesia* 

4  1 

l.Z 

SbZ 

Ralph  Sonnenberg  Netherlands* 

4  0 

l.O 

b// 

ratricK  joon-jniong  us,  l,a 

J.J 

3n7 

jU/ 

George  Soros  US,  NY 

q  n 

07 

j/ 

Clemmie  bpangler  Jr  US,  NC 

Z.D 

44b 

Alexander  bpanos  <4  tarn  us,  (  A 

4  4 

1.1 

mid 

IU  14 

Michael  Spencer  United  Kingdom* 

4  4 

1.1 

1U14 

John  bperling  L  s,  A/ 

4  1 

7H7 

reter  bperling  l  s,  az 

4  7 
1./ 

/u/ 

Jerry  bpeyer  us,  NY* 

z.u 

enc 

OUj 

Steven  bpielberg  US,  CA 

3.U 

ICR 
jbo 

Friede  Springer  Germany 

Z.4 

jUj 

R  Allen  Stanford  US,  VI* 

Z.U 

bus 

Joseph  Steinberg  Ub,  NY* 

4  c 

1.3 

7RC 

/OJ 

George  Stembrenner  III  US,  t-L* 

4  2 

1.3 

RQ7 

OJ/ 

Dorothea  Steinbruch  &  fam  Brazil 

6.1 

tun 
ibu 

Eliezer  Steinbruch  &  fam  Brazil 

4.0 

zbu 

Beny  Steinmetz  Israel 

3.6 

7QC 

Ernest  Stempei  US 

1.3 

RQ7 

OJ/ 

Leonard  Stern  US,  NY 

4.1 

71fi 
Z  JO 

Thomas  Steyer  US,  CA* 

1.2 

QR7 
jDZ 

Kerry  Stokes  Australia 

1.5 

/OJ 

Thomas  Straumann  Switzerland* 

1.4 

OA? 

043 

Sylvia  Stroher  ( iermany 

2.3 

17/1 
jZ4 

Andreas  Striingmann  Germany 

4.7 

71d 

Thomas  Striingmann  c  iermany 

4.7 

714 

Jon  Stryker  US,  MI 

2.1 

573 

Pat  Stryker  US,  CO 

1.9 

652 

Ronda  Stryker  US,  MI 

3.0 

368 
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NET  WORTH 

Name  Citizenship  (sbid 

Rank 

Nurzhan  Subkhanberdin  Kazakhstan  1.8 

677 

Suh  Kyung-Bae  South  Korea 

1.0 

1062 

David  Sun  US,  CA  * 

2.5 

462 

Sun  Guangxin  China* 

1.0 

1062 

Alexander  Svetakov  Russia* 

1.5 

785 

Henry  Swieca  US,  NY* 

1.3 

897 

Henry  Sy  &  family  Philippines 

1.4 

843 

T 

Katsumi  Tada  Japan* 

1.8 

677 

Toichi  Takenaka  )apan 

2.1 

573 

Takemitsu  Takizaki  Japan 

2.7 

428 

Lucio  Tan  &  family  Philippines 

1.5 

785 

Tang  Yiu  &  family  Hong  Kong* 

2.5 

462 

Sukanto  TanotO  Indonesia* 

3.8 

284 

Girish  Tanti  India* 

1.3 

897 

Jitendra  Tanti  India* 

1.3 

897 

Tulsi  Tanti  India 

3.0 

368 

Vinod  Tanti  India* 

1.2 

962 

Mehmet  Sinan  Tara  Turkey 

1.9 

652 

Sarik  Tara  Turkey 

4.1 

256 

Roustam  Tariko  Russia 

3.5 

307 

Serhiy  Taruta  Ukraine 

2.7 

428 

A  Alfred  Taubman  US,  Ml 

1.7 

707 

Glen  Taylor  US,  MN 

2.7 

428 

Jack  Taylor  &  family  US,  MO 

14.0 

46 

Phyllis  Taylor  US,  LA 

1.6 

743 

Joyce  Raley  Teel  US,  CA 

1.2 

962 

Teh  Hong  Piow  Malaysia 

3.3 

334 

Marcel  Herrmann  Telles  Brazil 

2.5 

462 

David  Tepper  US,  N[ 

2.0 

605 

Gautam  Thapar  India* 

1.4 

843 

Peter  Thiel  US,  CA* 

1.2 

962 

Jim  Thompson  US* 

1.0 

1062 

David  Thomson  &  family  Canada 

18.9 

31 

Olav  Thon  Norway 

3.0 

368 

Oakleigh  Thorne  US,  NY* 

1.1 

1014 

Gennady  Timchenlk  Russia* 

2.5 

462 

Tiong  Hiew  King  Malaysia 

1.1 

1014 

Ion  Tiriac  Romania 

1.2 

962 

Joan  Tisch  US,  NY 

4.0 

260 

Wilma  Tisch  US,  NY 

2.5 

462 

Harry  Triguboff  Australia 

2.7 

428 

Kenny  Troutt  US,  TX 

1.3 

897 

Donald  Trump  US,  NY 

3.0 

368 

Tsai  Eng  Meng  Taiwan 

1.6 

743 

Tsai  Hong-tu  &  family  Taiwan 

7.7 

120 

Tsai  Wan-Tsai  &  family  Taiwan 

4.3 

247 

Klaus  Tschira  Germany 

3.2 

349 

Yitzhak  Tshuva  Israel 

3.5 

307 

Nikolai  Tsvetkov  Russia 

8.0 

113 

JohnTu  US.CA* 

2.5 

462 

Robert  E  (Ted)  Turner  US,  FI 

2.3 

524 
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Name  Citizenship  (Sbil) 

Rank 

u 

Steven  Udvar-Hazy  US,  CA 

3.7 

288 

Albert  Ueltschi  US,  FL 

2.3 

524 

Murat  Ulker  Turkey 

1,5 

785 

Peter  Unger  Germany 

1.6 

743 

Alisher  Usmanov  Russia 

9.3 

91 

Bulat  Utemuratov  Kazakhstan* 

1.0 

1062 

V 

Hope  Hill  van  Beuren  US.  RI 

1.3 

897 

Joop  van  den  Ende  Netherlands 

1.4 

843 

Ruben  Vardanian  Russia* 

1.3 

897 

Murat  Vargi  Turkey 

1.6 

743 

Viktor  Vekselberg  Russia 

11.2 

67 

Sergei  Veremeenko  Russia* 

1.4 

843 

Eugen  Viehof  &  family  Germany 

2A 

503 

Martin  Viessmann  Germany 

2.0 

605 

Andreas  von  Bechtolsheim  Germany  2.0 

605 

August  von  Finck  Germany 

9.2 

94 

Dieter  von  Holtzbrinck  Germany 

1.3 

897 

Stefan  von  Holtzbrinck  Germany 

1.3 

897 

Albert  von  Thurn  und  Taxis  Germany  2.3 

524 

w 

Rakesh  Wadhawan  &  family  India*  2.7 

428 

Todd  Wagner  US,  TX 

1.5 

785 

Norman  Waitt  Jr  US,  SD 

1.1 

1014 

Theodore  Waitt  US,  CA 

1.5 

785 

Alice  Walton  US,  TX 

19.0 

29 

Christy  Walton  &  family  US,  WY 

19.2 

26 

Jim  Walton  US,  AR 

19.2 

26 

S  Robson  Walton  US,  AR 

19.2 

26 

Roger  Wang  US 

1.6 

743 

YC  Wang  &  family  Taiwan 

5.5 

178 

Tom  Ward  US,  OK 

2.8 

412 

Ty  Warner  US,  IL 

4.1 

256 

Dennis  Washington  US,  MT 

3.4 

327 

Edward  Watkins  Jr  US,  MA* 

1.0 

1062 

Charlotte  Colket  Weber  US,  FL 

1.3 

897 

Wee  Cho  Yaw  &  family  Singapore 

2.9 

396 

Sanford  Weill  US,  NY 

1.4 

843 

Jan  Wejchert  Poland 

1.3 

897 

Alain  8t  Gerard  Wertheimer  France  12.9 

58 

Stef  Wertheimer  &  family  Israel 

4.6 

222 

Alfred  West  Jr  US,  PA 

1.1 

1014 

Gary  West  US,  NE 

1.1 

1014 

Mary  West  US,  NE 

1.1 

1014 

Galen  Weston  &  family  C  anada 

7.0 

132 

Leslie  Wexner  US,  OH 

2.6 

446 

NET  WORTH     „  } 

Name  Citizenship 

(sbil)  Ra| 

Dean  White  US,  IN 


Margaret  Whitman  US,  CA 


1.8 


1.3 


John  Whittaker  United  Kingdom  2.5 


Arthur  Williams  Jr  US,  FL 


Arne  Wilhelmsen  &  family  Norway  1.6  74 


1.4  84 


Oprah  Winfrey  US,  II 

2.5 

46 

Karl  Wlaschek  Austria 

4.9 

21 

Wong  Kwong  Yu  China 

3.5 

30 

Peter  Woo  &  family  I  long  Kong 

44 

23 

William  Wrigley  Jr  US,  IL 

2.0 

6a 

Gordon  Wu  Hong  Kong* 

1.0 

10 

Reinhold  Wurth  Germany 

7.7 

1; 

Samuel  Wyly  US,  TX 

1.2 

Stephen  Wynn  US,  NV 

3.9 

2; 

Hansjorg  Wyss  Switzerland* 

6.0 

16- 

X 

Xian  Yang  China* 

1.6 

74 

Xu  Jiayin  China 

1.2 

96. 

Y 

Igor  Yakovlev  Russia 

1.8 

Faruk  Yalcin  Turkey 

1.7 

70: 

Hiroshi  Yamauchi  Japan 

6.4 

14! 

Tadashi  Yanai  &  family  Japan 

3.6 

291 

Yang  Erzhu  China* 

1.3 

891 

Yang  Huiyan  China* 

7.4 

1 25 

Jerry  Yang  US,  CA 

2.3 

524 

Kamil  Yazici  Turkey 

1.8 

671 

Yeoh  Tiong  Lay  8t  family  Malaysia 

2.1 

573 

Vladimir  Yevtushenkov  Russia 

10.0 

77 

Michael  Ying  Hong  Kong 

3.2 

349 

Chaleo  Yoovidhya  Thailand 

4.0 

26C 

Tadahiro  Yoshida  8t  family  Japan 

1.3 

897 

Larry  Yung  Hong  Kong 

3.0 

368 

Gavril  Yushvaev  Russia* 

1.1 

101 

z 

Romain  Zaleski  France 

2.7 

428 

Lorenzo  Zambrano  8i  fam  Mexico 

1.5 

785 

Dmitry  Zelenov  Russia* 

1.4 

843 

Samuel  Zell  US,  IL 

6.0 

164 

Zhang  Cheng  Fei  China 

1.3 

897 

Zhang  Guiping  &  family  China* 

1.6 

743 

Zhang  Jindong  China 

4.5 

227 

Zhang  Keqiang  China* 

1.5 

785 

Zhang  Li  China 

3.1 

358 

Zhang  Xin  8t  family  China* 

3.0 

368 

*  NEW  THIS  YE£ 


It  can  shape  mountains. 
It  can  move  oceans. 
Now  the  wind  can  even 
heat  up  your  toaster. 


Together,  all  the  GE  Energy  wind  turbines 
prld  could  produce  enough  power 
nllion  US  homes.  Something  maybe 
about  over  your  next  round  of  toast, 
another  example  of  our  blueprint 
etter  world. 


magination  at  work 


ecomagination.com 


BILLIONAIRES 


Name  Citizenship 

NET  WORTH 
(SBIU 

Rank 

Zhang  Zhixiang  China* 

1.1 

1014 

Kostyantin  Zhevago  Ukraine 

3.4 

327 

Zhong  Sheng  Jian  Singapore- 

2.3 

524 

Yuri  Zhukov  Russia* 

6.1 

160 

Daniel  Ziff  US,  NY 

3.5 

307 

Name  Citizenship 

NET  WORTH 
(SBIL) 

Rank 

\  Name  Citizenship 

NET  WORTH 
(SBIL) 

Ra 

Dirk  Ziff  US,  NY 

3.5 

307 

Jerry  Zucker  US,  S( 

1.2 

96 

Robert  Ziff  US,  NY 

3.5 

307 

Mark  Zuckerberg  US,  CA* 

1.5 

7a 

Zong  Qinghou  China 

1.0 

1062 

Mortimer  Zuckerman  US,  NY 

2.3 

a 

Ahmet  Zorlu  Turkey 

2.3 

524 

Igor  Zyuzin  Russia 

10.0 

77 

Olgun  Zorlu  Turkey 

1.3 

897 

METHODOLOGY 


For  FORBES'  22nd  annual  ranking  of  the  worlds  richest  people  our  reporters  spent  the  better  part  of  a  year  valuing  the 
assets  held  by  1,125  billionaires  and  dozens  more  suspects.  To  gather  information  we  spoke  to  most  of  the  billionaires  or  their 
representatives.  We  combed  through  holdings  of  publicly  traded  companies,  private  investments,  real  estate  and  art  collec- 
tions. Stock  prices  were  calculated  using  market  prices  and  exchange  rates  as  of  market  closings  on  Feb.  11.  Privately  held 
companies  were  valued  by  comparing  revenues  or  profits  (either  estimated  or  company-provided)  with  those  of  publicly 
traded  companies.  In  some  cases  billionaires  provided  audited  financial  statements  of  their  personal  assets,  which  we  then 
verified  to  the  extent  possible.  In  general  we  erred  on  the  conservative  side  in  our  valuations.  Our  rankings  list  individual  for- 
tunes rather  than  those  shared  among  large,  multigenerational  families  such  as  the  Rothschilds.  In  some  cases  we  put  siblings 
together  if  we  didn't  know  how  they  share  their  fortune,  but  we  required  that  they  be  worth  an  average  of  $  1  billion  apiece 
to  make  the  cut.  The  French  brothers  Alain  and  Gerard  Wertheimer,  for  example,  share  (in  unknown  proportions)  owner- 
ship of  luxury  brand  Chanel  and  are  valued  together  at  $12.9  billion.  When  we  learned  specific  details,  as  we  did  this  year 
with  Indonesian  brothers  Budi  and  Michael  Hartono,  we  split  them  into  two  listings.  Fortunes  denoted  with  the  phrase  "and 
family"  refer  to  assets  that  may  be  held  by  a  spouse  and  children,  not  by  extended  family  members. 
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*  NEW  THIS  YEA 


'CALATRAVA  ACCOMPLISHES  WHAT  ONLY  GREAT 
ARCHITECTS  CAN:  HE  CREATES  TRANSCENDENT 
SPACES  THAT  UPLIFT  THE  HUMAN  SPIRIT' 

Time  Magazine 


ne  Chicago  Spire  by  Santiago  Calatrava  is  a  collection  of 
lique  and  extraordinary  condominium  residences, 
le  most  significant  development  in  the  world.  A  Shelbourne 
evelopment.  $750,000  —  $40  million. 


ease  visit  us  at  our  Sales  Center, 
pen  weekdays  10-6.  Weekends  11-5. 


(5)  properties 


The  Chicago  Spire  Sales  Center 
NBC  Tower,  18th  Floor 
455  North  Cityfront  Plaza  Drive 
Chicago,  Illinois  6061 1 
Telephone  +1  312  516  4800 

www.thechicagospire.com 


DAVID  ROSS  LIKES  PRIVACY.  HIS  3,800-ACRE 
country  retreat,  Nevill  Holt  Hall,  sits  alone  atop  a 
hill  90  miles  northwest  of  London  in  the  lush  and 
rolling  Midlands.  Its  only  occupants,  besides  Ross, 
are  a  handful  of  servants.  The  nearest  village  (also 
called  Nevill  Holt)  has  a  population  of  28.  Cell  phone  service 


here  is  spotty — a  bit  of  an  irony  given  that  Ross'  $1.4  billion 
fortune  rests  on  his  having  cofounded  the  Carphone  Warehouse, 
a  retailer  of  mobile  phones. 

Blond  hair,  blue  eyes  and  a  trim  frame  give  Ross,  42,  a  boyish 
appearance — that  is,  if  you  ever  get  to  see  him.  He  rarely  grants 
interviews.  Nor  does  he  readily  permit  his  photograph  to  be  taken. 
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www.norilsknickel.ru 
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hen  it  comes  to  high  technology, 
no  one  is  more  connected  than 
Norilsk  Nickel.  From  the  platinum  used 
in  electronics,  to  the  palladium  used  in 
telecommunications,  metals  mined  by 
Norilsk  Nickel  help  us  all  stay  in  touch. 

With  mines  from  Siberia  to  Montana, 
Norilsk  Nickel  is  a  major  producer 
of  metals  used  by  a  wide  range 
of  industries  around  the  world. 


NORILSK  NICKEL 

A  Global  Leader  in  Metals  Mining 


ForbesLife 
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Why,  then,  does  Ross  invite  300  strangers  every  summer  to 
camp  out  on  his  front  lawn?  "It  would  be  perfectly  legitimate  for 
me  to  shut  the  gates  and  say,  'No,  now  this  is  mine,'"  he  empha- 
sizes. "I  don't  seek  publicity  or  profile,  but  I  am  prepared  to  talk 
on  occasion,  to  further  people's  interest  in  this  project."  The 
project  is  grand  opera. 

For  ten  days  this  summer — as  with  every  summer  for  the 
past  six  years — he  will  invite  opera  lovers  to  hear  performances 
staged  in  a  300-seat  concert  hall  built  from  what  once  had  been 
the  stables  of  his 
estate.  In  partnership 
with  the  Grange  Park 
Opera  company, 
which  also  stages  a 
larger  festival  in 
Hampshire,  Ross  has 
put  on  such  works  as 
The  Marriage  of 
Figaro  and  The  Bar- 
ber of  Seville.  This  year  he  will  be  presenting  Falstajf  as  well  as 
solo  performances  by  world- renowned  baritone  Bryn  Terfel. 

Nor  are  operagoers'  pleasures  confined  to  music.  Their  $90 
tickets  confer  the  right  to  traipse  around  Ross'  gardens  and  to 
picnic  on  his  lawn.  Cheeky  visitors  have  even  been  known  to 
try  to  peek  through  the  windows  of  Ross'  private  quarters.  Ross 
sees  such  intrusions  as  the  price  of  patronage:  "To  the  degree 
that  I  can  help  develop  [opera],  it  is  incumbent  upon  me  to 
do  so." 

His  interest  in  the  art  form  began  in  1999,  when  a  friend 
invited  him  to  Hampshire  to  see  Grange  Park's  production  of  the 
1947  surrealist  opera  The  Breasts  ofTiresias.  It  was  his  first  opera, 
and  he  was  smitten.  "The  setting  and  the  environment,  the  way 
the  thing  was  laid  on — it  just  struck  me  as  a  very  pleasant  way  to 
spend  an  evening,"  he  recalls. 

Says  Wasfi  Kani,  Ross'  friend  and  the  director  of  Grange 
Park,  "I  think  it  touched  his  heart  in  a  way  that  working  14 
hours  a  day  does  not."  Ross,  at  the  time,  was  logging  long  hours 
readying  Carphone  for  its  2000  initial  public  offering.  After 
Breasts  he  became  a  habitual  operagoer,  attending  as  many  as 
five  performances  a  year. 

In  2002  Kani,  having  made  a  success  of  the  opera  in  Hamp- 


shire,  began  looking  for  a  venue  large  enough  to  permit  her  to  da 
likewise  in  the  Midlands.  She  sent  an  e-mail  to  residents  of  thq 
area,  including  Ross,  asking  for  ideas.  "He  e-mailed  me  right 
back  and  said,  'If  you  don't  do  the  opera  at  my  house,  I'll  never 
speak  to  you  again.'  So  I  thought  I'd  better  do  it,"  she  laughs. 

In  its  first  years  Nevill  Holt  staged  La  Boheme  and  Cosi  Tan 
Tutte,  popular  and  safe.  Productions  since  then  have  veered  off  to 
somewhat  more  obscure  selections,  such  as  Gaetano  Donizettis 
The  Elixir  of  Love.  Roderic  Dunnett,  opera  critic  for  the  Indepen 
dent,  thinks  the  company  has  been  improving  steadily.  "It  isi 
putting  virtually  no  foot  wrong  these  days,"  he  says,  "which  wasi 
not  necessarily  the  case  at  the  start." 

Since  2003,  6,000  visitors  have  passed  through  Ross'  front 

gates,  not  all  of 
them  opera  buffs 
Some  have  come 
simply  out  of 
curiosity,  wanting 
to  see  such  a  his 
tone  property. 

Over  the  cen 
turies  Nevill  Holt 
Hall  has  been 
home  to  a  long  line 
of  storied  names  of  the  English  and  American  upper  crusts.  The 
Nevills,  a  family  of  baronets  and  countesses  for  whom  the  estate 
is  named,  lived  here  for  just  under  400  years,  starting  in  the  16th 
century.  In  the  19th  century  the  home  passed  to  shipping 
magnate  Sir  Bache  Cunard,  his  wife,  Maude  Burke,  and  their 
daughter,  Nancy,  famed  muse  to  many  expatriate  American 
literati  of  the  early  20th  century.  During  their  tenure  the  Cunards 
hosted  five  British  prime  ministers.  After  Sir  Bache  and  Burke 
divorced,  the  property  was  sold  in  1914.  During  WWI  it  lay 

fallow,  then  became  a  boys  school 
Nevill  Holt  Hall  (topi  prep-whkh  closed  in  1999 

Its  former  stable  (left)  r  r 

now  hosts  grand  opera,  because  it  couldn't  keep  up  with  operat 
ing  costs.  Ross  bought  it  in  2000. 
Because  of  the  estate's  pedigree,  changes  to  its  structure 
must  be  approved  by  a  historical  society.  While  Ross  awaits  the 
go-ahead  to  make  the  opera  house  more  permanent,  it  remains 
very  much  a  temporary  structure.  The  sound  of  wind  and  rain 
whipping  against  the  tarpaulin-like  covering  on  parts  of  the 
building  punctuates  arias  and  solos. 

Ross  minds  not  at  all.  The  festival  is  purposefully  poky,  not 
meant  to  rival  the  Royal  Opera  House  in  London.  Every  season 
Nevill  Holt  devotes  one  performance  to  young,  untried  singers, 
who  normally  would  have  to  wait  years  to  get  such  a  chance.  The 
result  isn't  entirely  professional.  Says  Ross:  "If  it  became  the 
perfect  experience,  it  wouldn't  be  the  same.  We  have  to  be  careful 
it  doesn't  become  too  slick." 

This  year's  festival  runs  July  11-20.  As  in  past  seasons,  you 
can  probably  find  Ross  participating  unobtrusively,  watching 
many  of  the  performances  from  backstage  or  in  the  wings.  "I 
enjoy  the  people  who  go  and  see  opera,"  he  says.  Even  if  it  all  gets 
a  bit  much?  Well,  "it's  only  ten  days."  F 
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Proven  Success 

SAS  and  Ully 

With  SAS"  software,  we  can  focus  on  regulatory  compliance 
today  -  while  moving  healthcare  forward  for  tomorrow." 

Michael  C.  Heim 

Vice  President,  Information  Technology,  and  Chief  Information  Officer 
Eli  Lilly  and  Company 


Breakers 


FOR  MORE  FINANCIAL  STATS  GO  TO  WWW.FORBES.COM/MAKERS 


Drink  Up 


THE  BRITISH  FIRM  DIAGEO  (85,  DEO)  HAS  A  NAME  THAT  SOUNDS 
like  a  skin  disease  (for  what  it's  worth,  the  etymology  is  Greek 
and  Latin).  But  it  sells  things  that  go  down  very  smoothly:  Tan- 
queray,  Smirnoff,  Guinness  and  Johnnie  Walker,  to  name  a  few. 
Since  its  formation  in  a  1997  merger  of  Guinness  and  Grand- 
Met,  it  has  increased  its  operating  (that  is,  Ebitda)  margin  from  21.7%  to 
32. 1%.  In  the  first  six  months  of  the  current  fiscal  year  earnings  rose  8.9%, 
to  $1.9  billion,  on  $8.5  billion  in  sales. 

Americans  still  thirst  for  high-end  booze,  with  sales  growing  5.6%  last 
year  (at  181.5  million  cases)  in  the  U.S.  Overseas  markets  with  an  expand- 
ing middle  class  also  are  seeing  big  gains.  Sales  of  the  Diageo's  flagship 
scotch  brand,  Johnnie  Walker,  were  up  22%  last  year  in  Southeast  Asia. 
The  company  continues  to  add  brands,  picking  up  wine- 
maker  Rosenblum  Cellars  for  $105  million  in  January 
and  inking  a  $900  million  deal  for  half  ownership  of 
Ketel  One  vodka  in  early  February. 

Ann  H.  Gurkin  of  Davenport  &  Co.  says  Diageo  is 
well  positioned  to  survive  a  recession  and  can  deal  with 
higher  costs  for  grain  and  energy  by  raising  prices.  The  trailing  price/earn- 
ings  ratio  is  18,  compared  with  the  liquor  industry  average  of  21.  The  2.4% 
dividend  yield  makes  a  nice  chaser.  — Zack  O'Malley  Greenburg 


Stock  price 


Storage  of  Value 

The  standard,  baleful  outlook  on  infotech 
companies  is  that  they'll  flag  amid  cor- 
porate belt-tightening.  Maybe  so.  But 
there's  a  good  argument  that  data  storage 
should  be  an  exception  to  the  gloomy 
prognosis. 

Fat  files,  ranging  from  MP3s  to 
PDFs,  are  driving  memory  consumption 
by  consumers  (in  their  entertainment 
devices)  and  commer- 
cial users  (in  their  Web 
servers),  says  Michael  A. 
Church,  portfolio  man- 
ager at  Church  Capital 
Management. 

Church  is  high  on 
storage-meister  EMC 
(16,  EMC),  which  is 
down  from  $25  last  fall. 
Part  of  EMC's  problem  is  its  86%  owner- 
ship of  VMware,  the  newly  public  server- 
software  maker,  off  50%  from  its  high  last 


Stock  price 


October.  But  even  if  VMware's  business 
stumbles  (it  now  furnishes  10%  of  EMC's 
earnings),  revenue  in  EMC's  main  storage 
business  is  up  10%. 

EMC  has  $6.1  billion  in  cash  and 
short-term  investments  (and  only  $3.45 
billion  in  debt)  on  its  balance  sheet. 
Earnings  last  year  were  up  36%,  to  $1.7 
billion,  on  revenue  of  $13.2  billion.  The 
company  trades  at  21  times  trailing 
earnings,  below  the  industry  average 
of  22.  — Carrie  Coolidge 

Rigged  System 

With  oil  bumping  up  against  $100  per 
barrel,  energy  stocks  are  doing  magnifi- 
cently. SMITH  INTERNATIONAL  (65,  Sll),  the 

oil  services  provider,  is  no  exception. 
Over  the  past  12  months  its  shares  have 
shot  up  59%  as  net  income  climbed  29%, 
to  $647  million,  on  sales  of  $8.8  billion. 
This  year  and  next  the  company  is 
expected  to  profit  further  from  hun- 
dreds of  new  rigs  coming  online,  mainly 


in  North  America. 

What  the  market  isn't  factoring  in: 
Delivery  of  these  rigs  has  been  delayed. 
According  to  Smith, 
2008's  first  half  will 
likely  be  the  weakest  in 
rig  count  since  2003.  So 
Smith's  growth  this  year 
will  stall,  says  UBS  ana- 
lyst J.  David  Anderson. 
Another  worry  is  its 
60%  interest  in  the  pri- 
vate M-I  Swaco,  the 
leading  supplier  of 
drilling  fluids,  which  bring  rock  tailings 
to  the  surface.  Anderson  expects  M-I  rev- 
enue to  drop  3%  per  year  through  2010 
because  of  the  rig  delays. 

Smith  will  do  fine  long  term.  But  at 
20  times  earnings,  it  is  pricier  than  the 
average  company  in  its  sector  (14), 
and  that  will  weigh  down  the  stock  this 
year.  Short  it. 

—Alex  Davidson 
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■  Are  your  investments  headed  in  the  right  direction? 
\re  you  sure  about  that? 


Do  you  remember  the  last  time  you  analyzed  your  portfolio?  There  probably  wasn't  a  cloud  in  the  sky.  But  how 
ong  ago  was  it?  Last  month?  Last  quarter?  Last  year?  Maybe  it's  time  to  take  another  look.  Because  investments 
'hat  start  off  in  one  direction  often  end  up  going  in  another.  That's  why  State  Street  created  SPDRs:  Our  ETFs  let 
you  precisely  match  your  investments  to  your  investment  strategy.  Small  Cap.  Mid  Cap.  Large  Cap.  Whatever  the 
market  segment,  you  get  exactly  what's  on  the  label.  Nothing  more.  Nothing  less.  If  you'd  like  a  bird's  eye  view  of 
our  ETFs,  visit  spdretfs.com.  It  could  help  keep  your  investments  from  going  south. 


State  Street 


AMKRICAN 


State  Street  Global  Advisors 

Precise  in  a  world  that  isn't!" 

Before  investing,  consider  the  funds'  investment  objectives,  risks, 
charges  and  expenses.  To  obtain  a  prospectus,  which  contains  this 
and  other  important  information,  call  1 .866.787.2257.  Read  it  carefully. 

ETFs,  such  as  SPDRs!M  MidCap  SPDRs®  and  Diamonds"  trade  like  stocks,  are  subject  to  investment  risk  and  will  fluctuate  in  market  value.  There  is  no  assurance  or 
guarantee  an  ETF  will  meet  its  objective.  SPDR  shares,  MidCap  SPDRs,  and  Diamonds  are  issued  by  SPDR  Trust,  MidCap  SPDR  Trust,  and  Diamonds  Trust  respectively. 
The  "SPDR"  trademark  is  used  under  license  from  The  McGraw-Hill  Companies,  Inc.  ("McGraw-Hill").  No  financial  product  offered  by  State  Street 
Global  Advisors,  a  division  of  State  Street  Bank  and  Trust  Company,  or  its  affiliates  is  sponsored,  endorsed,  sold  or  promoted  by  McGraw-Hill. 
[State  Street  Global  Markets,  LLC,  member  FINRA,  SIPC  is  distributor  for  all  SPDRs  products  and  is  a  wholly  owned  subsidiary  of  State  Street 
(Corporation.  References  to  State  Street  may  include  State  Street  Corporation  and  its  affiliates.  ALPS  Distributors,  Inc.,  a  registered  broker- 
dealer,  is  distributor  for  SPDR  shares,  MidCap  SPDRs  and  Dow  Diamonds,  all  unit  investment  trusts  and  Select  Sector  SPDRs. 

10649-0109 


Portfolio  Strategy  i  Ken  Fisher 


CRUNCH 
MYTHOLOGY 


I  F  YOU  BELIEVE  THE  POPULAR  ECONOMIC  MYTHS  OF  THE 
I  day,  you  think  there's  a  credit  squeeze — less  total  credit 
I  available.  This  is  nonsense.  There's  indeed  less  credit  avail- 
I  able  to  poor  risks,  individual  and  corporate.  But  that  just 
Hi  means  there's  more  for  the  good  borrowers.  Blue-chip 
companies  are  flush  with  capital  and  borrowing  power.  This  is 
bullish,  both  for  the  economy  and  for  stocks,  especially  stocks 
of  big  companies. 

Fact:  The  largest  firms  have  much  more  credit  access  in  all 
forms  than  they  did  1 2  months  ago.  These  are  the  very  firms  that 
can  spend  it  the  most  and  the  fastest. 

Fact:  Total  corporate  borrowing — that  is,  total  U.S.  corporate 
debt  issuance — was  higher  in  2007  than  in  2006.  In  January  2008 
U.S.  corporate  borrowing  was  $101  billion,  up  slightly  from  the 
same  month  a  year  ago.  The  majority  of  this  debt  was  of  invest- 
ment grade,  meaning  that  it  was  rated  BBB  or  better;  within  this 
segment  the  borrowings  were  up  12%  from  a  year  ago.  Some 
credit  crunch! 

If  there  were  a  squeeze,  interest  rates  would  be  shooting  up. 
They  aren't.  Over  the  past  year  the  yield  on  investment  grade  cor- 
porate bonds  has  gone  down.  At  the  superprime  end,  debt  rated 
AAA,  the  yield  is  down  from  5.18%  to  4.63%.  Globally,  there  are 
only  14  corporate  borrowers  with  that  rating  (among  them 
ExxonMobil  and  Novartis).  But  there  are  more  than  350  A-rated 
or  higher.  Recently  rates  are  down,  a  little,  on  AA,  A  and  BBB 
iionds,  too. 

A  parallel  myth  is  that  corporations  have  stopped  doing 
takeovers  and  stock  buybacks.  Tell  that  to  Microsoft.  It's  just 
that  we've  changed  from  a  lot  of  small  deals  to  fewer  bigger  ones. 
By  the  fourth  quarter  "credit  crunch"  headlines  were  ubiquitous, 
yet  fourth-quarter  2007  announced  takeovers  were  $478  billion, 
the  fourth-largest  quarter  ever.  The  volume  was  a  $1 16  billion 
gain  from  the  third  quarter.  Share  repur- 
chase announcements  in  January  totaled 
$59  billion,  up  16%  from  a  year  ago.  That's  a 
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$700  billion  annual  rate.  The  prior  four  months  were  also  up 
collectively,  by  63.5%,  to  $276  billion  ($828  billion  annualized) 
Where  do  we  get  all  these  myths  about  crises  and  collapses 
From  pontificators.  The  sort  of  folks  who  frequent  Davos. 

Yahoo  will  cost  Microsoft  $40  billion  or  more  if  it  goes 
through — essentially  half  cash.  It  will  issue  long-term  debt  for  the 
first  time  in  its  existence.  Surprise,  it  will  be  AAA  rated.  In  one 
bite,  IBM  announces  a  $15  billion  stock  buyback.  Some  credit 
crunch.  Think  big. 

As  I  detailed  last  month,  the  market  has  shifted,  as  it  did  in 
the  mid-1990s,  into  a  period  where  the  biggest  stocks  do  best 
We're  in  the  first  full  correction  of  the  new  leg  of  the  bull  market. 
The  Asian  debt  contagion  then  is  the  American  debt  contagion 
today.  This  debt  crisis  is,  like  the  last  one,  a  false  alarm.  By 
midyear  we  will  awaken  to  an  ever  shrinking  supply  of  equity  and 
a  growing  economy.  The  market  will  be  led  by  big  companies. 

If  you  think  we're  moving  toward  recession,  you  might  expect 
steel  prices  to  weaken.  So  many  expect  this  to  happen  that  reces 
sion  is  already  built  into  the  prices  of  steel  shares.  Since  I  see  no 

recession,  I  expect  steel  to  do 
well.  Hence  I  like  Arcelor  Mittal 
(79,  MT),  domiciled  in  Luxem- 
bourg but  spread  across  the 
globe.  It  operates  in  60  nations. 
Its  115  million  tons  of  annual 
capacity  give  it  1 5%  of  the  world 
total  and  three  times  as  much  as 
its  largest  competitor.  Arcelor 
mines  coal  and  iron,  makes  coke, 
has  both  integrated  mills  and 
minimills  and  has  top-notch  dis- 
tribution. In  an  industry  selling 
at  two  times  annual  revenue  Arcelor  is  at  just  one  times.  It  goes 
for  ten  times  likely  2008  earnings  and  two  times  book  value.  A  lit- 
tle price  increase  from  here  could  go  a  long  way  for  this  $115  bil- 
lion market-cap  producer. 

Still  worried  about  a  recession?  Then  buy  Wal-Mart  (51,  WMT), 
which  retails  affordable  consumer  staples  in  good  times  and  bad. 
The  world's  dominant  retailer  at  a  market  multiple  of  earnings  isn't 
a  bad  way  to  go  when  the  biggest  stocks  are  doing  best.  Market 
capitalization,  $204  billion. 

It's  going  to  take  years  for  the  financial  sector  to  recover 
from  its  excesses,  just  as  it  took  years  for  energy  to  recover  from 
the  1980  collapse  and  for  technology  to  recover  from  2000.  Still, 
I  like  Citigroup  (25,  C).  The  stock  costs  less  than  half  of  what  it 
did  last  year.  The  market  value  of  $129  billion  looks  high  against 
earnings  of  $3  billion.  But  those  earnings  reflect  the  subprime 
writeoffs.  These  writeoffs  have  simply  nothing  to  do  with  the 
underlying  business.  Take  them  out  of  the  equation  and  you 
find  Citi  going  for  four  times  operating  earnings.  I  think  this  is 
a  $40  stock  by  mid-2009.  F 

Money  manager  Ken  Fisher's  latest  book  is  The  Only  Three  Questions  That  Count 
(John  Wiley,  2007).  Visit  his  home  page  at  www.forbes.com/fisher. 


The  January 
buyback  crop 
was  $59  billion, 
up  16%  from 
the  prior  year. 
Annual  basis: 
$700  billion. 
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Business  is  all  about  productivity.  At  Southwest  Airlines,'  we  have  convenient  nonstop  flights, 
great  ontime  performance,  and  outstanding  Customer  Service  giving  business  travelers  like  you 
the  confidence  to  be  more  productive.  Fly  Southwest  and  watch  your  business  take  off. 

SOUTHWEST.COM 

DING!"  You  are  now  free  to  be  more  productive. 


52008  Southwf-st  Airlines  Co 


Capital  Markets  i  Marilyn  Cohen 


THE  PREFERRED  WAY 


WHEN  THE  MARKET  HANDS  YOU  LEMONS, 
make  lemon  chiffon.  That's  what  I'm  doing  for 
my  clients.  In  my  last  column  (Jan.  7)  I  cau- 
tioned investors  to  wait  until  later  in  the  first 
quarter  to  buy  either  preferred  shares  or 
exchange-traded  funds  that  track  preferreds.  I  predicted  that 
by  then  financial  firms  would  come  clean  regarding  their  losses. 
Sure  enough,  this  winter's  red  ink  and  writedowns  proved  to  be 
momentous.  Tin  cups  in  hand,  several  of  their  chief  executives 
had  to  beg  for  alms  from  the  Asian  and  Mideastern  sovereign 
wealth  funds  to  shore  up  eroding  capital. 

Foreign  bailouts  haven't  been  enough,  though,  and  these 
financial  giants  have  also  had  to  issue  bonds  and  preferreds.  The 
equation  is  simple:  More  writedowns  equal  additional  capital 
needed.  For  you  individual  investors,  let  their  pain  be  your  gain. 
It  seems  every  week  another  needy  bank  or  broker  floats  new 
preferreds,  which  are  easier  to  trade  and  more  transparent  than 
bonds.  The  issuers  are  household  names:  Citigroup,  Bank  of 
America,  Lehman  Brothers,  Deutsche  Bank  and  Wachovia. 

Fortunately  for  the  needy  firms,  a  huge  appetite  exists  for  the 
new  preferreds.  Citi  may  have  its  troubles,  yet  no  one  believes  it 
will  default  on  payouts.  Don't  bother  buying  regional  banks  or 
brokers.  Go  for  big,  liquid  issues.  Many  of  the  latest  preferreds 
are  listed  on  the  New  York  Stock  Exchange. 

The  bad  news  is  that  the  securities  offerings  have  attracted 
crowds  of  institutional  investors,  leaving  just  small  portions  for 
individual  buyers.  To  give  yourself  a  fighting  chance,  make  sure 
your  broker  has  you  on  a  priority  list  for  all  the  newly  issued  pre- 
ferreds, which  automatically  puts  you  in  the  bidding.  All  you  have 
to  do  is  ask;  anyone  with  an  account  is  eligible.  Then  you  can  bid  a 
specific  yield.  Another  way  to  lay  your  hands  on  the  shares  is  to 
place  a  "when-issued  order,"  the  equivalent  of  a  market  order  for 
common.  This  means  you  bid  within  a  range  of  yields — say  from 
8%  to  8.25% — and  accept  what  the  market  gives  you.  This  boosts 
your  chances  of  getting  an  order  filled. 

Even  if  your  order  is  unfilled,  you  will  at  least 
see  the  market  yields  of  the  winning  bids.  That 
will  help  if  you  try  to  find  the  shares  in  the  sec- 


ondary market.  Thus  far  many  of  these  new  preferreds'  dividend; 
qualify  for  the  15%  maximum  tax  rate.  (The  favorable  rate  disap 
pears  in  2010.)  Bond  interest  is  taxable  at  regular  rates  up  to  35%. 

The  financial  firms'  preferred  yields  nowadays  are  superior  tc 
those  of  their  bonds,  which  are  higher  in  the  credit  pecking  ordei 
and  hence  less  risky.  Example:  In  January  Citigroup  issued  148.6  mil 
lion  preferred  shares  at  $25  to  raise  a  quick  $3.7  billion.  The  Citigrouf 
(C  8.125%  Series  AA  Pfd)  shares  now  trade  on  the  NYSE  at  a  sligh 
premium  ($25.40)  and  still  offer  a  decent  yield,  7.99%.  They  ar^ 
callable  Feb.  15,  2018  at  $25  for  a  7.95%  yield  to  call.  Compare  the 
Citigroup  preferred  with  its  closest  bond  equivalent:  the  ten-yeai 

$1  billion  Citigroup  bond  issue 
6.95%  due  Nov.  1, 2018.  The  bone 
yields  6%  to  maturity. 

Even  the  firms  that  haven'l 
been  slammed  in  the  credit 
crunch  are  joining  the  preferred 
party.  Perhaps  they're  figuring 
that  today's  yields,  while  gener- 
ous, are  still  lower  than  they'll 
be  amid  the  likely  higher  rates 
of  an  economic  recovery.  Leh- 
man Brothers  and  Deutsche 
Bank  had  less  exposure  to  the 
subprime-fueled  deals  of  now 
suffering  rivals.  They  have) 
recently  issued  preferreds  that 
are  worth  looking  at. 

Their  yields  are  slightly 
lower  than  the  likes  of  Citi, 
because  these  firms  aren't  as 
desperate  to  raise  extra  capital.  Yet  the  payouts  are  still  pretty 
decent.  Lehman  Brothers  (LEH  7.95%  Pfd)  trades  at  $24.94  and 
is  callable  Feb.  15,  2013.  At  its  $25  par  is  Deutsche  Bank 
(DB  7.6%  Pfd),  callable  Feb.  20, 2018,  trading  at  $25.50  for  a  7.35% 
yield  to  call.  Both  are  large,  and  therefore  easily  tradable,  issues: 
75.9  million  and  78  million  shares. 

My  suggestion  is  to  buy  a  variety  of  preferreds  with  different 
dividend  payment  dates  and  varying  call  features.  As  we  did  with 
Citi  above,  be  sure  to  compare  the  preferred  yield  with  the  issuers 
bond  yield.  Lehman  does  not  have  any  bonds  maturing  in  201 3,  but 
you  can  look  at  2012,  which  is  close  enough.  There  is  a  $1.5  billion 
6.625%  bond  issue  maturing  Jan.  18  of  that  year,  and  it  yields  5%. 
That  7.95%  Lehmann  preferred,  although  riskier,  is  the  better  buy. 

Please  do  not  think  you  have  missed  out  on  these  preferred 
opportunities.  Writedowns  and  losses  in  the  financial  realm, 
already  around  $150  billion,  are  far  from  over.  Some  analysts 
calculate  that  additional  writedowns  may  total  another  $200  bil- 
lion amid  subprime  and  collateralized  debt  obligation  carnage. 
UBS  just  reported  an  $1 1  billion  fourth-quarter  loss  and  warned 
of  more  to  come.  Watch  it  for  a  preferred  issue.  F 


Ailing  financial 
firms  need 
fresh  capital,  so 
they're  issuing 
preferreds  with 
nice  yields. 
Their  pain  is 
your  gain. 


I  Forbes 


Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 
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ealth 

Managers 


THE  COMPANIES 
SELECTED  EXCEED 
THE  CRITERIA  BELOW 


Comprehensive  Range 
of  Wealth  Management 
Services 

Registered 
Investment  Advisor 

Fiduciary  Oath  Taken 

•>lo  Unresolved  Lawsuits 
or  Grievances 

Advanced 
Certifications  Held 

At  Least  15  Years  of 
Industry  Experience 


Securities  offered  through 
Financial  Network  Investment 
Corp.  Member  FINRA/SIPC. 
Capital  Planning  Corporation  is 
not  affiliated  with  or  a  subsidiary 
of  Financial  Network  Investment 
Corp. 

Securities  offered  through  KMS 
Financial  Services,  Inc. 
Securities  offered  through 
Pacific  West  Securities,  Inc. 
member  FINRA/SIPC.  Financial 
Advisory  services  through  Pacific 
West  Financial  Consultants,  Inc., 
a  registered  investment  advisor. 
Securities  offered  through 
Financial  Network  Investment 
Corp.  Member  FINRA/SIPC.  Paul 
R.  Ried  Financial  Group,  LLC  is 
not  affiliated  with  or  a  subsidiary 
of  Financial  Network  Investment 
Corp. 

5  Securities  and  advisory  services 
offered  through  Commonwealth 
Financial  Network,  Member 
NASD/SIPC  a  registered 
investment  advisor. 

^  Second  Year  Selected 


Investor  Resources,  Inc.t 


Bellevue,  WA 
Port  Orchard,  WA 
800-317-9119 

www.lnvestorResourceslnc.com 
IRI  creates  a  financial  GPS  enabling  clients  to 
successfully  navigate  the  impending  economic 
tsunami  caused  by  retiring  Baby  Boomers. 

CMC  Advisers,  LLC 

4800  SW  Macadam  Avenue,  Suite  305 
Portland,  OR  97239 

503-227-5284  www.cmcadvisers.com 
CMC  Advisers  excels  in  working  with 
business  owners  and  specialty  physicians 
to  integrate  complex  financial  circumstances 
with  the  client's  vision  of  personal  fulfillment. 

Capital  Planning  Corporation1 

10900  NE  4th  Street,  Suite  2000 
Bellevue,  WA  98004 

425-643-1800  www.capitalplanningcorp.com 
Celebrating  their  25th  Anniversary,  Capital 
Planning  provides  wealth  planning,  family 
legacy  and  investment  management  services 
to  affluent  families,  business  owners  and 
executives. 

Diversified  Investments  &  Insurance2 

4033  Tongass  Avenue,  Suite  200 
Ketchikan,  AK  99901 
907-225-9805  ||  dii@att.net 
The  team  at  Diversified  Investments  &  Insur- 
ance has  utilized  an  array  of  financial  services 
to  support  the  unique  needs  of  their  individual 
and  business  clients  since  1980. 


Comprehensive  Wealth  Management 

4100  194th  Street  SW,  Suite  205 
Lynwood,  WA  98036 
425-778-6160 

www.comprehensivewealth.com 
Comprehensive  Wealth  Management  (CWM) 
is  a  financial  planning  and  investment  manage- 
ment firm  that  specializes  in  leveraging  and 
increasing  assets  for  executives,  professionals 
and  small  business  owners. 

Michelle  H.  Tucker, cfp®, id, cpa/pfs 
Golden  Years  Retirement  Specialists,  Inc. 

820  Mililani  Street,  Suite  401 
Honolulu,  HI  96813 

808-791-1444  www.sterlingandtucker.com 
Michelle  Tucker  of  Golden  Years  Retirement 
Specialists,  Inc.  helps  successful  families 
manage  and  preserve  wealth  through  caring 
and  comprehensive  investment,  tax,  financial, 
estate  and  protection  planning. 


Multop  Financialt  3 


333  Calluna  Court,  Suite  205 
Bellingham,  WA  98226 
877-671-7890  i;  www.multop.com 
Multop  Financial  provides  impressive  customer 
service  blended  with  skilled  income  tax  plan- 
ning and  portfolio  management  for  high-level 
financial  strategies. 

Witzke  and  Mendenhall,  CPAs 
Wealth  and  Tax  Management 

2334  NW  Professional  Drive 
Corvallis,  OR  97330 
541-753-4185 

www.taxandwealthmanagement.com 
Witzke  and  Mendenhall  believes  that  the  inte- 
gration of  wealth  and  tax  strategies  provides  a 
substantial  benefit  to  their  valued  clients. 

Paul  R.  Ried  Financial  Group,  LLC4 

10801  Main  Street,  Suite  201 
Bellevue,  WA  98004 
425-646-6777  ||  www.paulried.com 
With  a  high  level  of  integrity,  excellence 
and  over  20  years  of  experience,  Paul  Ried 
Financial  Group  specializes  in  pre-  and  post- 
retirement  planning,  integrating  investment 
management  and  estate  strategies. 

Summit  Financial  Group,  Inc.5 
Ed  Grogan,  cfp  &  Dan  Wiersma,  cure 

6625  Wagner  Way,  Suite  320 
Gig  Harbor,  WA  98335 
877-355-1223  !|  www.summitplans.com 
Summit's  advisors  use  their  considerable 
experience  to  provide  comprehensive,  unique 
and  creative  wealth  management  strategies 
for  each  of  their  clients. 

415-892-9400 


www.themostdependable.com   

TheMostDependable.com  is  a  service  of  Goldline  Research  Goldline  Research  uses  a  rigorous  proprietary  research 
process,  which  includes  client  references,  to  evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous 
industries.  We  have  verified  the  criteria  above  for  each  of  the  companies  represented.  The  companies  listed  above  are 
listed  in  no  particular  order,  and  we  make  no  specific  comparisons  between  the  companies  listed  above  and  any  unlisted 
companies.  Goldline  Research  is  not  affiliated  with  Forbes'  magazine. 


Exchange-Traded  Funds  Jim  Lowell 


ROBERT 

FROST 

INVESTING 


I  NVESTORS  SHOULD  TAKE  INSPIRATION'  FROM  THE  POET 
I  Robert  Frost  that  taking  the  road  loss  traveled  is  often  the 
I  better  choice.  To  be  Mire,  popular  stocks  that  are  riding  a 
I  seeming  long-term  trend  likely  will  continue  to  perform 
I  well  tor  some  time,  but  what  it  you  could  capitalize  on  the 
big  economic  trends  without  paying  too  much  tor  trendy  stocks? 
This  seems  to  be  a  better  choice. 

For  example,  I  remain  bullish  on  the  global  economy,  and  hence 
on  energy.  l  ately  energy  issues  have  done  very  well — witness  the 
25%  run-up  in  the  past  year  ot'the  United  States  Oil  Fund,  an 
exchange-traded  fund  that  invests  in  oil  futures  contracts  (it's  up 
8.3%  since  m\  December  200~  recommendation  here). 

With  China  still  hell-bent  on  growth,  oil  is  not  likely  to  go 
back  to  $40  or  $50  a  barrel.  But  a  recession  would  probably 
freeze  its  upward  march.  So  maybe  this  exchange-traded  fund 
has  enjoyed  its  best  days  for  a  while.  You  should  move  on  to 
oilfield  service  companies,  which  will  probably  be  kept  quite 
bus)  even  if  oil  prices  plateau. 

Oil  prices  fluctuate  with  the  vagaries  of  hedge  fund 
monkeyshines,  economic  reports,  political  tensions  and  oil 
refinery  explosions.  But  drilling  continues  at  a  brisk  pace  and 
will  continue  to  do  so  as  long  as  oil  is  comfortably  above  $30. 
The  SPDR  Oil  &  Gas  Equipment  and  Services  ETF  (39,  XES)  sells 
drillers  the  tools  of  their  trade,  whether  they  strike  black  gold 
or  not.  The  fund's  two  largest  holdings  are  Patterson-UTI 
Fnergy.  trading  at  9  times  trailing  earnings,  and  Helmerich  & 
Payne,  trading  at  12  times. 

Another  off-the-beaten-trail  strategy  is  to  invest  in  an 
uncelebrated  energy  source,  coal.  Headlines  are  always  pro- 


years  coal's  price  is  up  675%  versus  233%  for  oil. 

China  consumes  nearly  three  times  as  much  coal  as  oil  and 
uses  more  coal  than  the  European  Union,  Japan  and  the  U.S.  do 
together.  In  China  a  new  coal-fired  power  plant  is  brought  on  line 
every  ten  days.  Energy-hungry  India,  whose  population  is  pro- 
jected to  overtake  China's  by  2030,  is  also  busy  building  coal  plants. 

Enter  the  two-month-old  Van  Eck  Market  Vectors  Coal  etf 
(44,  KOL),  which  tracks  the  price  and  yield  performance  of  the 
Stowe  Coal  Index.  This  index  is  made  up  of  60  coal-oriented 
companies  from  12  different  countries,  everything  from  coal 
miners  to  coal  shippers. 

At  the  same  time,  we  have  to  worry  about  that  possible 
recession  in  the  U.S.  and  Europe.  Consumer  staples  are  the 
classic  refuge  in  tough  times,  when  people  will  give  up  on 
everything  except  food,  drugs  and  beverages.  The  obvious 
choice  here  is  the  iShares  S&P  Global  Consumer  Staples  Index 
ETF,  whose  biggest  holdings  are  household  names:  Procter  & 
Gamble,  Nestle,  Coca-Cola,  Diageo  and  Kraft  Foods. 

A  still  smarter  way  to  play  the  trend  is  to  own  the  necessary 

ingredients  for  the  goods 
found  in  that  iShare's  basket. 
Agricultural  commodities  are 
seeing  big  price  gains,  what 
with  appetites  for  grain-fed 
beef  in  emerging  nations  and 
the  corn-supplied  ethanol 
boondoggle.  That  situation 
means  there's  plenty  ot 
momentum  behind  these  com- 
modities. You  can  participate 
by  buying  the  PowerShares  DB 
Agriculture  ETF  (41,  DBA) 

This  fund  is  the  sole  soft 
commodity  play  in  the  ETF 
field.  Its  benchmark  is  the  Deutsche  Bank  Liquid  Commodity 
Index,  made  up  of  the  most  liquid  and  widely  traded  agricul- 
ture products:  corn,  wheat,  soybeans  and  sugar. 

Finally,  I'd  look  to  a  sector  that  is  a  longtime  proxy  for  the 
U.S.  economy,  transportation.  Amid  dire  prognostications  for 
the  domestic  economy,  the  iShares  Dow  Jones  Transportation 
(86,  lYT)  is  slightly  down  from  its  year-ago  price  ($90). 

Nonetheless,  many  in  this  ETF's  collection  of  companies 
are  expanding  considerably  in  emerging  countries.  Railroads 
like  Burlington  Northern  Santa  Fe,  Union  Pacific  and  Norfolk 
Southern  are  not  expanding  abroad,  of  course,  but  UPS,  FedEx 
and  Overseas  Shipholding  Group  (oil  tankers)  are. 

Should  that  much-anticipated  recession  arrive,  this  ETF  will 
suffer  to  some  degree.  Yet  the  fund  will  also  be  up  and  running 
ahead  of  most  other  sectors'  when  recovery  inevitably  steams 
over  the  horizon. 

To  quote  Frost:  "And  that  has  made  all  the  difference."  F 


Exploit  a  trend 
with  an  offbeat 
choice.  Drilling 
gear,  not 
energy  giants. 
Farm  goods, 
not  consumer 
staples. 


claiming  the  most  recent  zig  or  zag   ■--■n.v-nnM; 

of  oil  prices  while  those  of  cod  ire  I  ^TS^ff^^S  J'm  Lowe"  is  c^'e* investiment  strategist  ofAdviser  Investments,  Inc.and  the  editor  of  F/de/rty 
largely  ignored.  Over  the  past  five 


/nvestorand  forbes  ETF  Advisor.  For  more  information  visit  www.forbesnewsletters.com/etf 
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2008  SELECTIONS 


ccountmg 
Professionals 


Falco  Suit  &  Company,  PS 

16150  NE  85th  Street,  Suite  203 
Redmond,  WA  98052 
425-883-3111  ||  www.falcosult.com 

Falco  Suit  &  Company  is  a  Financial  Success 
Network,  anchored  by  a  CPA  firm,  that 
provides  a  one-stop-shop  to  businesses  for 
their  financial  needs. 


THE  COMPANIES 
SELECTED  EXCEED 
THE  CRITERIA  BELOW 

Excellent  Client 
References 

12+  Years  of  Industry 
Experience 

Current  State  License 

40+  Clients 

Advanced  Training 

Jo  Unresolved  Lawsuits 
or  Grievances 

Member  AICPA  or 
State's  Society  of 
Certified  Public 
Accountants 


Ellsworth  &  Gilman  CPAs 

7881  W.  Charleston  Boulevard,  Suite  110 
Las  Vegas,  NV  89117 
702-871-2727!  www.lvcpas.com 
Ellsworth  &  Gilman  was  established  to  provide 
efficient,  expert  solutions  to  businesses  and 
individuals.  Primary  services  include  account- 
ing, taxation  and  business  consulting. 


Contractors,  Bookkeeping 
&  Accounting,  Co. 

124  7th  Street  SE 

Auburn,  WA  98002 

877-833-3938  ji  www.cbabooks.com 

Full  service  accounting  &  bookkeeping  firm 
serving  the  specific  needs  of  contractors  & 
small  to  medium  sized  businesses  along  with 
cutting  edge  technology. 

e  Accounting  Solutions,  Inc. 

P.  O.  Box  18087 

Missoula,  MT  59808 

406-721-8770  www.e-accounting.biz 

E  Accounting  Solutions  provides  comprehen- 
sive accounting  and  controller  solutions  to 
small  and  medium-sized  businesses  through- 
out the  West  using  the  outsourcing  model. 


DeVries  CPAs  of  Arizona,  PC 

4349  East  5th  Street 
Tucson,  AZ  85711 

520-298-6200  www.devriesaccounting.com 

Providing  integrity  for  nonprofits,  governmental 
agencies  and  small  businesses  through  exem- 
plary accounting,  auditing  and  tax  services, 
along  with  educational  programs  and  pro  bono 
hours  for  nonprofits. 


Bradley,  Allen  &  Associates,  CPAs 

225  Union  Boulevard,  Suite  450 

Lakewood,  CO  80228 

303-988-1900  ||  www.bradleyallen.com 

Bradley,  Allen  &  Associates  serves  closely- 
held  businesses  and  high  net  worth  individu- 
als with  tax,  accounting  and  advisory  services 
using  a  highly  client-centric  approach. 

Ulrich  &  Associates,  CPAs,  PC 

4991  Harrison  Boulevard 

Ogden,  UT  84403 

801-627-2100  ||  www.ulrichcpa.com 

Ulrich  &  Associates  offers  a  wide  range  of  tax, 
finance  and  advisory  services  to  individual  and 
business  clients  throughout  Northern  Utah. 


www.themostdependable.com  415-892-9400 

TheMostDependable.com  is  a  service  of  Goldline  Research.  Goldline  Research  uses  a  rigorous  proprietary  research 
process  to  evaluate  tens  of  thousands  of  service  providers  each  year  in  numerous  industries.  We  have  verified  the  criteria 
above  for  each  of  the  companies  represented.  The  companies  listed  above  are  listed  in  no  particular  order,  and  we  make 
no  specific  comparisons  between  the  companies  listed  above  and  any  unlisted  companies.  Goldline  Research  is  not 
affiliated  with  Forbes '  magazine. 
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Forbes  franchise 


Is  Protecting  People  and  Property  Important' 

Protecting  people  and  property  is  an  important  business.  Security 
markets  are  at  an  all  time  high  and  are  rapidly  growing. 
Prime  Dealerships  are  available. 

Every  window  is  an  opportunity  to  make  MONEY. 
Demand  is  so  high  we  have  work  for  you  right  now!! 

Be  Your  Own  Boss  with  the  ACE/Security 
Laminates  Dealership  Program: 


No  Royalty  Fees 
Protected  Territories 

Certified  Training  &  Continued  Dealer  Support 
Products  used  and  approved  by  US  Government 
Dealerships  starting  from  $25,000 


When  applied  to  glass.  ACE/Security 
Laminates  transforms  windows  into  a 
virtually  imprenetrable  barrier. 


Society  4oorovK,  Ven0o( 

of  Plastics   BTH  ic  the 
Engineers    kaGfll  US  Government 


security  laminates 


Join  Our  Team! 
1-888-607-0000 


www.smashingbusiness.com 


GO  DESIGN 


*f  Unlimited  Logo  Concepts  &  Revisions 
*f  5  Designers  Assigned  to  Every  Project 
+f  1-3  Day  Turnaround 
Satisfaction  Guaranteed 


We  Develop  Websites  That  Sizzle  &  Sell 
2-3  Designers  Assigned  to  Every  Project 
Unlimited  Designs  Till  Perfect 
Lightning  Fast  Turnaround 
Satisfaction  Guaranteed 


877.918.9188  |  www.LogoCare.com/forbes 


American  Diagnostic  Centers 


American  Diagnostic  Center  is  a  proven 
chain  of  high  quality  well  respected  centers 
with  a  proven  model.  If  you  have  superior 
management  skills,  are  familiar  with  sales 

&  marketing  concepts  you  might  qualify. 
Approximate  cash  investment  of  $300,000 
to  $600,000  with  average  annual  profits  of 
$200,000  to  $400,000  Plus. 

Call  for  available  markets. 
(866)  862-1222 

info@americandiagnosticcenters.com 
www,  americandiagnosticcenters.  com 
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Eternarixploration.  The  KonTiki  Diver 


Eterna  has  redefined  the  functional  requirements  of  a  diving 
watch  from  the  bottom  up.  The  result  is  the  KonTiki  Diver,  with 
its  innovative  hinged  mechanism.  The  movement  is  housed 
in  a  case  which  can  be  raised  and  lowered.  When  the  case  is 
raised,  the  diving  time  is  set  using  a  bezel  which  can  be  rotated 
in  either  direction.  With  the  case  in  the  lowered  position,  the 
bezel  is  protected  against  accidental  movements,-  and  the  display 
of  the  correct  diving  time  is  guaranteed.  Both  the  time  and 
the  power  reserve  are  clearly  legible  from  the  well-structured 
dial.  With  its  revolutionary  sealing  system,  the  KonTiki  Diver 
dispenses  with  a  screw-in  crown,  and  is  water-resistant  to 
1000  metres.  A  new  class  of  diving  watch. 


www.eterna.ch 


Pioneers  in  Watchmaking 
Since  1856 
1-866-425-9882 


AAA  YF  AIR 


Woodbury  Village  Woodbury.  NV  5I6496-BI7 
73MainSlioet  Eosr  Hampton.  NY  ■  &3t 
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€  RANCHERS'  ASSOCIATION 


WHITE  STALLION  RANCH 

Immerse  yourself  in  the  welcoming  atmosphere 
of  an  autf  "fltic  western  guest  ranch.  Since 
1965,  o    rainch  tradition  has  blended  the 
servir  a  d  duality  of  a  fine  resort  with  true 
ranr    .ospita^ity.  Amenities  include  an 
extensive  ridinfr  program,  guided  hikes,  evening 
entertainment,  ^heated  pool,  fitness  center 
with  sauna,  recreation  room  and  a  full  bar. 
Tucson,  Arizona 
888-977-2624 
www.whitestallicin.com 


SMITH  FORK  RANCH 
Experience  the  west!  Ride  the  mountains,  fish 
the  waters,  dine  in  luxury,  and  above  all  create 
unforgettable  memories  to  last  a  lifetime!  An 
exciting  adventure,  a  perfect  family  vacation. 
Five  star  culinary  events,  adult  retreats,  and 
specialty  fall  weeks. 
Crawford,  Colorado 
970-921-3454 
www.smithforkranch.com 


TARRYALL  RIVE,6  RANCH 
Perfect  for  both,  adults  and  children!  With 
good  horses,  great  riding  and  superb  food, 
plus  fly-fishing,  heated  pool  and  hot  tub, 
and  Whitewater  rafting.  Located  in  the  Rocky 
Mountains  of  central  Colorado,  we  offer  an 
exceptional  children's  program,  and  exciting 
evening  activities.  Come  experience  the 
West  as  a  Family! 

Lake  George,  Colorado  •  800-408-8407 

TarryallRR@aol.com 

www.tarryallriverranch.com 


COFFEE  CREEK  RANCH 

Unwind  and  relax  at  Northern  California's  only 
3-Diamond  Dude  Ranch  Resort  surrounded  by 
picture-postcard  views  of  the  Trinity  Alps 
Wilderness.  As  rich  in  history  as  its  many 
activities...  secluded  private  cabins  await  you 
among  the  babbling  creeks  and  tall  conifers. 
Exceptional  summer  children's  programs.  108 
years  of  taking  in  guests  who  leave  as  friends! 
Open  Easter  to  Thanksgiving. 
Coffee  Creek,  California 
800-624-4480 

www.coffeecreekranch.com 


TRIANGLE  C  RANCH 

Just  as  important  as  working  for  the  good 
life,  is  finding  a  place  to  enjoy  it.  Located 
in  the  Shoshone  National  Forest  and  the 
Absaroka  Mountains,  The  Triangle  C  Ranch 
is  located  just  30  minutes  from  the  south 
gate  into  Yellowstone  and  Grand  Teton 
National  Parks.  With  2  1/2  miles  of  the 
Wind  River  actually  running  through  the 
ranch,  this  is  a  truly  spectacular  setting 
for  the  vacation  of  a  lifetime.  With  8  ranch- 
raised  youngsters  ranging  from  10  to  30, 
and  35  years  of  experience,  our  dude  ranch 
has  one  of  the  top  Children's  Programs  in 
the  country! 
Dubois,  Wyoming 
800-661-4928 
www.trianglec.com 


WILDERNESS  TRAILS 
Ride,  Relax,  Recharge!  Experience  your 
perfect  family  ranch  vacation,  honeymoon, 
corporate  retreat,  or  dream  horseback  riding 
holiday.  The  Roberts  Family  invites  you  to 
experience  our  spectacular  mountain 
setting  and  genuine  western  hospitality. 
Located  near  Durango,  Colorado 
800-527-2624 
www.wildernesstrails.com 


ROCK  SPRINGS  GUEST  RANCH 

We  all  carry  memories  of  remarkable 
experiences  that  have  touched  us. 
Here  is  your  opportunity  to  create 
an  album  full!  While  riding,  you  will 
explore  in  small  groups  and  enjoy 
rides  catering  to  your  ability  and 
expectations.  Your  children  will 
instantly  love  our  amazing  children's 
guest  program,  Most  of  all  you  will 
experience  the  tradition  of  a  truly 
unplugged  western  vacation,  where 
you  may  enjoy  as  much  stillness  or 
adventure  as  you  choose.  Come  see 
for  yourself  why  the  majority  of  our 
customers  are  returning  guests. 
Bend,  Oregon 
541-382-1957 

www.oregonduderanch.com 
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FT.  LAUDERDALE 
March  28 


MIAMI 


DESTIN        SARASOTA        VERO  BEACH 


March  29         April  5 


April  I  I 


April  18 


Daniel  DeCaro 
REAL  ESTATE 
AUCTIONS 


l\CORPORATED 


I  .tste  Brcirr  M1M74 


RESIDENTIAL  &  CONDO  PROPERTIES        MANY  SELLING  ABSOLUTE 
$50M  -  $I00M  IN  PROPERTIES  AT  EACH  AUCTION 
BROKERS  PROTECTED  FOR  MORE  INFO  CALL:  888-966-4759 

(J^^portion  of  the  proceeds  will  be  donated  towards  charitable  causes  throughout  Florida. 

)  MMV  Sotheby's  International  Realty  Affiliates.  Inc  .  All  Rights  Reserved.  Sotheby's  International  Realty®  is  a  licensed  trademark  to  Sotheby's  International  Realty  Affiliates.  Inc.  An  Equal  Opportunity  Company.  Equal  Housing  Opportunity. 
Each  office  is  independently  owned  &  operated,  except  offices  owned  and  operated  by  NRT  Incorporated  Presented  by  Daniel  DeCaro  Real  Estate  Auctions.  Inc..  a  Licensed  Real  Estate  Broker  &  Auctioneer. 
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The  fastest  way 
to  learn  a  language. 

TM 

Guaranteed. 


"UNB 

rtment 
Idwide. 


Award-winning  software  successfully  used  by  U.S.  State  Departmi 
diplomats,  Fortune  500'  executives  and  millions  of  people  worldwi 


Think  in  the  language!  Our  method  is  called  Dynamic  Immersion™  Vivid  photos  and  native 
speakers  help  you  learn  without  translation — just  like  you  learned  your  first  language. 

Speak  immediately!  Start  speaking  in  the  first  lesson  with  our  proprietary  speech 
recognition  technology. 

Enjoy  learning!  Improved  intuitive,  sequential  learning  makes  every  lesson  count  and  builds 
progressively  in  a  fun,  almost  addictive  way. 

Rosetta  Stone  is  available  for  learning:  Arabic  •  Chinese  •  Danish  •  Dutch  •  English  •  Farsi  •  French  •  German 
Greek  •  Hebrew  •  Hindi  •  Indonesian  •  Italian  •  Japanese  •  Korean  •  Latin  •  Pashto  •  Polish  •  Portuguese 
Russian  •  Spanish  •  Swahili  •  Swedish  •  Tagalog  •  Thai  •  Turkish  •  Vietnamese  •  Welsh 


Language  Learning  Success'" 


SAVE  10% 


Level  1  W     NOW  U88.10 

Level  1&2  NOW  $305.10 

Level  1,2&3      -$499"     NOW  M49.10 

Use  promotional  code  fbs038  when  ordering: 


(888)  232-8823 
RosettaStone.com/fbs038 


Offer  expires  Junie  30.  2008 

100%  GUARANTEED 

SIX-MONTH  MONEY-BACK 


©2008  Rosetta  Stone  Ltd.  All  rights  reserved.  Patent  rights 
pending  Discount  offer  not  to  be  combined  with  other  offers, 
and  subject  to  change  without  notice.  Offer  is  limited  to 
purchases  made  from  Rosetta  Stone.  Six-Month  Money-Back 

does  not  include  return  shipping. 


RosettaStone 


Grow  Your  Business! 


Macrora&r/c 

Everything  Targeted  y 

Multichannel  Marketing  Strategies 


FOR  FREE  CONSULTATION  Contact  Steve  Carrara 
(845)  230-6317  or  email  Stevec@macromark.com 


Macromark  Inc.,  185  Route  312,  Suite  303  Brewster,  NY  10509  (845)  230-6300  www.macromark.com 
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A  global  leader  in  telecommunications  solutions  and  a  pioneer  of  VoIP  Technology,  Williams 
Telecommunications  Corp.™  provides  the  next  generation  of  innovative  VoIP  products  and 
systems  to  help  your  business  compete  on  a  worldwide  level.  Communications  is  key  to  your 
business  succeeding  in  a  highly  competitive  marketplace  -  Williams  Telecommunications,  focuses 
on  the  total  customer  experience,  providing  prompt,  efficient  service  and  worldwide  distribution 
of  Telephony  products  to  its  clients.  From  traditional  Telephony  products  to  VoIP  products, 
Williams  Telecommunications  distributes  anywhere  in  the  world. 


WWW.WILLIAMSGLOBAL.COM     I     1  .8  0  0.9  8  2:33  33 
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The  UIU  MBA  - 
Education  with  value 

Earn  your  MBA  degree  conveniently  - 
in  two  years  or  less  with  no  campus 
residency  required.  Learn  from  our 
highly  qualified  and  supportive  faculty 
All  courses  are  available  online. 

The  UIU  MBA  - 

Accredited,  Accessible,  Affordable. 


UPPER  IOWA  UNIVERSITY 
Established  in  1857™ 

Developing  Leaders  Since  1857 

Upper  Iowa  University  is  accredited  by  the  Higher  Learning  Commission 
and  is  a  member  ot  the  North  Central  Association.  The  MBA  Program 

and  business  degrees  offered  are  further  accredited  by  the  International 
Assembly  lor  Collegiate  Business  Education  Member  of  the  National 
Association  of  Schools  of  Public  Allans  and  Administration 


UPPER  IOWA  UNIVERSITY 
1.800.603.3756  •  oniine@uiu.edu  •  www.uiuonline.info 
On  Campus  •  Online  •  Correspondence  •  U.S.  &  International  Centers 


We  See  Your  Success 


Capital  To  Grow, 

We  help  our  clients  grow  their  annual  sales  1 5%  or  more 
and  have  funded  in  excess  of  $1  billion  dollars  in  transactions 
to  firms  like  yours.  '  ... 

212.755.363$  ■  vv\vw.eapstonetrade.corn 


Forbes 

Special  Situation  Survey 


DON'T  LISTEN... 

to  stock  tips.  Chances  are  they  will 
lose  you  money.  The  experts  at  the 
Forbes  Special  Situation  Survey 

screen  5,000  stocks,  and  each  month 
pick  the  one  they  believe  is  poised  to 
move  up.  They  tell  you  when  to  sell, 
too.  Want  a  well  researched  buy 
recommendation? 


Purchase  Order  Finance  I  Trade  Finance  I  Letters  of  Credit 
Domestic  &  International  Accounts  Receivable  Factoring 


Call  today  for  a  FREE  trial  issue! 
1-800-289-8979 
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LIFE  INSURANCE  ALERT  FOR  SENIORS 

NEW!  How  to  sell  your 
unwanted  and  unneeded  life 
insurance  policies  for  cash 


About  lnsure.com 

"The  best  Web  site  I've  found..." 

The  Dallas  Morning  News 

"...we'd  recommend  you  do  your 
insurance  shopping  here..." 

Barron  s 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 

Kiplinger's 

"...this  site  is  flush  with 
useful  features." 

Forbes.com 

"...as  good  as  a  Web  site  on 
insurance  can  possibly  be.  Hats 
off  and  a  gold  star  to  the  top 
insurance  site  on  the  Web." 

Insurance  for  Dummies 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use,  (best 
of  all,  it's  free)  is  lnsure.com..." 

Yahoo!  FINANCE 

Instant  quotes  from  over  1 
Life  •  Auto  •  Health  •  Home 


Here  are  the  facts: 

•  Investor  groups  and  financial  institutions 
are  now  paying  cash  to  buy  unwanted 
life  insurance  policies.  Whole  life, 
universal  life,  term  life,  joint-life, 
last-to-die  and  key-man  life  may  qualify. 

•  You  might  own  an  unwanted  and 
unneeded  life  insurance  policy  that 
is  eligible  to  be  sold  for  cash  and  not 
even  know  it! 


Recent  Purchase  Offers 

69  year-old  male:  $500,000  policy 
Cash  offer:  $100,000 
72  year-old  female:  $750,000  policy 
Cash  offer:  $165,000 

78  year-old  male:  $1,200,000  policy 
Cash  offer:  $408,000 

83  year-old  female:  $2,000,000  policy 
Cash  offer:  $406,000 


•  Rising  premiums  or  changed  family  circumstances  can  create  a  situation  where 
you've  decided  that  a  life  insurance  policy  is  no  longer  wanted  or  needed. 

•  For  example,  many  people  with  unwanted  cash  value  insurance  mistakenly 
believe  that  the  policy  value  is  worth  no  more  than  the  actual  cash  value. 
Even  worse,  many  people  mistakenly  believe  that  their  unwanted  term  life 
insurance  can  only  expire  worthless  or  be  lapsed  for  zero  value. 

•  How  to  obtain  a  free  life  insurance  policy  valuation.  If  you  are  at  least  65 
years  of  age  and  have  at  least  $100,000  of  life  insurance  coverage  in  force, 
please  mail  the  coupon  below,  call  us  toll-free  at  1-800-490-6796,  ext.  101 
or  visit  us  online  at  www.insure.com. 


00  companies 
•  and  More! 


Insute.com 


YES!  I  am  at  least  65  years  of  age  and  would  like  free  information  on 
how  I  might  be  able  to  sell  an  unwanted  life  insurance  policy  for  cash. 


./_ 


L 


Date  of  birth  (MM/DD/YY) 


Coverage 


City  State 

Major  Illness  History:        Heart  Disease    LJ  Cancer   □  Diabetes    □  Stroke   □  Other 

(Please  check  all  that  apply.} 

Mail  to:  lnsure.com,  8205  South  Cass  Avenue,  Suite  102,  Darien,  IL  60561 


Zip 


Ad  Code:  FORBS  3/08 


NOTE:  The  sale  of  an  unwanted  and  unneeded  life  insurance  policy  is  called  a  "life  settlement"  and  is  an  activity  that  is  regulated  in  at  least  37  states.  You  should  never  lapse, 
cancel  or  sell  a  life  insurance  policy  until  after  you  have  first  obtained  independent  and  unbiased  information  regarding  all  of  your  options  and  choices.  The  National  Association 
of  Insurance  Commissioners  has  published  a  useful  brochure  entitled,  "Selling  Your  Life  Insurance  Policy:  Understanding  Life  Settlements ."  Copies  may  be  obtained  by  calling 
(816)  842-3600  or  visiting  www.naic.org.  This  message  and  offer  is  void  where  prohibited  by  law.  Insure.com  generates  revenues  from  the  receipt  of  industry-standard  fees  and 
commissions  paid  by  participating  insurance  companies,  life  settlement  providers  and  investors.  Copyright  ©  1984-2008  lnsure.com.  Inc.  All  rights  reserved  CA  agent  #0A13858. 
LA  agent  #200696,  MA  agent  #333509159.  Insure.com,  Inc.  DBA  lnsure.com  Insurance  Services  in  CA  under  agent  #082771 2,  in  LA  under  agent  #205078.  Insure.com,  Inc.  DBA 
lnsure.com  Insurance  Services,  Inc.  in  UT  under  agent  #90093. 
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Turn  on  Your  Strength 

Designed  by  a  Navy  SEAL 

Perfect  Pushup's  unique  rotating  handles  will  increase  muscle 
strength  and  definition  in  your  arms,  shoulders,  chest,  back  and  abs 

Feel  results  in  as  little  as  10  workouts  following  our 
SEAL-inspired,  two  minute  drills. 

•  Focus  on  form  to  help  stabilize  and 
strengthen  your  core  during  your  pushups 

•  Build  muscle.  Maximize  strength.  Reduce  joint  strain 

•  Sustain  your  strength  by  following  the  Perfect  Pushup  program 


Travel  Version 


BY  BODYREU 


Regular 


www  perfectpushup  com      800  709  3329 


BUSINESS  OWNER'S 

TOOLKIT 


Total  Know-How  For  Small  Business 
FREE  TOOLS 

With  an  emphasis  on  problem  solving,  Business  Owner's  Toolkit™ 
offers  more  than  5,000  pages  of  free  cost-cutting  tips,  step-by-step 
checklists,  real  life  case  studies,  startup  advice,  business  templates, 
and  webinars. 

FREE  MEMBERSHIP 

Get  immediate  access  to  helpful  content,  templates,  and  checklists; 
receive  important  news  and  information  that  will  help  you  keep  up- 
to-date;  and  receive  special  discounts  and  rewards. 

FREE  LAPTOP 

Members  are  automatically  entered  into  monthly  drawings  for  a 
laptop  computer. 

FREE  ANSWERS 

Submit  small  business  questions  to  our  editorial  term  by  email  or 
tune  in  to  our  weekly  'Build  Your  Business'  radio  program. 


SIGN  UP  TODAY!  ►  ► 


'WTOOLKIT.COM 


■m 


Forbes 

MARKETPLACE 


For  Advertising  contact: 

Lisa  Lazansky 
Custom  Solutions  Media 
888-305-6830 
Lisa@customsolutionsmedia.com 
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Understand  the  Fun  and  Beauty  in  Mathematical  Concepts 

Discover  How  to  Think  Precisely,  Decisively,  and  Creatively  in  24  Fascinating  Lectures 


Humans  have  been  having  fun 
and  games  with  mathematics  for 
thousands  of  years.  Along  the  way, 
they've  discovered  the  amazing  utility  of 
this  field — in  science,  engineering,  finance, 
games  of  chance,  and  many  other  aspects 
of  life. 

Join  Professor  Arthur  T.  Benjamin  to 
experience  The  Joy  of  Mathematics  in 

this  course  of  24  half-hour  lectures.  He  is 
nationally  renowned  for  feats  of  mental 
calculation  performed  before  audiences  at 
schools,  theaters,  museums,  conferences, 
and  other  venues,  and  he  shows  you  that 
there  are  simple  tricks  that  allow  anyone  to 
look  like  a  "mathemagician." 

Professor  Benjamin  has  another  goal  in 
this  course:  Throughout  the  lectures,  he 
shows  how  everything  in  mathematics  is 
connected — how  the  beautiful  and  often 
imposing  discipline  that  has  given  us  algebra, 
geometry,  calculus,  probability,  and  so  much 
else  is  based  on  nothing  more  than  fooling 
around  with  numbers. 

Have  You  Forgotten  Math? 
Worry  Not! 

Professor  Benjamin  gives  his  presentation 
on  the  number  9  in — what  else? —  Lecture 
9.  Other  lectures  are  devoted  to  pi,  the 
imaginary  number  i,  the  transcendental 
number  e,  and  infinity.  These  numbers  are 
gateways  to  intriguing  realms  of  mathematics, 
which  you  explore  under  Dr.  Benjamin's 
enthusiastic  guidance. 

He  also  introduces  you  to  prime  numbers, 
Fibonacci  numbers,  and  infinite  series.  And 
you  investigate  the  powerful  techniques 
for  manipulating  numbers  using  algebra, 
geometry,  trigonometry,  calculus,  and 
probability  in  lectures  that  may  hark  back 
to  subjects  you  studied  in  high  school  and 
college. 

A  Math  Course  Designed  for  You 

You  will  find  Dr.  Benjamin's  introduction 
to  these  fields  both  a  useful  refresher  and 
a  bird's-eye  view  of  the  most  important 
areas  of  mathematics.  He  approaches 
these  topics  from  a  new  perspective — 
combinatorics — and  mathematical  games, 

About  Our  Sale  Price  Policy 

Why  is  the  sale  price  for  this  course  so 
much  lower  than  its  standard  price?  Every 
course  we  make  goes  on  sale  at  least  once  a 
year.  Producing  large  quantities  of  only  the 
sale  courses  keeps  costs  down  and  allows  us  to 
pass  the  savings  on  to  you.  This  also  enables 
us  to  fill  your  order  immediately:  99%  of  all 
orders  placed  by  2  pm  eastern  time  ship  that 
same  day.  Oder  before  May  23,  2008,  to 
receive  these  savings. 


1 

fek.  _J 

0  A  1     1  z\  L  P-7  1  Q  1  0 

We've  been  doing  this  since  1990,  pro- 
ducing more  than  3,000  hours  of  material 
in  modern  and  ancient  history,  philosophy, 
literature,  fine  arts,  the  sciences,  and  math- 
ematics for  intelligent,  engaged,  adult  life- 
long learners.  If  a  course  is  ever  less  than 
completely  satisfying,  you  may  exchange  it 
for  another,  or  we  will  refund  your  money 
promptly. 


providing  a  fun  entry  into  subjects  that  are 
often  taught  in  a  lackluster  way. 

Dr.  Benjamin  assumes  you  have  no  more 
than  a  distant  memory  of  high  school  math. 
He  believes  that  it  is  his  job  to  fan  those 
embers  into  a  burning  interest  in  the  subject 
he  loves  so  much — and  in  which  he  takes 
such  exquisite  joy. 

About  Your  Professor 

Arthur  T.  Benjamin  is  Professor  of 
Mathematics  at  Harvey  Mudd  College,  where 
he  has  taught  since  1989.  He  earned  a 
Ph.D.  in  Mathematical  Sciences  from  Johns 
Hopkins  University.  The  Mathematical 
Association  of  America  honored  him  with 
national  awards  for  distinguished  teaching 
in  1999  and  2000  and  named  him  the 
George  Polya  Lecturer  for  2006-08. 

About  The  Teaching  Company 

We  review  hundreds  of  top-rated  pro- 
fessors from  America's  best  colleges  and 
universities  each  year.  From  this  extraor- 
dinary group,  we  choose  only  those  rated 
highest  by  panels  of  our  customers.  Fewer 
than  10%  of  these  world-class  scholar- 
teachers  are  selected  to  make  The  Great 
Courses. 


Lecture  Titles 
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Math — The  Big  Picture 

Numbers 

Primes 

Counting 

Fibonacci  Numbers 
Algebra 

Higher  Algebra 
Algebra  Made  Visual 
9 

Proofs 

Geometry 

Pi 

Trigonometry 

the  Imaginary  Number  /' 

the  Number  e 

Infinity 

Infinite  Series 

Differential  Calculus 

Approximating 

lus 

Integral  Calculus 
Pascal's  Triangle 
Probability 
Mathematical  Games 
Mathematical  Magic 


The  Teaching  Company" 

The  Joy  of  Lifelong  Learning  Every  Day'" 
Grlai  Proi  lssors,  Griat  Courses,  GRtAr  Vallt 


• 


SAVE  $185! 
OFFER  GOOD  UNTIL  MAY  23,  2008 


1-800-TEACH-12  (1-800-832-2412) 
Fax:  703-378-3819 


Special  offer  is  available  online  at 

www.TEACH12.com/2forb 


&  Great  Courses 

*W  THE  Teaching  Company 

W   415 1  Lafayette  Center  Drive.  Suite  1 00 

^   Chantilly,  VA  20151-1232 

Priority  Code  27334 

Please  send  me  The  Joy  of  Mathematics,  which 
consists  of  twenty-four  30-minute  lectures  and  Course 
Guidebooks. 

U   DVD  $69.95  (srd.  price  $254.95)  SAVE  $185! 
plus  $10  shipping]  processing,  and  Lifetime  Satisfaction 
Guarantee. 

Check  or  Money  Order  Enclosed 

'   Non-U.S.  Orders:  Additional  shipping  charges  apply. 

For  more  details,  call  us  or  visit  the  FAQ  page  on  our  website. 
"  Virginia  residents  please  add  5%  sales  tax. 


Charge  my  credit  card 

u  [TSSTII  u 


□ 


CnY/STATl  'ZIP 


Phone  (If  we  hat  e  queilwm  regarding youi  order — required foi 

U    FREE  CATALOG.  Please  send  me  a  tree  copy  of  your 
current  catalog  (no  purchase  necessary). 

Special  offer  is  available  online  at  www. TLACH 1 2.com/2forb 
Offer  Good  Through:  May  23.  2008 
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LUXURY  YACHTING  IN  GREECE 


THE  WIND  CARRIES 
MANY  SECRETS 


VALEF  YACHTS  SINCE  1969 


INTERNATIONAL  HEADQUARTERS  Greece 
Tel  »30  210  4182381  *30  2'fO  4182392 
E-mail  co"tact@vaiefyacrits  com 


NORTH  AMERICAN  HEADQUARTERS  USA 
Tel  -1  215  641  1624  -1  800  223  3845 
E-mail  tnfo@vaietyacrits  com 


VAIEFYACHTS.COM 
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Stock  Market  Course 


;  MARKETPLACE 


;ari  he  yours! 

„wbs  Hand-Signed  Guitar 


Since  1986,  American  Royal  Arts 
All  items  forensically  examined 

1-877-601 -ROCK  'IZ^Tu 

SignedRock.com  Memorabilia 


why  form  an  LLC 
or  corporation? 

</  reduce  personal  risk 
♦/  protect  your  assets 
<t  receive  tax  advantages 
S  establish  credibility 
»/  attract  investors 


S  step-by-step  support 

<t  tools  for  choosing  a 
legal  structure 

</  the  most  experienced 
online  filing  company 

/  six  months  of  free 
registered  agent  service 

f  online  compliance 
monitoring 

/  guaranteed  filing 
accuracy 


a 


BizFilings 


Our  helpful  customer  service  team  walks  thousands  of  small  business 
owners  through  the  ambiguous  process  of  forming  an  LLC  or  corporation. 
We  professionally  form  LLCs  and  corporation  in  all  50  states  faster  than 
anyone  else.  Avoid  legni  fees.  Order  online  or  by  phone. 


800. 981. 7i  www.bizfilings.com 


March  24,  2008 


The  Forbes  Stock  Market  Course  is  an  easy-to- 
read  common  sense  guide  to  building  wealth.  It  is 
a  perfect  gift  for  family  and  friends... for  anyone 
who  is  interested  in  investing.  This  edition  gives 
you  a  better  understanding  of  everything  from 
Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds. 

As  a  reader  of  Forbes  Magazine  you  are  invited 
to  take  advantage  of  a  special  price  of  just  $99.95 
(save  $50  off  the  regular  $149.95  price.) 


Go  to  www.forbesstockmarketcourse.com 

to  place  your  order  now. 
Or  call  212-367-4141  and  give  the  operator 
a  special  savings  code  of  SMC07 


For  Marketplace,  call  888-305-6830 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of  people 
who  rent  our  ROM  for  30  days  wind  up  purchasing  it  based  upon 
the  health  benefits  experienced 
during  that  tryout,  and  the  ROM 
performance  score  at  the  end  of 
each  4  minute  workout  that  tells  the 
story  of  health  and  fitness 
improvement.  At  under  20  cents  per 
use,  the  4  minute  ROM  exercise  is 
the  least  expensive  full  body 
complete  exercise  a  person  can  do. 
How  do  we  know  that  it  is  under  20 
cents  per  use?  Over  90%  of  ROM 
machines  go  to  private  homes,  but 
we  have  a  few  that  are  in  commercial 
use  for  over  12  years  and  they  have 
endured  over  80,000  uses  each, 
without  need  of  repair  or  overhaul. 
The  ROM  4  minute  workout  is  for 
people  from  10  to  over  100  years  old 
and  highly  trained  athletes  as  well. 


The  ROM  adapts  its  resistance  every  second  during  the  workout 
to  exactly  match  the  user's  ability  to  perform  work.  It  balances 
blood  sugar,  and  repairs  bad  backs  and  shoulders.  Too  good  to 
be  true?  Get  our  free  video  and  see  for  yourself.  The  best  proof 
for  us  is  that  97%  of  rentals  become  sales.  Please  visit  our 
website  at:  www.FastExercise.com. 


The  typical  ROM  purchaser  goes  through  several  stages: 

Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 
Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 
Reading  the  ROM  literature  and  reluctantly  understanding  it. 
Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 
Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 
Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 
Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 
After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 
You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 
Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limberness/flexibility. 


1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROMFAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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DISCOVER 

LUXURY  LIVING 
ON  THE 
CAROLINA 
COAST.  - 

Visit 

www.MyDreamscapes.com 

today  for  your 
complimentary  magazine.' 


SILVERSEA 

CRUISE  EXPERTS 


Best  Prices  &  Service 
1  -800-747-5670 


BREAKING  NEWS: 

Internet  Millioniare  Comes  Clean. 


Uncovered...  How  A  Self  Made 
Internet  Millionaire  Made  I  lis 
Fortune  and  How  You  Can  Too... 
The  Most  Comprehensi\e 
Program  oflt's  Kind! 


www.Make-Money-Online-Reviews.coni 


Vintage  BU  Morgan  Silver  Dollar 
when  you  buy  a  mint-state 
U.S.  Peace  silver  dollar! 


BOTH 
FOR 

$45 


TERRIFIC  INTRODUCTORY  DEAL:  Get  the 
historic  1921  last  U.S.  Morgan  silver  dollar  in  mint- 
state  quality  FREE  with  our  choice  of  a  1922-1924 
matching  BU  U.S.  Peace  silver  dollar  lor  only  $45. 

If  you  bought  these  coins  from  our  biggest  competitor's 
catalog,  yoifd  pay  a  total  of  $1 10.  Nice  original  luster: 
no  wear  (normal  bagmarks).  NEW  CUSTOMERS 
ONLY:  Pair,  $45  (#42222).  Limit  1  pair  per  house- 
hold. NO  UNORDERED  COINS  SENT.  Add  $2  for 
postage.  30-Day  No-Risk  Home  Examination: 
Money-Back  Guarantee. 

International  Coins  &  Currency 
62  Ridge  St..  Dept.  4876,  Montpelier,  VT  05602 
1-800-451-4463  www.iccoin.net 


4876 


60-80 


Domestic  &  Offshore  Strategies 


i  Strategies 
[Companies,  Trusts,  Private  Banking 


OFF  RETAIL 


^(800)  640-7639 

CALL  for  FREE  MAGAZINE! 

HolidayGroup.com/fm 

Trusted  Since  1992 


ONE  OF  THE  BEST  BUSINESS 
OPPORTUNITIES  EVER  OFFERED 


Present  dealers  are  making  more 
money  in  one  month  than  most 
people  make  in  one  year.  &  you 
are  welcome  to  speak  to  them. 
Our  patented  product  has  zero 
competition,  in  this  billion  dollar 
industry.  Being  first  to  market  you 
can  expect  to  make  an  annual  high 
six  figures.  One-on-one  training, 
low  one-time  investment  of 
SI 4,900  usually  recovered  in  first 
30  days. Change  your  financial  life. 

Call  866-635-8455 


Maximun  Privacy 
Tax  Savings 
Estate  Planning 
Global  Investments 


Award 
Winning 
Book 

Order  Now 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •  www.searsatty.com 


BEEN  BURNED 

Dispute?  Owed  Money?  Been 

Taken  Advantage  of  on  an  in- 
vestment or  business  deal? 
Ready  to  take  action  and  be 

compensated?  Don't  put  good 
money  after  bad. 

No  cost  unless  we  get  results! 

Client  First  LLC 
PHONE:  509-966-0359 
FAX:  509-966-0482 


Forbes 


Subscriber  Service 


To  place  your  order,  to  renew,  give  a 
gift,  change  your  address  or  other 
customer  service,  visit  our  site  at: 

www.forbes.com/customerservice 

or  call. ..800-888-9896 


March  24,  2008 


For  Marketplace,  call  888-305-6830 


brbes 


REAL  ESTATE 


LFC  ONLINE  AUCTION 


over  3000  acres  in 
Gadsden  County,  Florida 

Recreational  tract  with  development 
potential  for  240  lots.  Located  15  miles 
from  Tallahassee  with  frontage  on 
the  Ochlockonee  River. 

Minimum  Bid  $10,000,000 


56  acres  on  St.  Joseph's  Bay 
in  Gulf  County,  Florida 

Secluded  land  parcel  for  1 8  lots  or 
one  exclusive  hideaway.  Includes 
permitted  plans  for  boardwalk 
and  finished  kayak  launch. 

Minimum  Bid  sl,000,000 


30  acres  on  the  Deerpoint  Lake 

in  Bay  County,  Florida 

Nearly  30  acres  of  development 
for  56  lots.  Located  just  minutes 
from  local  schools  and  major 
shopping  and  dining. 

Minimum  Bid  sl, 000,000 


LFC 


Group  of  Companies 


BID  DEADLINE:  MAY  I,  2008 

For  property  details  tuul  auction  information,  visit 


www.  LFC.com/706N  1 


^fSTJOF 

FL  Broker  License  #CQI028I98 


AUCTIONS 

Tuesday,  April  1st  -  No  Minimum!  No  Reserve! 


NAPLES,  FL  •  Expansive  Estate  •  3:00pm 

Enjoy  country  living  in  this  prestigious  central  Naples 
equestrian  community.  This  5BR/6BA  estate  was 
custom-built  with  no  detail  overlooked.  Situated  on 
2.6±  acres,  this  property  is  zoned  for  up  to  five  horses. 

PUNTA  GORDA,  FL  •  Waterfront  •  11:00am 

There  is  no  shortage  of  water  views  from  this 
4BR/2.5BA  home  in 
Punta  Gorda  Isles.  Located 
at  intersecting  canals,  this 
home  boasts  105ft  of  water 
frontage.  5  minutes  to  Gulf 
of  Mexico  with  no  bridges. 


Grand  estates 

AUCTION  COMPANY' 

call  for  a  FREE  color  brochure 

1.800.552.8120 


www.G-E-A.com -Robert Kirk FLAU3384/BK31 57296 


Forbes 

REAL  ESTATE 


For  Advertising  in  Forbes  Real  Estate  contact: 

Tim  Hunter 
Custom  Solutions  Media 
888-305-6830  /  212-675-1048 
Tim@customsolutionsmedia.com 


SELL  YOUR 
REAL  ESTATE 


BMW— 
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For  Real  Estate,  call  888-30.5-6830 


THOUGHTS 

On  the  Business  of  Life 


n  the  wonderful  land  of  Thai  the  traditional  belief  is  that  a  person's  life  span  is  divided  into  cycles  of 
12  years  each,  with  the  fifth  cycle — the  60th  birthday — representing  the  Golden  Age.  "This  is  the  age 
when  one  supposedly  reaches  the  height  of  wisdom,  knowledge  and  experience,"  says  Arsa  Sarasin, 
Thailand's  ambassador  to  the  U.S.  Because  this  year  is  the  60th  for  the  king  of  Thailand,  His  Majesty  Bhumibol 
Adulyadej,  numerous  worthy  undertakings  benefiting  his  people  are  in  progress.  —MALCOLM  FORBES  (1988) 


What  is  algebra,  exactly?  Is  it  those 
three-cornered  things? 

— J.M.  BARRIE 


Mathematics  has  given  economics  rigor, 
but  alas,  also  mortis. 

—ROBERT  HEILBRONER 


So-called  professional  mathematicians 
have,  in  their  reliance  on  the  relative 
incapacity  of  the  rest  of  mankind,  acquired 
for  themselves  a  reputation  for  profundity 
very  similar  to  the  reputation  for  sanctity 
possessed  by  theologians. 

— G.C.  LICHTENBERG 


One  figure  can  sometimes  add  up  to  a  lot. 

—MAE  WEST 


Nobody  before  the  Pythagoreans  had 
thought  that  mathematical  relations  held 
the  secret  of  the  universe.  Twenty-five 
centuries  later,  Europe  is  still  blessed  and 
cursed  with  their  heritage. 

—ARTHUR  KOESTLER 


Mathematics  alone  make  us  feel  the  limits 
of  our  intelligence.  What  force  is  in 
relation  to  our  will,  the  impenetrable 
opacity  of  mathematics  is  in  relation 
to  our  intelligence. 

— SIMONE  WEIL 


There  is  no  royal  road  to  geometry. 

—EUCLID 


The  true  spirit  of  delight,  the  exaltation, 
the  sense  of  being  more  than  Man,  which 
is  the  touchstone  of  the  highest  excellence, 
is  to  be  found  in  mathematics  as  surely 
as  in  poetry. 

— BERTRAND  RUSSELL 


Mathematics  is  thought  moving  in  the 
sphere  of  complete  abstraction  from  any 
particular  instance  of  what  it  is  talking 
about. 

—ALFRED  NORTH  WHITEHEAD 


Mathematics  is  the  door  and  the  key 
to  the  sciences. 

—ROGER  BACON 


/  don't  believe  in  mathematics. 

—ALBERT  EINSTEIN 


Numbers  are  intellectual  witnesses 
that  belong  only  to  mankind. 

— HONORE  DE  BALZAC 


To  understand  God's  thoughts,  we  must 
study  statistics,  for  these  are  the  measure 
of  his  purpose. 

—FLORENCE  NIGHTINGALE 


To  those  who  do  not  know  mathematics 
it  is  difficult  to  get  across  a  real  feeling 
as  to  the  beauty,  the  deepest  beauty, 
of  nature. 

—RICHARD  FEYNMAN 


The  mathematicians  patterns, 
like  the  painter's  or  the  poet's,  must 
be  beautiful;  the  ideas,  like  the  colors 
or  the  words,  must  fit  together  in  a 
harmonious  way. 

— G.H.  HARDY 


A  mathematician  is  a  machine  for  turning 
coffee  into  theorems. 

—PAUL  ERDOS 


A  T^xt  in  

The  Lord  shall  count,  when  he 
writeth  up  the  people,  that  this 
man  was  horn  there. 

—PSALMS  87:6 
.  Sent  in  by  Kent  Dickinson,  Mount  Dora,  Fla. 
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As  good  as  the  meals  you  get  at  home. 
(If  you're  married  to  Neil  Perry.) 


Introducing  the  new  Qantas  First  Lounge 
Restaurant  in  Sydney  and  Melbourne. 

The  finest  fresh  produce,  exquisite  meals  and  impeccable  service. 
The  First  Lounges  feature  a  restaurant  and  dining  experience 
created  by  legendary  Australian  chef  Neil  Perry.  Indulge,  delight 
and  marvel  but  please,  remember  you  do  have  a  flight  to  catch. 


qantas.com/us 
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ENERGY 
CONSUMPTION 

UP  TO  45% 


Get  more  out  of  your  existing  facility,  now  and  in  the  future.  Unlock  your 
hidden  data  center  using  a  customized  combination  of  energy  efficient 
Dell  solutions. 

•  Virtualize  servers  to  help  maximize  performance  and  reduce  energy  usage 

•  Reduce  power  draw  up  to  21%  with  Dell  Energy  Smart  servers 

•  Implement  best  practices  to  enhance  efficiency  and  lower  cooling  costs 


SIMPLIFY  POWER  &  COOLING  AT 
DELL.COM/HiddenDataCenters  or  call  866.212.9333 


3.U 


MMMaaBBMWmiMMBMBBaBIWI 


